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Anotation. The aim of the present paper was
to study the discussions related to the expediency of
further regionalization in Georgia, strengthening of
inter-regional ties, and the analysis of the current
processes, to determine the expediency of
transforming its results into the reality of our country,
to outline the future perspectives of rapid post-crisis
rehabilitation and development, and to develop
appropriate recommendations.

Introduction

Regionalism and regional studies are one
of the most topical issues and research directions
at the current stage. Therefore, it is quite difficult
to find an issue in the relevant space that has not
yet been studied by Georgian or foreign
researchers. However, it should be noted here
that the rapidly changing world full of
contradictions will constantly activate new
challenges, which require re-examination of the
problem that has been analyzed many times and
its study in relation to the changed
environmental conditions.

This is our modernity, the specialness and
specificity of which, together with other factors,
has been influenced by almost constant crises
and critical situations. By this we mean the
financial and economic crisis of 2008-2010, the
subsequent pandemic of 2019-2021, and finally,
in 2022, the completely unjustified and
unprovoked war by authoritarian Russia against
Ukraine, which is on the rails of democratic
development. All the listed crises were special

and specific in their content. However, their
common feature was globality and, at the same
time, destructive character.

Despite the international dimension of the
above-mentioned crises, they certainly had local
specific forms of reveal, that differed according
to individual These
differences depended on a number of factors, and
therefore, their research will create a solid basis
for preventing similar processes in the future, or
at least reducing their impact.

A lot has been written in scientific
literature and research materials of international
organizations, and is still being written about the
crises of the last two decades. The conclusions
and evaluations covered the origin of crises,
regional differences in results, ways and methods
of combating them, and other no less interesting
issues. Many authors agree that despite the
global nature of the crises, they were still
characterized by regional specificities, which led
to differences in the actions directed against
them, depending on the country or region.

In Georgian scientific sources, relatively
less attention is paid to the importance of
interregional cooperation in terms of fighting
crises and ensuring stable development. This
despite the fact that such approaches are
perceived positively by Western researchers in
many ways. Therefore, within the framework of
this article, the authors aimed, on the one hand,

countries or regions.
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to analyze such examples of modern regional
development, which can play a significant role in
ensuring sustainability, based on the deepening
of cross-regional cooperation, and, on the other
hand, to draw appropriate conclusions and
develop recommendations, taking into account
the reality of Georgia.

In the process of working on this article,
as methodological material, the authors reviewed
research papers, analytical materials, reports and
regulatory documents of governmental or
international organizations, and others that were
related to the problem posed in the paper. We
paid special attention to the examples of the
Baltic states, the Scandinavian countries, and the
Eastern Partnership countries, because we think
that studying and sharing their experiences can
positively  affect the development and
implementation of relevant policies in our
country, in one hand, and the outline of the
perspectives of regional cooperation, in other
hand.

Basic reasoning

In the last decade, the trend of
regionalization of economic and social processes
is observed in many countries of the world, and
the function of their regulation, from the central
levels of management, is increasingly transferred
to local bodies. The mentioned processes have
been taking place in the developed countries of
the West, for several decades. However, during
the last three decades, similar processes are
increasingly taking hold in the countries of the
former socialist system.

Discussions and specific steps taken to
strengthen the subnational context at the expense
of the central government are typical even for a
countries with a unitary management model.
This means that the process of decentralization
of management, deconcentration of power and
delegation of rights does not conflict with the
need to maintain statehood. On the contrary,
taking into account modern challenges and
development trends, it should be considered as
one of the ways of solving problems in state
management and regulation of socio-economic

processes.

In discussions and debates about the
perfection of the modern state, its territorial
arrangement and governance, a consensus is
increasingly being established that Successful
economic development depends on distancing
the government from central level and national
scale policy interventions and supporting and
strengthening subnational institutional
frameworks. This attitude has existed for several
decades, and since the beginning of the 21st
century, it has gained more and more supporters.

This trend in economic development,
known as "new regionalism", whose main idea
was to overcome the economic and democratic
"deficit" by embracing the regional scale, gained
a lot of momentum in the early 2000s,. It was
supported by scientists, politicians, policy
makers, etc. It was a kind of radical initiative in
regional economic governance that argued for
the need to rethink the nation-state and the
processes by which its intervention is scaled
up.“In effect, both an “institutional turn' and a
‘scalar turn' appear to be occurring, through
which the heterogeneity of economic growth
may be explored” (Jones, 2001: 1185)

In view of the modern crises, which, in
many cases, have turned the situation into
"uncertainty" in many countries, the mentioned
approach requires a closer engagement between
the state theory, the theory of crises and the
scaling of state power. We mean that the way to
overcome the problems is not through excessive
centralization of process management, but rather
through redistribution of efforts and optimization
of state administration.

Despite the orderly, consistent and logical
theoretical in reality, significant
disproportions are observed in regional
development (both at the national state and

reasoning,

international level), which becomes even more
pronounced during crises. The research of the
causes and consequences of the aforementioned
creates an additional resource for the re-
understanding of the concept of "region", taking
into account the modern context of development.
This is necessary if we take into account that the
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crises developed during the 21st century have
repeatedly created a problem not only for the
well-being of individuals, the stability of
companies, and so on, but have also called into
question the very issue of maintaining statehood.

Based on the fact that regional
development depends on many factors, the
analysis of disproportions should be carried out
in different directions. At the same time, it is
necessary to take into account the temporal
factors, because the dynamic analysis will allow

us to draw much more accurate conclusions. (see
diagram 1)

The diagram #1 clearly shows that there
were disproportions in regional development of
Georgia, in 2010 as well. But over time, the
differences between the development levels of
the regions have increased even more by 2022. It
is this situation that makes us think that the
development of the regions is going in the wrong
direction, and the corresponding state policy does

Distribution of GDP between territorial units, 2010-2022 years
{at current prices, mil. GEL)

B 2546.8
SidaKartli mm 1421.6
H 802.2
I 5 486.5
Kvemo Kartli N 2245.2
I 1655.1
I 1898.6
Samtskhe-Javakheti ® 1057.9
B 696.0
3331.3
Samegrelo-Zemo Svaneti [ 1880.0
N 1290.6
382.0
Racha-Lechkhum & Kvemo Svaneti 160.0
101.4
1582.8
Mtskheta-Mtianeti B 693.7
1 340.1
B 32303
Kakheti B 1661.6
W 28305
il I 5704.5
Imereti I 2652.9
N 1728.7
M 1072.0
Guria B 620.5
I 359.5
: e 5990.6
Adjara A.R. 3078.4
BN 1404.7
Thilisi

I 10324.3

0.0 5000.0

10000.0

not give the desired results.
= 2022
= 2016
= 2010
S 1321711
16636.0
15000.0 20000.0 25000.0 30000.0 35000.0

Source: National Statistics Office of Georgia, available at:
https.//www.geostat.ge/en/modules/categories/93/regional-statistics (14.04.2024)
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We can refer to different types of crisis
situations as the reason for this, but we do not
think that this factor is the only one that causes

Table 1

the increase in the scale of the problem. The
following digital data gives us the right to say
this:

Distribution of gross value added by regions
(At current prices, mil. GEL)

Egion 2019 | 2020 | 2021 | 2022
o 22 21 26 32
Thilisi 010,7| 7552 | 309,1| 171,1
Adjara A R. 44060 | 3822,5| 48650 59906
Guria 7346 | 6972 927.1| 10720
Imereti 37473 | 37312 | 47418 | 57045
Kakheti 2311,6 | 2229.1 | 2890.6 | 32303
Mitskheta-Mtianeti 10421 11229 1279.1 | 15828
}S{:;::t'iLe‘:hkh“m & Kvemo 266,7 | 2583 | 312,7| 3820
Samegrelo-Zemo Svaneti 249441 2780,8| 3010,8 | 3331,3
Samtskhe-Javakheti 14648 | 1536,8 | 1840,1| 18986
Kvemo Kartli 32502 | 35288 | 44964 | 54865
Sida Kartli 1753,7 | 19906 | 21533 | 25468

Source: National Statistics Office of Georgia, available at:

https://www.geostat.ge/en/modules/categories/93/regional-statistics (22.04.2024)

It can be seen from the table that in 2020,
after a certain drop (which was caused by the
pandemic), an increase in data is observed.
However, the specific share of the regions in the
GDP differs sharply, both in quantitative and
qualitative indicators. Basically, this difference
is caused by the factor of big cities (Tbilisi,
Kutaisi, Batumi, Rustavi). This, in turn, indicates
problems related to rural regions.

The disparity in the development rates of
the regions has a negative effect on the attraction
of foreign investments, which, in the conditions
of the scarcity of local investment -capital,
appears to be an even bigger problem. The fact
that various crises that have developed over the
last twenty years, around the world, and
especially in developing countries, has a
negative effect on this, which has led to the
scarcity of monetary resources, which has
intensified the competition for
As result, the
attractiveness of the regions decreases, and the

investment

resources. a investment

10

investment risk increases.
Chikhladze, 2020:135-139)

The situation is equally problematic for
regions of Georgia. Correcting the
situation, according to the specifics of the
territorial units, may depend on many different
factors. From the mentioned point of view, first

(Gavtadze,

most

of all, we mean the detection and activation of
the  possibilities  of
specialization  and

regional
cluster  development.
However, from a modern point of view, it is

economy

becoming more and more important to look for
prospects for deepening cooperation between
regions and to take real steps. The advantage of
such approaches is due not only to the features of
the development of the modern world, but also to
the neighborhood policy pursued by the
European Union (Gavtadze, Karchkhadze, 2024:
15-23)

In the sustainable development of the state
of inequality,
interregional cooperation at the international

and elimination regional
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level can play a big role. We can recall many
examples of the mentioned, but considering the
reality of Georgia, this time, we will focus on
only one of them.

In wvarious articles published by the
authors in the past years, attention was focused
on the Baltic republics, the Eastern European
region, the Eastern Partnership initiative, and the
South Caucasus states. All analyzes reveal that
the existence of close economic (and not only)
ties between the countries of the region
strengthens the positions of the region as a whole
on a global scale, increases interest in the region,
its investment attractiveness, etc., which
positively affects the prospects of the states,
economic growth, stability and dynamism, on
the well-being of the population and, most
importantly, on the response to crises.

Within this article, we will focus on both
the Scandinavia and specific project and
approaches that we consider interesting for the
perspective of Georgia and the South Caucasus.
In the Nordic countries, one of the prominent
examples of regional development is the
formation of "regional growth corridors" with
the support of research and innovation, by
bringing relatively large cities of the region
together in the international labor market. In
particular: "In 2008, there was a shift towards
the vision of developing a common infrastructure
corridor by the construction of a high-speed
railway that could bind the larger cities together
into a networked region and an imaginary
megaregion, that is, The Scandinavian 8 Million
City" (Grundel, 2021: 862)

The geographical area of the mentioned
region extends over 600 km and crosses three
Scandinavian countries, including the three
largest cities of the region: Copenhagen, Oslo
and Gothenburg (Figure 1). At the end of the
project period (2014), approximately 7.4 million
people lived within the boundaries of this
imaginary mega-region, 43% in
Sweden, 34% in Denmark and 23% in Norway.

The Nordic 8 million cities project was
originally developed in collaboration between
the Swedish government and representatives of

namely:

other Nordic countries and is primarily a top-
down initiative. It is understood that since 2008,
the project has been fully implemented by
regional and local planners and officials. The
leading partners were Oslo Teknopol, a regional
development agency established by Oslo
Municipality, Akershus County Council and
Business Region Gothenburg.

(Business Region Gothenburg - is a non-profit
company owned by the City of Gothenburg,
which also represents 13 municipalities in the
greater Gothenburg Region.)

The project clearly reflects the strong
interests of the large city-regions - Oslo and
Gothenburg, in connection with the construction
of an infrastructural corridor that connects the
large cities of the region with each other, in order
to increase their territorial competitiveness.
(COINCO North, 2012) For example, if at the
beginning of the project (in 2014), the travel time
between Oslo (Norway), Gothenburg (Sweden)
and Copenhagen (Denmark) was about 8 hours,
by 2021 it was reduced to 4 and a half hours, and
by 2025 For the year, there is an expectation that
it will only be determined by 2 and a half hours.
(Grundel, 2021:863)

Ragion Visira

Figure 1. Map of the proposed Scandinavian 8

million City and its 10 administrative regions.

Source: The Scandinavian 8 million City (2013)
The spatial logic of the mentioned project,
which is identified as a part of modern
regionalism and region building processes, is
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realized in the following three results, each of

which has its own ideological support:

1. Territorial ~ competitiveness  (economic
result). Mainly driven by economic interests:
competitiveness is seen as a challenge and,
at the same time, a potential for regional
economic  development and  growth;
Increased competitiveness and globalization
are used as for the
implementation of the project, in terms of
accelerating communication and forming an
expanded labor market; Regional cities as
ideal competitive spaces that can stimulate

arguments

economic growth and competitiveness;
Imaginary large-scale urban region (result of
scaling): mega-regions and global city-
regions as ideal "territorial fixation"; The
best opportunity to move from a disjointed
regional arrangement based on polycentrism
to a networked and functional regional
development; Implementation of EU
narratives (e.g. Trans-European Transport
Network; Strategy and Perspective for the
Development of the European Space) to
frame the region-building process;
Managerial forms of regional policy and
planning (political outcome): network forms
of with  public-private
partnership; consensus-based decisions and
actions; promoting the image and awareness
of the region;

This good example of Nordic approaches
to regional development had positive results
because the participants perceived the process
and worked together with a global perspective.
Otherwise, if they do not realize how small they
are in the global context and do not work
together to maintain competitiveness, then
access will be limited and the region will lose its
attractiveness, investment will be reduced and
the of already established
companies and industries will be cut off.

It is also worth noting that the scale was of
great importance in terms of attracting talents
and highly qualified workforce, which would be
less possible for the regions individually.
Connecting larger cities in the region with the

governance

maintenance
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planned infrastructural corridor, in turn,
increased its attractiveness for investors,
companies and highly skilled workforce, further
strengthening the project's deliverables.

As a kind of summary, it can be said that
the main spatial logic in modern regionalism is
the logic of "territorial competitiveness". It is
supported by other spatial logics and regional
imaginaries of the best and most competitive
'territorial fixations'. The latter, in particular,
focuses on large-scale urban spaces as key
drivers of economic growth and development.

The described approach, in most cases,
gives positive results. However, we should not
forget that it can also contribute to the
polarization  between the processes of
centralization and peripherality. Rather, it refers
to metropolitan regions, which have a kind of
privilege in relation to "peripheries" (especially
during crises), which also leads to regional
inequality.

This is a very important issue for Georgia
and the entire South Caucasus region. In contrast
to European approaches, more or less equality in
the development of regions could not be
achieved in these countries. The problem is
exacerbated by the fact that, in many cases, not
only social and economic factors, but also
political factors appear. The rate of urbanization
of the population of Georgia is quite high and
during the last two population censuses (2002
and 2014) "the share of the population living in
urban settlements increased from 52.3 percent to
56.3 percent" (Geostat, 2024). At the current
stage, this figure has increased even more, which
is facilitated by the fact that the migration rate in
the regions is much higher than in the cities, due
to the difficult social and economic background.

Taking into the European
experience, the deepening of inter-regional ties

account

both within the country and across the South
Caucasus is seen as one of the main opportunities
for overcoming regional inequality, dynamic
regional development and increasing the
competitiveness of territorial units.
Conclusions and recommendations
Overcoming inter-regional disproportions,
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at the modern stage, requires a re-understanding
of the term "region", taking into account current
development trends and future perspectives. For
the purposes of this article, we will use this term
both for territorial units within the nation-state
and for larger geographic units. In the latter, we
mean, for example, the South Caucasus, the
Baltics, Eastern Europe, etc. This becomes
necessary because, at the modern stage, both
relationships are very important and require
specific approaches.

Based on the main approaches of the new
regionalism and the European experience,
several conclusions can be drawn:

- One of the powerful motivators of regional

development is increasing their
competitiveness. The logic of economic and
territorial ~ competitiveness  should  be

considered as the realization of the idea of
new regionalism and their possible impact
should be studied in relation to the specific
geographical
integrated.

- As a result of the close connection with the

context in which they are

spatial logic of economic and territorial
competitiveness, the modern processes of
region construction, in accordance with the
idea of "new regionalism" and in contrast to
the approaches of "old regionalism", do not
aim to build a "region" based on regional
differences. Modern region-building
initiatives are limited to purely economic and
spatial interests and achieve results by
strengthening network ties, forcing common
approaches and relating to the global context;

- It is true that modern approaches do not imply
the strengthening of regional identity or
culture, but the creation of a regional image is
the most important part of the process of
building a region, on which the interest of
investors, highly qualified labor resources,
talented people, and so on depends a lot;

- Turning to managerial forms of regional
policy and planning, as part of modern
regionalism, is also related to the spatial logic
of territorial competitiveness. We believe that
one of the most logical ways to measure an
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"attractive region" is to evaluate it in terms of
the ability to attract capital, the volume of
investments, the level of immigration, and so
on. In addition, the management of regional
development  processes modern
management methods is becoming more and
more important, which makes the actions of
local authorities more understandable for the
industry and increases their motivation to
operate in the region.
Finally, based on the reasoning carried out
in the article, we think that the regional
development of Georgia should mean the

using

creation of new, possibly qualitatively different,
but closely related entities in the country's
unified space, with common economic and
infrastructural microsystems. It is true that such a
model should be based on the existing regional
and territorial spatial division, however, attention
should be paid to the formation of new inter-
regional connections, the implementation of
network approaches using modern management
methods, which will enable the existing regions
to obtain a synergistic effect from cooperation,
increase the growth rate, strengthen the resilience
towards to crises and various challenges.
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Anotation. This article presents a fresh perspective
on the Triffin Paradox, a concept introduced by
economist Robert Triffin in the mid-20th century that
continues to have a significant impact on global
financial systems and policies. Despite the passage of
time and the evolution of the economy, the
fundamental principles of the Triffin Paradox remain
relevant in today's financial discussions.

The paper provides a thorough analysis of the
ongoing relevance of the Triffin Paradox in the
modern global economy. It draws upon historical
context, theoretical frameworks, and empirical
evidence to shed light on how the paradox continues
to manifest itself in the current financial landscape.
Specifically, it explores how the dominance of the
U.S. dollar as the world's primary reserve currency
perpetuates  structural imbalances and systemic

vulnerabilities, echoing the concerns raised by
Triffin.
Moreover, the paper delves into the

implications of the Triffin Paradox for various
stakeholders, including policymakers and central
banks. It examines the challenges posed by the
pursuit of domestic monetary policy objectives in an
interconnected world, where the stability of the
global financial system relies heavily on the stability
of the reserve currency issuer. Additionally, the paper
explores potential strategies for mitigating the risks
associated with the Triffin Paradox and fostering a
more sustainable international monetary order.

By integrating insights from economics, finance,
and international relations, this paper contributes to
a deeper understanding of the Triffin Paradox and its
enduring  significance in shaping contemporary
financial dynamics. It emphasizes the need for
policymakers and stakeholders to address the
inherent structural tensions in the global monetary
system, with the goal of promoting financial stability,
economic resilience, and inclusive prosperity
worldwide.

Introduction
In  today's
economy, the
important concept to consider. Despite the

ever-changing  global

Triffin Paradox remains an
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collapse of the Bretton Woods system in the
1970s, the fundamental ideas behind the Triffin
Paradox continue to hold true. This paper aims to
explore the ongoing significance of the paradox
in the context of contemporary global financial
dynamics.

Through a thorough examination of
literature, historical and empirical
evidence, we will delve into how the Triffin
Paradox continues to manifest itself in the
modern era. Additionally, we will discuss the
implications of this paradox for various key
stakeholders such as policymakers, central banks,
multinational  corporations, and
Furthermore, will  outline

analysis,

investors.
we potential
approaches to address the consequences of the
Triffin Paradox.

By shedding light on the enduring
relevance of the Triffin Paradox, this paper seeks
to contribute to a deeper understanding of the
complexities within the global monetary system.
It emphasizes the importance for policymakers
and stakeholders to navigate the delicate balance
between national interests and global stability.
Ultimately, the goal is to foster a more resilient
and fair international monetary order in the 21st
century.

USD dominance beyond legal foundations

The United States has long experienced both
benefits and challenges due to the dominance of
the US dollar in the global economy, especially
in relation to its current account balance. The US
dollar's position as the primary reserve currency
of the world brings several advantages, such as
lower borrowing costs and increased liquidity.
However, it also carries inherent risks that can
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undermine the US current account balance. One
of the main ways in which the dominance of the
US dollar can negatively impact the US current
account balance is through its influence on trade
flows. Being the primary reserve currency, the
US dollar is widely utilized in international trade
transactions, with many commodities priced and
traded in dollars. While this facilitates global
trade and finance, it also means that fluctuations
in the value of the US dollar can have significant
consequences for the competitiveness of US
trade.

Triffin described his “double dilemma”
to the Joint Economic Committee. If the United
States eliminated its “overall balance of
payments deficits” — its accumulation of short-
term liabilities to the rest of the world — it would
deprive the world economy of international
liquidity needed for the expansion of global
trade. If the United States did continue to

provide international liquidity, then eventually
US policy would be unable to lower interest rates
without a run on the gold stock. Either way,
deflation, and depression threatened (Bordo &
McCauley, 2018).

The same picture Triffin saw in the case
of the UK before WWI. Prior to World War 1,
the United Kingdom utilized the pound sterling
as the main reserve currency globally, akin to the
role assumed by the US dollar post-Bretton
Woods. This status was underpinned by the UK's
extensive colonial holdings, robust industrial
foundation, and supremacy international
commerce. Nevertheless, this hegemony started
to diminish over time due to the mounting
expenses associated with upholding the empire,
in conjunction with economic adversities and the
profound repercussions of World War 1. (see

pic.1.)

in

Pic.1. UK pre-WWI and US post-WWII Liabilities to officials and holdings of gold

Identified UK liabilities to foreign officials and Bank of
England gold, 1899 and 1913
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Source: Bordo & McCauley, 2018.

In the Bretton Woods system of the 1950s, the
US was the center region with essentially
uncontrolled capital and goods markets. Europe
and Japan, whose capital had been destroyed by
the war, constituted the emerging periphery. The
periphery a development
strategy of undervalued currencies, controls on
capital flows and trade, reserve accumulation,
and the use of the center region as a financial

countries chose

50

18

Us liabilities to foreign officials and US monetary gold,
1940-1971

USD bn

1945

1950 1955 1960 1965 1970

= US gold + = = Rest of the world gold
= US liabilities to foreign officials: = = US external liabilities

intermediary that lent credibility to their own
financial systems. In turn, the US lent long term
to the periphery, generally through FDI (Dooley,
Folkerts-Landa, Garber, 2003)

Following the United States' withdrawal
from the Bretton Woods Agreement in 1971, the
US dollar not only maintained its supremacy but
also strengthened its position as the primary
reserve currency globally. There were several
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factors that contributed to this remarkable

continuity of the US dollar's dominance in the

international financial landscape:

o Absence of Feasible Alternatives: Despite the
breakdown of the Bretton Woods system, no
other currency emerged as a viable substitute
for the US dollar. Although several currencies
were available, none possessed the same level
of depth, liquidity, and universal acceptance
as the US dollar. Market participants,
including central banks and multinational
corporations, continued to rely on the US

dollar for their reserve holdings and
international  transactions due to its
unparalleled stability and liquidity.

o Impact of Network Effects and Path

Dependence: The entrenched usage of the US
dollar in global finance resulted in the

creation of network effects and path
dependence, further solidifying its dominance.
Central banks and financial institutions
worldwide held substantial reserves in US
dollars, while trade and financial transactions
were predominantly conducted in US dollars.
This widespread adoption established a self-
reinforcing cycle, making it increasingly
challenging for other currencies to challenge
the hegemony of the US dollar.

Triffin's assessment of the risks to the US
current account balance remains valid
nonetheless, he did not foresee the enduring
supremacy of the USD following the end of the
Bretton Woods.

Pic. 2. US balance of Payments
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However, Triffin's analysis primarily
focused on the gold standard framework, where
currencies were linked to gold and subject to
fixed exchange rates. Triffin's criticism revolved
around the predicament faced by the United
States as the issuer of the global reserve currency
under the Bretton Woods system. This situation
entailed the challenge of maintaining the
convertibility of the US dollar into gold at a
fixed rate, which constrained domestic monetary
policy and necessitated
account deficits. (See pic 2)

Nevertheless, Triffin may not have
foreseen the possibility of the US dollar
retaining its position as the predominant reserve

substantial current
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currency without a gold peg. The breakdown of
the Bretton Woods system in 1971, when
President Richard Nixon suspended the
convertibility of the US dollar into gold, marked
a departure from the gold standard and
introduced a regime of fluctuating exchange
rates.

In the absence of a gold peg, the US
dollar continued to serve as the primary reserve
currency globally, supported by its inherent
strengths such as deep and liquid financial
markets, stable political institutions, and robust
economic fundamentals. Furthermore, the lack of
viable alternatives and the entrenched use of the
US dollar in international trade and finance
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further solidified its dominance. See pic. 3.

Pic.3. Dollar dominance - reserves, trade, and transactions (2024)

Share of global foreign exchange reserves
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Source: atlanticcouncil.org

The intellectual heritage of Robert Triffin
begins with the relevance of his “dilemma” to
our days. We still have a situation in which one
national currency — the US dollar — serves as the
main international currency. It remains at the
heart of the international monetary and financial
system (or IMS). And we still have a
fundamental tension between the currency
demands of rapidly growing economies, the
domestic  policy of
issuing/holding countries, and global economic
and financial stability: in Triffin’s words, the
system remains “highly dependent on individual
countries’ decisions” (Smaghi, 2011).

The United States faces internal
predicament. Numerous nations across the globe
maintain US dollars as a component of their
foreign exchange reserves, and the dollar is

incentives reserve

an

Share of export invoicing

54%

Share of foreign exchange transactions

88%

financial transactions. In order to meet the global
demand for dollars, the United States must
ensure an adequate supply of dollars to the rest of
the world. This often entails consistently running
current account deficits, as the US must export
dollars to balance its trade, investment, and
financing requirements.

To finance these ongoing current account
deficits, the US government frequently resorts to

borrowing through the issuance of debt
securities, such as Treasury bonds. Foreign
entities, including central banks, play a

significant role as holders of US Treasury
securities. As suggested by the Triffin Paradox,
the United States must maintain current account
deficits to provide the world with the necessary
supply of dollars, which consequently
necessitates the continuous issuance of debt. (See
pic. 4)

Pic 4. US federal debt to GDP ratio (%)
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Triffin paradox revisit

History shows that the international
monetary system is prone to periodic crises. The
1930s brought the collapse of the reserve
currency system built around the gold standard.
The 1970s saw the breakdown of its successor,
the Bretton Woods system. And forty years later,
today’s international monetary system is beset
by economic tensions that look quite familiar.
Indeed, given the scale of reserve accumulation,
cross-border financial integration, and banking
leverage, the crisis facing today’s system may be
the most serious of all. If economic history
teaches us to expect trouble, economic theory
helps us understand its sources. Two principles
from theory are important here. One concerns
the determinants of the demand for reserves, and
the other the supply of reserves (Taylor, 2013).

The prevalence of the US dollar can lead to
structural disparities within the US economy,
particularly  concerning  consumption  and
savings. Being the issuer of the world's primary
reserve currency, the United States has been able
to sustain continuous current account deficits,
supported by foreign capital inflows. While
these inflows have facilitated US consumption
and investment, they have also led to the accrual
of external debt and a reliance on foreign
funding.

Moreover, the dominance of the US dollar
may discourage the United States
addressing fundamental economic disparities and
structural deficiencies. The reserve currency
status of the US dollar has historically enabled
the United States to finance its deficits at
reduced and

from

expenses delay  essential
adjustments to its trade and fiscal policies. This
situation can perpetuate a cycle of dependence
on foreign capital and worsen imbalances in the
US current account balance in the long run.

The history of the international monetary
system can be interpreted as the endless search
for safe assets, safe from the erosion of value
and the debasement of the currency that can
derive from the misguided actions of monarchs,
elected governments, parliaments and central

21

banks. Gold was initially considered the safest
asset as it was nobody's liability, but then the
relative shortage of gold led to the creation of the
gold-dollar standard, where the safety of dollar-
denominated assets was indirectly guaranteed by
the link of the dollar to gold. When that link was
severed, the world de facto delegated to financial
markets the task of determining which assets are
to be considered safe and which not
(Saccomanni, 2011)

The significance of a global payment unit,
separate from any domestic currency, lies in its
capacity to facilitate seamless and -effective
transactions within the worldwide economy. This
particular currency acts as an impartial medium
of exchange, unaffected by the economic policies
or fluctuations of any individual nation. By
providing a shared unit of measurement for
international trade and finance, it diminishes
transaction expenses, mitigates risks associated
with exchange rates, and promotes enhanced
transparency and  trust cross-border
transactions.  Furthermore, international
payment unit can contribute to addressing

in
an

imbalances in global trade and finance by
encouraging more equitable and sustainable
relationships It
prompts countries to prioritize structural reforms
and domestic policies to rectify their trade
imbalances, than relying solely on
currency devaluations or protectionist measures.
All in all, an international payment unit plays a
pivotal role in fostering stability, efficiency, and
cooperation within the interconnected world
economy.

economic between nations.

rather

The advent of digital currencies in the
modern era has laid the groundwork for
establishing a robust monetary system that goes
beyond the limitations imposed by tangible
assets such as gold or the supremacy of any
single national currency. The emergence of
cryptocurrencies and digital assets has led to a
decentralization of monetary transactions,
making them borderless and accessible to
individuals with internet connectivity. Powered
by blockchain technology, which underpins these
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digital currencies, transactions are characterized
by transparency, security, and immutability, thus
mitigating the risks associated with centralized
authority or manipulation. By eliminating the
dependence on physical commodities like gold
or the dominance of a specific national currency,
digital currencies provide a neutral and inclusive
means of conducting global trade. This
democratization of money promotes financial
inclusivity, encourages innovation in financial
services, and lowers barriers to international
trade and investment. As the digital landscape
continues to progress, it has the potential to
shape a resilient monetary system that is
adaptable, efficient, and fair, the
groundwork  for  sustainable = economic
development and prosperity worldwide.

The Special Drawing Rights (SDR) is
another concept that warrants consideration in
discussions surrounding universal monetary
units. Unlike conventional currencies issued by
individual countries, the SDR is a synthetic
reserve asset established by the International
Monetary Fund (IMF) to supplement the official
reserves of its What
distinguishes the SDR is its unique composition,
comprising a weighted basket of major
currencies. This innovative blend ensures that
the value of the SDR
diversified mix of currencies, rather than being
linked to the economic performance of any
single country. This diversity not only bolsters
stability  but promotes  equity by
incorporating the interests and contributions of
multiple nations. Moreover, the governance of
the SDR, overseen by the IMF and its member

laying

member nations.

is derived from a

also

states, guarantees transparency and
accountability in its management, thereby
fostering confidence in its role as an

international currency. Consequently, the SDR
stands as a symbol of ingenuity and fairness in
the realm of global finance, providing a more
inclusive and resilient alternative to traditional
currency systems.

Transitioning the Special Drawing Rights
(SDR) into an international digital currency has
the potential to transform the global financial

22

landscape significantly. This shift could lead to a
more equitable and resilient system by enhancing
the accessibility and efficiency of SDR in
international transactions. The digitalization of
SDR could streamline cross-border payments,
reduce transaction costs, and democratize access
to a stable international currency. This move
would level the playing field for smaller
economies and decrease their reliance on
dominant currencies such as the USD.
Furthermore, establishing the SDR as the
universal unit of international payment in digital
form could help mitigate the risks associated
with currency fluctuations and geopolitical
tensions linked to dependence on a single
dominant currency. As a basket of major
currencies managed by the International
Monetary Fund (IMF), the SDR inherently

embodies  diversification  and  stability.
Leveraging blockchain or other advanced
technologies could further enhance the

transparency and security of SDR transactions,
fostering trust and confidence among participants
in the global financial system.

The to SDR-based
international digital currency would necessitate
collaborative efforts from the international
community, involving central banks, financial

transition an

institutions, and regulatory bodies. Standardizing
protocols for SDR transactions and ensuring
interoperability with existing payment systems
would be critical steps this process.
Additionally, raising awareness the
advantages of SDR digitalization could help
garner support and adoption from both developed
and developing economies.

The adoption of a digital currency based on
the Special Drawing Rights (SDR) has the
potential to reshape the current dominance of the
USD, offering a fairer and more resilient
alternative that aligns with the changing
dynamics of the global economy. By serving as a
neutral and inclusive medium of exchange, the
SDR can promote enhanced economic stability
and cooperation among nations, mitigating the
risks associated with a system heavily dependent
on a single currency. Embracing the possibilities

in
about
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presented by the digitalization of SDR represents
a significant and transformative stride towards
establishing a more equitable and sustainable
international monetary system.

Conclusion

To conclude, transforming the Special
Drawing Rights (SDR) into a digital currency for
global payments has the potential to
revolutionize the worldwide monetary system in
a fairer and more robust way. By utilizing the
SDR's unique makeup as a combination of major
currencies, digitalizing it can help reduce the
dominance of any single currency, like the USD,
thereby addressing the imbalances and
vulnerabilities identified by Robert Triffin's
paradox. This transition promotes equity by
offering a neutral and inclusive medium of
exchange that represents the interests of multiple
countries, encouraging greater stability and
collaboration in the global financial framework.
Moreover, digitizing the SDR opens up
possibilities to improve transparency, efficiency,
and accessibility in cross-border transactions,
ultimately lowering costs and trade barriers.

Through collaborative efforts from the
international community and leveraging
technological progress, the SDR has the

potential to become a cornerstone of a more
resilient and sustainable international monetary

23

system, free from the controversies and

constraints of previous systems. As the world
economy progresses, embracing the potential of
the SDR as a digital currency signifies a
transformative move toward a more balanced and
inclusive financial future.
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Summary
At the current stage of development, special attention
should be focused on maximum realization of the
country's food potential. It is important for Georgia to
overcome food shortage, to provide the population
with affordable, diverse, harmless, high-quality and
sufficient food. Industrialization of agriculture and its
transformation into a high-tech industry stand as
guarantee that the country will meet its food
requirements. In addition, it is important to take into
account that not only expansion of agricultural land is
limited, but on the contrary, it is even decreasing due
to escalation of urbanization process.

The solution lies in the high-performance use of
agricultural lands and increasing of per hectare yield.
There is only one way to achieve this goal — land use
efficiency.

In order to make full use of land and secure high
yields of agricultural crops, additional human labor
and agro-cultural measures are often required to give
a specific soil the properties that other soils possess
under the best natural conditions. Such lands require
significant improvement (melioration).

The proposed paper provides an analysis of the
current state of agricultural hydromelioration in
Georgia.

Economic innovative proposals for the use of
agromelioration have been developed on the basis of
generalization of international best practices.

Favorable soil conditions of cultivated lands
across Georgia are accompanied by a lack or excess
of water, which is why most of the land used in
agriculture requires compulsory soil water regulation
(hydromelioration) in order to obtain a high and
reliable (guaranteed) harvest.

Hydromelioration  significantly — improves
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natural conditions, thus allowing rational use of water
and land resources; acts as agent for distribution of
water in time and space. Hydromelioration can only
be applied where there is a well-functioning irrigation
or drainage network and appropriate hydrotechnical
facilities (hydrotechnical system).

This research dwells upon the experience of
foreign countries from the point of view of
institutional arrangement. We tried to select the
countries based on the principle that the best practices
of all continents should be represented. From Latin
American countries, we studied the institutional
arrangement of Mexico in the field of irrigation, from
the European countries — the experience of Portugal,
Croatia, Bosnia-Herzegovina, Montenegro, Serbia,
Romania and Ukraine; on the Eurasian continent
target country was Russia, in the Caucasus - Armenia,
in Asia Minor - Turkey, in the Middle East - Israel, in
Asia - China, South Korea and Japan, on the
Australian continent — Australia proper.

Such variegated selection showed us the
specifics of institutional structures in different
countries, despite their varying development histories
and paths taken in the field of irrigation and drainage.
From the point of view of institutional arrangement,
several distinct classification markers have been
identified, highlighting similarities between specific
countries and allowing to group them according to
these markers. In particular, we can group countries
according to the type of institutional arrangement in
terms of management - centralized or decentralized.

In 6 of the 17 countries studied, the institutional
arrangement is centralized (Bosnia-Herzegovina,
Montenegro, Ukraine, Russia, Greece, Israel), and in
8 countries it is simply decentralized (Croatia, Serbia,
Romania, Turkey, Armenia, South Korea, Japan,
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Australia). However, decentralized institutional
arrangements and public-private partnerships (PPP)
are found only in China. For example, in China, the
government is interested in attracting private capital
and encouraging private sector participation in
irrigation and drainage, same as in Mexico, which

goes even further to combine decentralized
institutional arrangements, public-private
partnerships, and concessional governance. A
combination of decentralized institutional
arrangements and concessional governance is used in
Portugal.

Most of the countries initially had centralized
management, but development of irrigation and
drainage and the need to effectively solve irrigation
challenges, urged some of them to decentralize
management and bring in the private sector.
Therefore, in those countries where the reform was
implemented, Irrigation Management Transfer (IMT)
took place by transitioning to decentralized and
concessional management.

- In the countries where irrigation institution is
managed in a centrally manner, governmental bodies
are the entities that determine and guide the irrigation
policy. Decisions made in the field of irrigation are
also enforced by governmental bodies. All irrigation
network systems (main and intra-agricultural
networks) are managed by state institutions -
agencies.
- In a decentralized institutional arrangement, the
state policy in the field of irrigation is determined by
central government, while execution is delegated to
regional or specially created authorities. In particular,
wholesale supply of water resources is done by state-
owned operators created for this purpose, while the
management of internal agricultural networks is
carried out by water user associations (WUAs), or
cooperatives (Cooperatives), to which irrigation
management powers are delegated.

Let us briefly consider the forms of participation
of private sector in the management of systems:

a) Public-Private Partnership (PPP). The most
commonly used contractual forms of Public-Private
Partnership (PPP) in the field of irrigation and
drainage are:

Operation, Management and Maintenance
(OMM) contract. Under such agreements, private
sector is involved in operation, management and
maintenance of specific infrastructure. Private sector
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provides services for which it receives payment from
the government or consumers.

Agreement on provision of services to
farmers (Farm service agreement). In such an
arrangement, private sector can also partner with
smallholders and communities to provide farm-level
services. Such services also include domestic
activities, for example, water supply.

Farming agreement (Hub farm agreement).
Under such agreements, private sector may be
involved in production of commercial agricultural
products on the basis of land concession or lease.

b) Concessional governance (Concession).
Concessional governance is an instrument that allows
for the transfer of state-owned water systems to a
concessionaire with obligations to upgrade equipment
and improve service. There are two common forms of
concession: a) Build-Operate-Transfer (BOT) and b)
Design-Build-Operate (DBO).
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LodoMm3zgmdo 56 56Ol OO FIIMEFOO-
@705 Sbgmo Bodol MmEysboBszool, Jox®sd
565990060™39 GwIOHOLEHWO dsHBOOL JoMm-
0990 Jdbol bgwliagMger 30MmMdYdL, Grend Tg-
0gdbsb sbgomo GHodol 3mergd@onMo 0obso-

BEMIYGMds. 50b0dbmwo dmgero Hordm-
9396l MmMsbobozome  Loli@gdsl, G-

ol 999963 gdLsE FoMdmoygbl mMmysbo-

sb®oo 3

Dol 6598w MdgEqdol dmbsfioerggdo,
MHMIWgd0E 30603060 393900 SMI0D

AMOOLEHMEO  A5IHOZJdOM. Foo MOEb-
300 9900056 &HMolGHWo 3omIgdo (G-
3960GHMMB0 S GHYMIbEJO0) s JoHa-
D0053900. MMAHBOBsgool Fgddbols ML
590096039 BHOHOLE M0 B0MTS b 2osT-
D030 99MHM0569896 5305060 3930w
AMOOLGHMWO 2o B039d0L
35630l BMMI0MHYIOOLOMZ0L. 3930GSWI0 G-
50 b53MoEgdgdoL QoMo Fgodwngds dg-
3009l Lbgs doMomso 13mbgdo ©s Lo®-

9em0sbo

obL3MOGHM 153w gdgdo, OHMIWIdOE Yo~
0094qbg0096  BHMOHOLEJOOL  AssHBoE30L
360Hm3g9Ldo.  GHMOoLEAME  LdG®MBLIMOEGHM
™39M5@MOL Lo™939d0 WYL OMYJEGHMEO,
Mmdgeroi 0Mhg3s Imbsfowggdols bdsms wo-
93gLbMdOm. 030 SHMOEF0IWIIL MEMYsbo-
Do3gool 9omm30L  3MBEGHOMEMUL, $93303gdL
LOEGEBLEMOGM  LoTMOEg09gdoL  gobsfong-
00l 2Mox03L  1sbsdMmbsffoerggdl  ImGob
(Stephen J... 2009:185).

3M99EG0O 0565083 MdGEMd5d0 IYmRo GHWIOHOLEMEO GHEMBL3MOEHOL
2590ygqbgdol SWOT sbsgrobo

d@0g6Ho dbsMmggdo

LbGo dbsmggdo

- LOG®BL3MOEGHM Bsdowgdgdol dgbsbgol, dgdg-

Bols s M99mbE 0L botxgdol Moo-35¢Mo 990-
3061905;

Bo@@obldmm@m  1sdoegdgdol  godmyg-bgdols
15305M© FoVOWO M3GMOBHOIMDY;

35 EYOIYOIO0L OO ool Fos@bs G-
0bGH¥I0Es6 LoGMBLEMMOEHM 3035609050 Y;
AOOLEGHo  LOG®BL3MOGHM  FmALobOHgdOL
05D5OHBY 3mb3MM9b3E00L MBOL sT50Egds;

- 3m9d@GHor@o msbsdgmmdgermdol 89ddbo-
L300l bsFoMMms OO BobsblrHo, TGm-
9000 5 POMOMO EsbsbsMROO.

d9L53¢gdWMBdYOO

LoMombg

G®6L3MOGHT0 MLOIROPOMGOOL Foswo Embol
OdOYBZICYmB;

Lmb@o dboMggdol 2s8m3wgbs s 3m@gbiom®o
Log3MMbggdol sedmgbgms LfmMo dgbgxdgbEol
@5 3530mbobo  35MmGHBoMOMO MO IOHDHMdY-
00l boatxbg.

- OgLoderms FoMdmoddbsls 3mbgeroddo mo-
B59mbsfioerggdls  TmGol  Lo@GEmobldm®Em
L5590 9d0L GMMNOMNIEISE dodmygby-
00l dgdmbgggsdo.
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™3965GHMMOL ©s8%349dbgdgd0 YBwg-
050mboo 50056 EsFMM30IOWOE S0MBO-
™6 299MH»056900L  MORB0BoEOYE-LodsM-
MOWGIMH030 BMETs, BoaGod 439wsbg Mm3@o-
o0 9OLYOIMo GoMTJo0sb Fgodergds
04l ,,b59MIbToMYOWM 3MM3YMsEH030. 0gg-
6306 o BHOOLGHMEO  LoGEMIBLEMEOEG™M
35030l BMOToMgdol 59 Bgmml, 05650mbs-
flowggdo 0wgdgh 39033909 I30OAHILe-
09dL. 50 35M05BEHOL  oEIdomo  TboMgs
oboE, OMI 05bsIBWMBYEMBdSTo FgodeErgds
39300696 BgdoLdogMo LowoOL s Lszmo-
6900L BMMOIoL GHMMHOLEWWO FoMIdo. 3tm-
©9JGH0MOH0  065053MmdImdol  Hotmdm-
050296mdomo 30905 5y bl Lo@®sb-
L3MOGM 35630L 496300050900l AMAgE3s-
056 BEMGHIH0L, B3sLYdOL 3G
93936 Lbgs sg@vemmed Lszombgdl. dgod-

@905 00g33L, MHMI  GHMOOLEGHWWO  GOb-
L3MEOEGOL MBSIFEWMBYEIMDY, LoEMIBLIMM-

&M HMOMOLEAHMWO M3GOHOGHMMOL Lobom o6
360 653190 989JGHMO, 300Mg bgs Bme™-
0900 (1 356., 2 356.). 35MQS 530l YogMm0s-
Bgdmo  3530¢swo  dgodwgds  Lsdsdmerm
AYOOLEHMEO LoGMBLIMOEGHM LTS gdg-
0oL §omdmgdol LbGodmwsE 0di3gl, 0BOHEY-

gbOoo 4

05 GOHoLGHIOOL LoGEmbL3MOEBHM dmdbobyy-
MgooL bomobbo s sbsdgEMmdgEmdsdo
994mg GOHoLEGWE BoMIGOL J9w9dE0s0 -
90119300090s© A9bsbmEmEogEmb dmdlobyy-
“900L 356MH0g9gd0L
(Arjevanidze G ...2022: 89-92).
3560036310 4. LoGMobL3MMGHM Lafo®dmy-
00l o LOLEBHWIOMIOOL MMOGHD 096ST-
IOMImds  (399¢0), GMIgwog  9i3wdbgds
Logddosbmdol d98gy L39dEadUL:
e sboero  13g30oE0BoMIOMEo  LoEEb-
L3MOEGHM LodMoEgdgdol Jqdgbsl, botxq-
0oL YOHM0GM0YB[FoEgdoo;

™3G030BsE0s

o BobTom, FogMsd 9gsMgdom sboEo G-
oGO LoGMBL3MOGHM  LsdMOEgdg-
00l dgdgbosls;

o LobAHMIOM™MS 3590006 gdJGOL  LOoGEb-
L3MOGM LEPoTIMGdTS MBS FoMrmaobmb
9mbds900b5m30L LoGMIBLEMOEM Lodwms-
90900 F9MO00 VI GolGdTo. oo-
659dOMIMdsdo Jgodergds dmbsforgmds
0000Mmb  BwOOoLEHMEds goMIgdTs3, G-
09@omog 9990 gdsm  0bYMRGOIWME  Bod)-
96L3MOEHM BoGo@TmL ImALobmEgdood 8g-
QYO0 VW BSLYITO.

LoLEBNIOMIBOL O LOGEBL3MOEM 333560900l MsbsdTOMTMdoL SWOT - sbserobo

d0gMo GbsMggdo

Ll Bo dbsmggdo

- AMOHOLEGHM 3sH0E390DY batrxgdol 9d306M9ds;
- BoBMbLEMOGM BT gdgdol  Jofimgdol  Fomswro

39653H0MIMIY;

- 30bEGOMEol 993060905 LoEOIBL3MM-
A 30035609039, LoGEmBLEMOEGHM o~
895090900l bbgs dobboo 5dmygbg-

- 39059053900l Joge ImALIbLYMHGdOL (EGHIMHOLEWIO
29005003900b) 25903900l dmEwEmdol BME.;

- B BMbLEMOGM BHOOLEHMWO bsdsEgdgdol Fgdgbols
159590900l AOBOS.

05%9.

d9L53EYPOWMBYOO

LoggOmby

- 399 do dmbsfoang Fbadggdol Hol3gdol 890306 9ds;

- Lo@®mobldmOGHM bodwogdgdoL MsBOMbMYdsHY 3mb-
Ao 3ol bbgs dmbsfiorggdols bGosb;

- 056509000m39, MLsBOMbM  3IFMOEHMWO  LoEMb-
L3MOEM L5349 gdgd0L Tgdgbo.

- 8mbofloangqdol  s653900wloboolog-

M90s.
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@OoGIOHGIO

1. 56%93560d9 ., ©@bgysdg o., Pmamgsdy x.
(2021). LyBEZsOYSMYNOL J3994b9d0L Qodm30-
@900l ©s6gMa3s LodsOmmM39wmL  BMGMOLEY-
@0 L5GMBLIMOEHM 0bgBHIBEOMIEHMOL ot~
3530. 939530 §90gmol Lsbgwdfogm wmbo-

©s33bs

Raga®gdwo 33w)3gdob bogdgger-
g 00300900  3mb3OMgEHMwo  Lsdgibogdm
360 IGH0, 39MIM:
1. 89985305 Lo@BMbL3MOEGHM FmALobdy-

0oL d5BoMBY BHMOOLEBHMO s LoBMb-
L3OEHM LEGoMTIMGdOL MMYSBODIFOMEO
09900 O 3939©s dsmo SWOT
sbserobgdo.

0dgMHgmol Ggaombdo 90Bsbdgfimbowos
AMOOLGHMEO  LOGOBLIMOEGHM  IMAbs-
bm@adol dsDombg LydogdBHgdl Tmeol
MODOYODMO0L 0lgmo BMMTs, HMAM-
035 GIOHOLAEIX0 FoMIgdOL s Lod)-
obL3MOGHM 3M33560930L gogMm0sbgds.
23996000056500L gl B3OS §939BL MOIMS3
36MHMdgIqdL, GMdol Foedmddbs @v-
HoLBHIOOL LoBMbL3MOEGHM ImAlobmeg-
00l 36m39800 LBwYoEgdsl 593l Gvy-
GHobGer  go6MIIPL  0dMTomb  MgGH@

98393GMOS©,  8950306Mb bsMxgdo s
95850¢Mb ImALabwyMHgdoL badolbo.
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Summary: Tourism is recognized as one of
the priority directions in the country's development.
Its development is impossible without the
development of relevant infrastructure and service
industries in the regions. In this regard, transport
services have a decisive role in the revival of the
industry. Transport services for tourists in the Imereti
region are mainly provided by private transport and
tourism companies. In the research process, various
options of the organizational model of cooperation of
tourist and transport companies were developed for
tourism and transport companies and their SWOT
analysis was made.

Modern tourist transport, regardless of its type, can
belong to different forms of ownership. Transport
services for tourists in the Imereti region are mainly
provided by private transport and tourism companies.
In the research process, various organizational models
of cooperation of tourism and transport companies
and their SWOT analyses were developed.

Based on the conducted research, we obtained a
specific scientific product, in particular:

1. Organizational models of tourism and transport
enterprises in the transport services market were
developed and their SWOT analysis was made.

2. In the Imereti region, such a form of relationship
between entities in the market of tourist transport
services is appropriate, such as the union of tourist
firms and transport companies. This form of union
solves some problems that arise in the process of

41

tourist transport services, allowing tourist companies
to work more efficiently, reduce costs, and increase
the quality of service.

References

1. Arjevanidze G., Dangadze I., Chogovadze J.
(2021). Implementation of the experience of
foreign countries in the management of the tourist
transport infrastructure of Georgia. Akaki Tsereteli
State University Bulletin. Kutaisi, pp. 121-131.

. Arjevanidze G., Lekveishvili R., Dangadze I,
Purtskhvanidze G. (2021). Trends in the
development tourism transport infrastructure in
Georgia and the wider the region. SCIENTIFIC
TECHNICAL UNION OF MECHANICAL
ENGINEERING "INDUSTRY 4.0", P. 8-11.

. Arjevanidze G., Dangadze 1. (2022) Use of
innovative methods in the management of tourist
transport infrastructure. trans&MOTAUTO °22
PROCEEDINGS ISSN 1313-5031(Print), ISSN
2535-0307 (Online) VARNA, BULGARIA
Publisher: Scientific-technical union of mechanical
engineer, P. 89-92.

. Pender L., Sharpley R. (2005). The Management of
Tourizm. London: SAGE Publications, 323 p.

. Stephen J. Page (2009). Transport and tourism.
Global perspectives. 3rd edition, London: Pearson
education Ltd, 447 p.

. Kuskov A., (2008). Transport provision in tourism.
Textbook. M.: KnoRus, 368 p.




93Mmbmdozm®o 3Gmzowo, Bmdo 19, 1(27), 2024 / Economic Profile, Vol. 19, 1(27), 2024

Challenges of the microbank as a new representative of the financial sector

Lasha Beridze
Ph.D., BA, Professor, St. Tbel Abuserisdze
University, lashalasha0103@gmail.com

Ramin Tsinaridze

Doctor of Business Management, Assoc. professor, Batumi Shota
Rustaveli State University, ramin.tsinaridze@bsu.edu.ge

Keywords: bank; microbank; microfinance organization; assets; loans

J.E.L. classification: G21, GI18 DOI:

https://doi.org/10.52244/ep.2024.27.11

For citation: Beridze L., Tsinaridze R., (2024) Challenges of the microbank as a new representative of the

financial  sector (in  English).  Economic

https://doi.org/10.52244/ep.2024.27.11

Anotation. An important role for developing
economies is played by the volume and facilities of
business and population lending. Although the
financial sector of Georgia has been characterized by
stability in recent years and the volume of the sector
is increasing, this growth was not the same for all
participants in the sector and certainly effective for
business and the population, because the commercial
banks and insurance sectors are characterized by
increasing trends from the financial sector and
microfinance organizations and the securities market
are characterized by a relatively decreasing trend.

It is recognized that the development of the
financial sector and high competition ensure greater
access to finance and alternative resource
investments. High interest rates are a challenge for
the state, but it is logical that the existence of
competition in the financial sector alone cannot
ensure its reduction.

Participants of the financial sector need liquid
assets to manage and effectively dispose of their own
and raised funds, therefore, in this process, the
supervisory body of the financial sector - the National
Bank conducts a number of measures, which derives
from and depends on the current economic situation
in the country. It is with this logic that a new decision
was made, which created microbanks and which
should take the place of an intermediary link between
commercial banks and microfinance organizations.

The world does not have a long history of
microbanking experience, but we are certainly
familiar with the classification of commercial banks
by specialization, and the United States of America is
a clear example of this. Commercial banks in
Georgia operate on the principle of universality, and
they include financing of loans of any field and
volume in their portfolio.

Microbanks, based on their name, indicate a
relatively reduced/truncated version of commercial
banks, which should be focused on financing

Profile,
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Vol. 19, 1(27), p. 42-49. DOL

relatively small volumes of loans, unlike commercial
banks, but we understand that microbanks will have to
enter into competition with both microfinance
organizations and commercial banks, therefore, how
much its creation will justify the goals of creation will
be assessed by observing the practice, which requires
time.

The task of the research is to evaluate and
analyze the creation of an intermediary link between
microbanks as new participants in the financial
sector, commercial banks and  microfinance
organizations. Commercial banks operate on the
principle of universality, and their portfolio includes
financing loans of any field and volume. Microbanks
indicate a relatively reduced/truncated version of
commercial banks, which should be focused on
financing loans of a relatively small volume, unlike
commercial banks.

The subject of the study is the necessity and
reasons for creating a new representative of the
financial sector of Georgia, and the object of the
study is the financial and statistical indicators of
banking and non-banking institutions in the financial
market of Georgia.

The following methods of scientific research were
used to solve the set goal: analytical - for collection,
summary, Analogies and comparisons - determining
the impact of a new "player" on the financial sector;
Generalization - for formulating conclusions based on
research results.

Introduction
On February 22, 2023, the Parliament of
Georgia adopted the law "On the activities of
microbanks", which defined the basic provisions
of the activities of such an organization. The
government announced the creation of such
organizations even before that, already in 2022,
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moreover, the creation of microbanks was
discussed in scientific and political circles even
during the creation of  microfinance
organizations. In addition, it should be noted that
financial institutions with similar characteristics
were created in Georgia, for example, JSC
"Procredit Bank", which operates in the banking
sector of Georgia, was originally created as
MBG microfinance bank, therefore, even today,
the bank's goal is to finance small and medium-
sized businesses, which have a long-term
development plan. (Georgia P. b., 2024)

Accordingly, the mentioned law defined the
main objectives of the adoption of this law, as
well as defined the rules for the activity and
licensing of microbanks and others.

Microbanks, as they represent the
participants of the financial market, came under
the supervision of the National Bank of Georgia,
therefore, the National Bank of Georgia was
instructed to prepare legal acts by July 1, 2023.
For the current period, the National Bank of
Georgia has adopted 32 legal and 2 supervisory
acts on microbanks. In fact, from a supervisory
point of view, microbanks should meet similar
requirements commercial banks, with
relatively relaxed requirements, and this is
logical. With the documents developed by July

as

2023, it is already possible to issue microbank
licenses. According to the explanatory card,
which preceded the adoption of the mentioned
law, it is explained that: "It is important that,
despite the same status, business models that
differ in content were subject to a different
regime of regulation and supervision." This has
given rise to the need to improve the supervisory
framework of non-banking institutions. In
connection with the aforementioned, the
International Monetary Fund developed relevant
recommendations. (IMF, 2020) As a result, the
National Bank of Georgia made a decision to
develop a supervisory framework for a new
financial institution - a micro bank.". (Georgia P.
0.,2022)
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Main part

As we know, the adoption of the law is
immediately preceded by an explanatory card,
which defines the reason and objectives of the
adoption of the law, so it is interesting how the
legislative body evaluated these factors.
According to the explanatory card, the micro-
bank will mainly carry out its activities in those
sectors where the operational costs are high and,
accordingly, the interest of commercial banks is
low. In the explanatory card and directly in
Article 3.1 of the law, it was mentioned that "the
microbank model is based on crediting persons
receiving income from entrepreneurial activities
(including agricultural activities). In particular, at
least 70 percent of the microbank's credit
portfolio should consist of loans granted for
entrepreneurial purposes and/or loans whose
repayment source is income from entrepreneurial
activities. (Georgia P. 0., 2022)

Also, it is important that the legislation does
not make a division into classic, entrepreneurial
and agricultural financing organizations, from
microfinance organizations focused on consumer
credit products, therefore, it is unfair to bring
such organizations into a single regulation.

It is important that the explanation card for
the adoption of the draft law establishes the
reason for the adoption of the law and the results
to be achieved, in particular:

- Due to the lack of access to the GEL
resource and the lack of direct access to the
monetary instruments of the National Bank of
Georgia, the need to hedge the resource received
in foreign currency increases the cost of funds,
which is reflected in expensive credit products.
Micro banks will be granted the right to open
correspondent accounts in the National Bank of
Georgia. This will increase direct access to
monetary instruments, promote the attraction of
GEL resources, and reduce hedging costs, which,
along with the increase in non-interest income,
will affect the reduction of the interest rate of
products.. (Georgia P. 0., 2022)

- It should be taken
microfinance organizations, due to the permitted

into account that
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activities defined by the law, lack the opportunity
to offer their clients (micro and small lending
segment) other basic banking services, such as
opening an account and servicing it.

- On the one hand, this limits the financial
involvement of clients, especially in the regions,
and on the other hand, the possibility of
receiving non-interest income, which s
ultimately reflected in more expensive credit
products. (Georgia P. o., 2022)

Microbanks will have the opportunity to
grant loans to one borrower or a group of
interconnected borrowers and undertake other
obligations, the maximum total amount of which
should not exceed 1,000,000 (one million) GEL,
also unlike microfinance organizations, as
mentioned, Mirkobanks have the
opportunity to receive deposits and serve
customers by opening various accounts.

Based on the above, it is clear that the
existence of microbanks should ensure more
access to financial resources and relatively more
competition, and competition should be a factor

will

in reducing interest rates on loans (it is possible
to extend a similar opinion to deposits as an

alternative way of investing money), In this
regard, there are many papers that acknowledge
such an opinion. (Vanroose, Annabel and Bert
D’Espallier, 2013) In addition, it is also
recognized that not only the presence of various
types of financial organizations, but also their
number and geographical distribution,
branches, ATMs and others, are important for
ensuring access to financial resources. (Robert
Cull, Asli Demirgiic-Kunt, Jonathan Morduch, ,
2013)

It should be noted that the purpose of
creating microbanks is to occupy an intermediate

1.e.

link between microfinance organizations and
commercial banks.

According to the consolidated statements of
microfinance organizations published by the
National Bank of Georgia, the financial
indicators of microfinance organizations have
been unstable over the last 8 years, as for the
amount of loans issued, it has decreased (see
Table 1).

Table 1

Selected financial and statistical indicators of microfinance organizations 2015-2023 yy.
(National, Consolidated financial data of microfinance organizations, 2023)

2015 2016 2017 2018

2019 2020 2021 2022 2023, 11

Total
assets,

1,611,272 | 2,019,805 | 1,523,790 | 1,457,978

thousand
GEL

1,378,550 | 1,476,855 | 1,634,315 | 1,879,170 | 1,941,271

Total
loans,
thousand
GEL

1,197,554 | 1,443,696 | 1,136,950 | 1,101,531

1,129,140 | 1,184,172 | 1,360,136 | 1,573,998 | 1,622,616

Number | 531,189 1,151,355 | 794,481 786,117

of loans

708,565 662,412 726,736 827,181 853,367

It should be noted here that the number of
microfinance organizations has decreased and
will amount to 34 by the 2nd quarter of 2023.
According to the report of the National Bank
of Georgia, in 2006-2016, the number of
microfinance organizations increased from 15 to

80, and the number of their branches and service
centers increased from 21 to 430, which led to an
increase in the number of employees to 5,900.
The decreasing trend began in 2017. When the
stricter requirements imposed by the National
Bank and the growing competition created a
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certain crisis in the market of microfinance
organizations. (Dzadzua, 2022)

assets of commercial banks have increased from
25 billion to 70 billion GEL, and net profit from

Unlike microfinance organizations, total 537 million to 2 billion (see Table 2).
Table 2
Selected financial and statistical indicators of commercial banks
2015-2023 yy (National, Monetary and financial statistic, 2023)
2015 2016 2017 2018 2019 2020 2021 2022 2023, 11
Total assets, | 25,632 | 30,149 | 34,593 | 39,983 | 47,183 | 56,871 | 60,021 | 70,350 | 69,931
million GEL
Interest  income | 1,982 | 2,118 2,456 2,897 3.143 3,465 4,203 4,896 2,736
from loans,
million GEL
Net profit, million | 537 679 869.8 914.7 953.6 99.3 2,082 2,090 1,258
GEL

It should be noted that the profitability of
commercial banks in Georgia is one of the
highest and is highly stable, while the net profit
and total assets of commercial banks are
increasing year by year. The high potential and
growing demand of commercial banks is
determined by the variety of their product
offerings and the existence of monopolistic

competition (the listing of JSC "Bank of

Georgia" and JSC "TBC" Bank on the London
Stock Exchange should be noted). It is logical
that a strong financial institution also plays an
important role in the introduction of innovative
technologies, which makes the ways and means
of providing their products relatively -easier,
therefore, microbanks will have to focus more on
the selected segment at the initial stage using
specific approaches and means

Table 3

Loans by volume range (Georgia N. B., Loans by volume ranges, 2024)

Period = Total Lﬂ%trg.lno 1'50,?3%5.100
2024-03 20,683.1 564.7 2.305.4
2024-02 29,120.8 562.5 2,3025
2024-01 28,718.2 5635 2,310.6
2023-12 28,833.3 557.9 2,300.0
2023-11 27,399.8 5518 2.279.4
2023-10 27.476.9 546.3 2.262.4
2023-09 27,044.9 546.1 2.264.1
2023-08 26,441.7 542.0 22502
2023-07 26,032.2 546.7 2,250.8
2023-06 25,938.6 546.3 22475

As it can be seen from the table, according
to the ranking of the volume of loans, medium
and large volume loans prevail, among them the
volume of loans of more than 1,000,000 GEL is
more than 20% of the total loans, and we
understand that the microbank will not be able to
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5,000.01 - 25,000.01- 100,000.01- 1,000,000.01
25,000.00 100,000.00 1,000,000.00 and over
5227.0 7,749.3 76772 6,159.5
5138.9 7,629.8 7,4952 5991.9
5,087.2 75055 73155 58559
5,039.6 7,460.6 7,295.0 6,171.2
4990.9 7,329 7,0326 5716.0
49249 7,210.2 6,854.7 5,673.4
49158 71343 6,669.3 55148
48811 7,041.8 6,469.0 52426
423509 6,969.4 §,327.2 5087.2
48176 6,893.0 6,169.3 5264.5

participate in the competition for granting such
But the rest of the should
theoretically have a competitive potential, but
even in such a case there are many questions that
need to be answered.

loans. loans
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Table N4

Interest rates on loans by volume ranges (Georgia N. B., Interest Rates on Loans by volume
Ranges, 2024)

Period = Total Losoos  Saooon
2024-03 14.74% 22 40% 2238%
2024-02 14.97% 23.00% 2267%
2024-01 15.12% 23.20% 2274%
2023-12 15.15% 23.32% 22 81%
2023-11 15.37% 23.58% 23.03%
2023-10 15.40% 2370% 2308%
2023-09 15.46% 23.73% 23.15%

According to Table N4, the shorter the term
of the loan, the higher the interest rate on loans,
and the interest rate decreases along with the
increase in the volume of the loan, the exception
is the volume of loans issued in the amount of
more than 1,000,000 GEL, and the average
interest rate on loans is 14.74% and in the last 6
months with a relatively decreasing trend
characterized, but the interest rate of such a
volume cannot be considered as an optimal
volume for effectively lending the economy.

In addition, it is important that according to
the regulations adopted by the National Bank in
2018, responsible lending of individuals is in

5,000.01 -  25,000.01 - 100,000.01 - 1,000,000.01
25,000.00 100,000.00 1,000,000.00 and over
18.46% 13.58% 12.33% 12.63%
18.54% 13.69% 12.52% 13.08%
18.58% 13.78% 12.66% 13.38%
18.56% 13.81% 12.74% 13.44%
18.64% 13.90% 12.91% 13.81%
18.60% 13.89% 12.97% 13.85%
18.58% 13.91% 13.02% 13.90%

effect, which is focused on reducing over-
indebtedness and increasing the borrower's
creditworthiness. (Tsinaridze & Beridze, 2020) It
is interesting that in the case of micro-banks,
there will be a separation of loan service and
collateral ratios, in order to attract more clients
by micro-banks.

Based on the goals of the law, the state aims
to finance enterprises with high operating costs,
and the direction of agriculture is mentioned
separately among them, therefore,
highlight and characterize the ranking of loans
issued by commercial banks in this direction
according to economic sectors.

we  will

Diagram 1

Loans by NACE (Georgia N. B., Loans By NACE, 2024)

Stock, million GEL

258 Agriculture, Forestry, Fishing

Stock, million GEL
Period: 2024-03
Value: 1,257.0
Total: 25,138.1
Share: 5.00%

M Wholesale
Hotels and restaurants
M Transport, storage and ...

M Agriculture, Forestry, Fi...
W Industry
M Construction

W Financial intermediation
M Real estate, renting and..
M Education

W Health Care and Social ...
M other
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Looking at the diagram, we can conclude
that the volume of loans granted by commercial
banks to agriculture is quite low, despite the fact
that the volume of lending has been increasing in
recent years, its share is only 5% of total loans
(1,257 million GEL), which is not considered a
high volume portfolio.

Conclusion

It should be noted that, as in the case of
microfinance organizations, microbanks will
also have to enter into competition with
commercial banks, and the latter will have more
competitive leverage due to their experience and
financial indicators, therefore the National Bank
should allow microbanks to use such tools that
will allow microbanks to take a competitive
place in a fairly saturated market, as foreign
practice shows, it can be online, innovative
service offers and small volume credits for the
main mass of the population, low-income and
middle-income society. Of course, practice will
highlight more trends, but it is difficult to
determine how healthy competition or access to
financial resources will be achieved, therefore,
how microbanks will be involved in the supply
chain of such resources may depend on the
National Bank of Georgia.

In addition, commercial banks are highly
liquid financial institutions with the support of
highly liquid instruments from the National
Bank with an already saturated market,
therefore, the recruitment of potential or existing
borrowers by microbanks from commercial
banks will be related to a rather difficult process.
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Anotation. This article discusses a forecasting model
with a combination of moving average and regression
analysis. The result of modeling on a specific
numerical example - the dynamics of visits of foreign
travelers to Georgia - indicates that this approach to
building trend models provides a good degree of data
approximation and forecasting. All calculations
necessary to build the model are performed using
Excel tools.

Introduction
In tourism, as in any other business, a
responsible decision requires serious

justification, since a mistake made in making a
decision is associated with large financial losses.

In such cases, it is necessary to turn to
modeling the behavior of the economic system.
In most cases, mathematical models are used,
which save the researcher from the need to
conduct expensive experiments.

Tourism processes are usually dynamic,
characterized by seasonality and trends. By
analytically simplifying the dynamic rows, a
certain model - a trend equation is built, which
accurately  describes  the
development trend of the event in time. The

mathematically

change in indicator levels can be described using
a time function. Analytical smoothing method
provides opportunity evaluate,
mathematically describe and predict the event.

an to

Among the econometric modeling models
that allow for fairly good quality forecasting (for
a long period) for data with trend and
seasonality, we can highlight the Holt Winters

50

model (Stanley Jere, ..2019: 258-267),
(Forecasting International Tourist Arrivals...,
2021: 41 -51), Fourier trigonometric series model
(Khasaia & Chumburidze 2021: 122-130),
moving average method (Ivanovski ... 2018: 121-
132), gradient (Khasaia 2011: 5-10) and other
models. However, the calculation of parameters
in these models is quite difficult.

It is much easier to make a forecast for a
short period using correlation-regression analysis
(Khasaia 2014: 193-195).

In the presented paper, a forecasting model
with a combination of moving average and
regression analysis is discussed and the dynamics
of international travelers' visits to Georgia are
predicted.

The main goal of studying the visits of
international travelers is to scientifically
substantiate its development for the future
period, to provide a forecast that can be used in
planning both in the tourism industry and in
other socio-economic prospective calculations.
Forecasting using regression analysis

To make a long-term forecast, it is
necessary to use the data of previous years of the
same period (at least 3-4 years). Consider the
data of visits of international travelers to Georgia
by quarters in 2020-2023. (National Tourism
Administration of Georgia, 2024)




93Mmbmdozm®o 3Gmzowo, Bmdo 19, 1(27), 2024 / Economic Profile, Vol. 19, 1(27), 2024

Table 1.
Visits of international travelers, 2020-2023
v Quarter | | I 1 v
2020 233479 | 114119 150320 149582
2021 134,712 | 351,302 815420 | 579837
2022 576503 | 1049425 | 2266677 | 1534298
2023 1208462 [ 1651655 | 2706863 | 1505240

It is necessary to make a forecast of the
visits of international travelers in the I, II, IIT and
IV quarters of 2024 based on the data of
previous years.

Using a simple econometric model, we get
the regression equation, according to which we
can predict the next period with 72% accuracy:
V= 149406 +x + 361054 (R* = 0.7158)
A higher quality of forecasting is possible by
combining the moving average model and
regression analysis.

Forecasting using moving average
regression analysis

The moving average method is one of the
popular analysis tools. Its popularity is due to the
ease of calculation and results. The essence of

and

the method is to calculate the average of the data
in a certain period of time.

Let's build a time series using the moving
average method (using the “Average” function in
Excel). Let's find the average deviations of the
smoothed series from the given time series.
Based on the initial values of the time series, we
calculate a smoothed time series using the
moving average method based on data from the 2
previous seasons (previous 2 quarters).

Based on the resulting model, we calculate
the values of the centered moving average (the
average value of numbers located nearby) and
seasonal variations (the difference between the
actual and centered values), and write the result
in the table (see Table 2.).

Table 2.

Table of intermediate calculations

1 2 3 4 5 6 7
I 233479 537015
(—)
§ | 114119 28077
I 150320 173799 153009 2689 382033
v 149582 132220 141085 8497 464441
I 135 149951 112405 112270 303671
S Il 351 74858 37551 37199 85690
S il 815420 243 204064 611356 283067
v 579837 407886 552757 27080 894696
§ I 576503 697629 637899 61396 880039
S i 1049425 578170 695567 353858 963383

51
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11 2266677 812964 1235508 1031170 1734324
v 1534298 1658051 1779269 -244971 1849157
I 1208462 1900488 1635934 -427472 1511998
Pl II 1651655 1371380 1400719 250936 1565613
] 11 2706863 1430059 1804659 902204 2174510
v 1505240 2179259 2142655 -637415 1820099

Let's find the average seasonal change
using the data in Table 2 (column 6) and write it
in Table 3 (see Table 3).

The sum of the mean seasonal variation
should tend to zero, but it doesn't, so we make an
adjustment. In our case, it is equal to 412626, so

we need to adjust the seasonal variations with the
correction factor K=412626/4= 103156,597, that
is, we have to subtract K from the average
seasonal variation, we get the adjusted seasonal
variation, the sum of which tends to zero (see
table 3).

Table 3.
Adjustment for seasonal variation

Quarter I I 11T v sum
Average seasonal -200379 189198 635510 -211702 412626
variations
Adjusted seasonal -303536 86042 532353 -314859 0
average

Remove  (subtract) the seasonality We approximate the deseasoned data using

components from the actual values of the time
series, i.e., deseasonize the data and enter the
data obtained (deseasoned international visits) in
Table. 2.

the least squares method in Excel, which will
allow us to take into account the trend and the
random component of the number of visits by
international travelers (see Cart 1).

Diagram 1.

Approximation of deseasonalized data by regression model
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We obtained a model of international travelers'

visits - a trend equation with a coefficient of

determination of 0.81:

v =56674+x*+ 30633 +x — 51400 (R* =0.31)
Thus, the obtained model with 81%

accuracy gives us the basis to say that 11
million international travelers are expected to
visit Georgia in 2024, and the figures based on
quarters (taking into account the seasonality
component) is given in Table 4.:

Table 4.
International traveler visit forecast data
Quarter I 11 111 v
Visits of
international 2047564 2549147 3644956 2787882
travelers
Conclusion . Khasaia,Izolda (2014) Methods of Scientific

Modeling results

for a specific numerical

example - international visitor visits to Georgia -
prove that the trend modeling approach, which
includes a combination of moving average and
regression analysis, provides a good quality of

data approximation and forecasting.

The use of trend models will give the entities
involved in tourism the opportunity to obtain a

since
the

economic
can

effect,
anticipate

significant
organization

the
possible

development of events and prepare for them in

advance.

According to the forecast of visits of

international travelers to Georgia,

we€ can

conclude that international tourism is trending
upward and in 2024 will not only reach the 2019
level (before the pandemic), but will also exceed

it by 17%.

The main thing is that this growth trend is
not affected by circumstances related to military

aggression or other disasters.
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Summary: The expansion of the boundaries of
globalization in itself leads to the facilitation of the
movement of people from one country to another. As
the reality of past decades has shown, this could be
voluntary or involuntary movement, which is caused
by the need to find jobs. Over the years, the migration
of these flows of people between countries has
acquired a large scale and has become a pressing

challenge. Migration is among the most important
global challenges, which is accompanied by not only
social, unsustainable, and severe economic problems,
but also creates many difficulties in many countries
throughout the world. One of the major reasons for
present-day human migrations is due to socio-
economic problems.

Migration balance of Georgia in 1994-2022
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The analysis of the migration balance showed us
that in the first decade of independence (1994-2002),
the negative migration balance was particularly high
(25-190 thousand people). In 2022, as a result of the
migration changes caused by the Russian-Ukrainian
war, the positive migration balance amounted to 56,509
people.

The analysis of these migration flows in terms of
age, in 2022, has shown that the number of immigrants
in all age-groups was higher than the number of
emigrants, which is also the result of the migration

62

changes caused by the Russian-Ukrainian war. As
expected, emigrants and immigrants (economically
active population) between the ages of 16 and 64 have
the highest specific share, which made up 84% and
86% of their total number, respectively.

Given the increased opportunities  for
international mobility and the driving factors of
migration, a reduction in emigration flows is unlikely
to occur in the near future. In our opinion, it will be
important to bring these flows into a safe and legal
framework, as well as to strengthen relations with the
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large Georgian diaspora living abroad and to involve
them in the socio-economic development of the
country.

It should be noted that today, remittances continue
to play an important role in the lives of migrant
families remaining in Georgia. As studies show,
despite their relatively high amount, remittances have
little impact on the country's economic development.
Thus, it is important to establish a migration policy in
Georgia that will contribute to the reduction of
irrational, intensive emigration, the legalization of
migration, the increase of the efficiency of migration,
the return of migrants and their socio-economic
reintegration in their homeland, the harmonization of
the migration policy of Georgia with the measures
taken by the countries of immigration, and the
normalization of immigration processes.
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Summary: After gaining independence,
deepening and promoting business relations based on
private property became the main priority of the
country. In this regard, for a country of the size and
economic potential of Georgia, one of the main
vectors is aimed at the development of small
enterprises. Over the past three decades, the
development of this business sector has not been
uniform and has been full of contradictions. The
problem is real, therefore the presented article is
devoted to the analysis of the regional structure of the

54
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Economic reforms since gaining independence
have always implied the promotion of small business
development. Accordingly, the scale of small
business development was changing, and at one or
another stage of economic development, the
specificities of the regional development of this sector
were identified.

In 2022, the turnover of production in the
business sector in Georgia exceeded 33.3 billion
GEL, 18.3% of which accounts for the small business
sector. Its specific share in production and added
value are 27.7 and 27.3%, respectively. It is relatively
modest in production costs and sales prices (17.5%).

Small enterprises play an important role in
employment and, therefore, in solving socio-
economic problems. Almost 40% of those engaged in
business are employed in this sector. The research

70

small business sector in Georgia. In particular, along
with the main indicators of the small business sector,
the article discusses the related regional specificities,
such as data analysis of the turnover of production in
small enterprises, output of products, added value,
fixed capital, distributed profit and employment,
which are also considered in terms of types of
economic activity. All of the above above-mentioned
factors lend relevance to the presented paper.
Distribution of the indicator of small enterprises
according to the regions of Georgia (2022, %)

W ProductionValue W Value Added
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and storage

revealed that:

1. The average monthly wage of employees in small
business is still low, and is 74% of the national
average.

. Asymmetry in the average monthly wage of
employees is observed between the capital and
regions. The indicator of the regions is only 46-
60% of the data of Tbilisi;

. We believe that the asymmetric development of the
regions and the inequality are due to the
asymmetry of the development of small businesses
in the regions, which is manifested in specific
indicators;

. According to the types of economic activity,
enterprises of the small business sector in different
regions are characterized by different workloads.
Small enterprises in the capital have a relatively
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low specific share of the turnover of production in
the business sector, while in small regions this
indicator is 4-5 times higher;

. It is noteworthy that small businesses are an

important segment of employment (310.4 thousand
people), which employs as many people as large
businesses in the country.

. The fixed capital of small enterprises is only one

fifth of the total capital involved in the business,
which causes a low rate of added value produced
in this sector. In this regard, more support from the
state is needed in the direction of fostering
innovation.
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Summary: Among the global problems in the world, recommendations, the document focuses on the list of
one of the important topics is the demographic data that countries should receive in the 2020 round of
situation. Basic and accurate parameters of the population and housing census, namely: population,
demographic situation are collected during the its geographical, demographic and economic
census, that is why the general population census is characteristics; Agriculture, education, migration,
an event of national importance. ethno-cultural characteristics, disabilities, household
Like the rest of the world, population censuses in and family characteristics and housing characteristics.
Georgia have a centuries-old history. The frequency = The census of 2024 will provide us with important
and main characteristics of the censuses were and versatile information, which is necessary to assess
conducted at different times with different purposes  the demographic situation in the country, to clearly

and interests. see the existing problems and challenges.
The so-called 1989 The union census was the country will have a real opportunity to
last for Soviet Georgia. It has a kind of historical- determine the main priorities of socio-economic

demographic significance and load. The year 1989 development more specifically and with greater

chronologically separates Soviet and independent accuracy. Accordingly, to provide accurate and

Georgia. After gaining independence, a general complete information to the population.

population census was conducted in Georgia in 2002 The new population census methodology

and 2014. Currently, preparatory works for the third developed by the United Nations and, accordingly, the

general census of 2024 (November-December) are United Nations Population Fund (UNFDA) includes a

underway. number of innovations in the census questionnaire,
It is based on the methodology developed by  which deals with immigration status, disabilities, type

the United Nations and is conducted in accordance of marriage and marriage registration. The

with unified, standard and normative indicators. The introduction of innovations is designed for sustainable

introduction of a whole series of innovations is development in accordance with the task of the 2030

designed for sustainable development in accordance agenda.

with the task of the 2030 agenda. An important part of the data will become the
The use of census data shows us that the role basis for the creation of the basic data system, which

and importance of censuses in the modern global will be used to calculate and forecast a number of key

world has grown even more. The "Recommendations indicators of social and sustainable economic

of the Conference of European Statisticians for the development by 2030.

2020 Round of the Population and Housing Census",

which was prepared by the United Nations Economic References:

Commission for Europe (UNECE) for the 2015 1. Gugushvili P., (1973) Issues of Population

round, is particularly noteworthy. The Development of the Georgian SSR, Thbilisi, p. 176.
recommendations addressed such important aspects 2. Gamkrelidze G., (1955) Demographic Statistics,
of the population census as data privacy and security, Thilisi, p.94.

legislation, definitions of terms, phases of the census, 3. Virsaladze N., (2013) Description - the main
publication and dissemination of results, quality source of statistical study of the population,
assurance and quality management, and technologies materials of the international scientific-practical
used in the census process. Along with the given conference, Kutaisi University, October 26-27, pp.
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Summary: The use of artificial intelligence in
the field of medicine is increasing year by year.
Through Al's work with large volumes of data, Al
can identify diseases much faster and more accurately
than humans. Also, artificial intelligence makes it
possible to speed up the process of creating new
medicines. Through artificial intelligence, various
diseases are classified based on images, sounds or any
data source. With its help, diseases are also diagnosed
and treatment options are found.

Artificial intelligence can reduce the burden on
doctors and improve their analytical skills.
Collaboration between physicians and artificial
intelligence has the greatest potential to improve
clinical decision-making and patient health outcomes.

Due to the complexity of the main symptoms of
the diseases, it is difficult to develop early diagnostic
tools. Therefore, effective and timely diagnosis of the
disease remains a challenge in the medical field.
Although the integration of artificial intelligence into
medical practice is still in its early stages, its full use
for medical diagnostics is possible, especially in the
direction of cancer prevention.

Artificial intelligence can have a significant
impact on medical practice, in particular improving
the accuracy of diagnosis, saving costs and time
compared to traditional diagnostic methods. Also,
artificial intelligence has the potential to make
clinical laboratory testing more accurate, faster, and
more efficient. It is worth noting that in the health
sector, errors in the diagnostic process are the biggest
problem. Artificial intelligence can minimize
diagnostic errors and detect life-threatening diseases
in patients at an early stage.

Artificial intelligence has led to significant
changes in terms of individualized treatment
planning. By analyzing data such as medical history,
demographics and lifestyle factors, Al predictive
models can identify the risk of developing possible
diseases and plan targeted interventions to prevent or
treat them. The impact of artificial intelligence on
individualized treatment planning aims to improve
patient  outcomes through targeted medical
interventions that are more effective and safer.

In this regard, the decisive role of artificial
intelligence in determining the dosage of medicines,

83

as well as in predicting drug contraindications, which
is important for improving the treatment results, is
crucial.

Artificial intelligence has the potential to analyze
individual cases and compare them with patient
databases, allowing for individualized treatment
planning. This indicates the revolutionary potential of
artificial intelligence in medicine. However, experts
admit that artificial intelligence presents a challenge
because the implementation of algorithms is not an
independent process and takes place in a dynamic
environment where human reaction and adaptation
play a crucial role.

Artificial neural networks are an important
method of artificial intelligence in medicine. Artificial
neural networks are computational analytical tools
inspired by the biological nervous system. They
consist of interconnected computer processors, the so-
called From '"neurons" capable of parallel
computations to process data. Artificial neural
networks have the ability to learn from historical
examples, analyze non-linear data, process imprecise
information and generalize, which makes them a very
attractive analytical tool in the medical field. Artificial
neural networks are widely used to solve many
clinical problems.

Medical education about artificial intelligence is
essential because future doctors will have to provide
medical services to patients in completely different
healthcare settings. To fully realize the potential of
artificial intelligence, it is necessary to have properly
qualified human resources, to collect quality medical
data, to take into account the confidentiality and
availability of patient data. Continuous evaluation of
Al systems is essential to ensure their sustainable
performance over time. Arguably, collaboration
between computer scientists and healthcare providers
is essential for the practical and successful
implementation of artificial intelligence.
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Summary: The article focuses on the application of mathematical methods in economics, in particular
discussing economic problems that are easily solved using definite integral. The purpose of the article is to show
students the way and opportunity to use mathematical methods to solve economic problems. To this end, the
article discusses and analyzes several economic tasks in detail, which will be interesting and easy for students to
master

The geometric content of the definite integral is that it represents the area of a curved trapezoid, which is

bounded by the given y = f (x) with the graph of the function x =@, x =5 with lines and I connected the

ox axis to the function of the consumer trading at the (J, level and calculated the consumer savings using the

same method.
I used the Newton-Leibnitz formula to calculate the definite integral:

ff(x)dx=F(x)|’; = F(b)~F(a)

Where F (x) is the primal function of the given function f (x)

I divided the interval [O, Qo] into n equal parts with points: Q, (i =12,..., n) . Where
0<0 <0, <..<0, =0, have marked the length of each segment with the symbol AQ

ANO=0=0,-0,=..=0-0,,=..=0,-0, , :%

I have considered the demand function P = f ( Q) , which represents the unit price of the product when
Q quantity of consumer goods is sold, which can be said to be almost a decreasing function with respect to the
variable Q. Assume that ) is the price per unit when (, quantity is demanded and P, = f (Qo) and the

9

demand for the product is equal to (J;  units, the unit price is f (Q1) and AQ ==== (), number of
n

products are sold.
The amount to be paid for the purchase of AQ  quantity of products will be equal to f (Q1)AQ .

Similarly, when the demand for a good is equal to () units and the unit price is P, = f}, ( (o ) , the same AQ
amount of products can be purchased for ,AQ) money. In the first and second cases, the difference in savings
of buyers is equal to f}, (QI)AQ -PAQ= |:fD (Q1 ) - PO:IAQ. This savings is numerically equal to the

area over the interval [O, o) ] . I did the same calculation for all the obtained intervals and calculated the savings
in each interval.

I added up all these savings and got the total savings [O, 0, ] in the interim.
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> [/5(Qn)-R 120
i=1
which is geometrically plotted on Fig. 1 and represents the area.

Considering the limit of this image when # — o0 and connecting it to the definition of the definite

integral, we can say that it is the definite integral in the interval [O, Qo] :

(CS)=D(Qo,1%)=gf[fD(Q)—R)]dQ

Economists call this quantity the consumer's saving when trading at the (), level, which represents the
consumer's savings when purchasing Qo quantity of products at a price of [} units.

At the end of the article, I discussed 2 problems, where I calculated the customer's (CS ) savings using a

definite integral.
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Summary: Taking into account the FEuropean
perspective, Georgia prematurely introduced the
international standard of corporate sustainability
reporting, the purpose of which is to improve the
practice of producing management reports provided
for by the Law on Accounting, Reporting and
Auditing of Georgia, to contribute the establishment
of a sustainable and competitive environment, and
reduce the negative impact of enterprises on the
environment and society.

Georgia, together with the UN member states,
expressed its desire to share the goals and objectives
of sustainable development set for 2030. Sustainable
development is a system of development of society,
which, taking into account the interests of economic
development and environmental protection of society,
ensures the increase in the quality of human life and
well-being.

One of the important challenges facing today is the
implementation of sustainability accounting based on
sustainability reporting standards, on the basis of
which corporate sustainability reporting will be
prepared and published by enterprises. The
ustainability counting is a tool that businesses use to
become more sustainable.

Sustainability accounting is considered as a
subcategory of financial accounting, which focuses
on publishing non-financial information about the
enterprise's activities to external stakeholders, such as
equity holders, creditors, etc. Sustainability
accounting is an activity that affects society, the
environment, and the economic activity of an
enterprise. Sustainability accounting is different from
managerial accounting.

In order to ensure the consistency of information for
the preparation of sustainability reports, guidelines
were created under the name - Global Reporting
Initiative (GRI).  According to GRI, enterprise
reporting on economic, environmental and social
performance is as necessary and time-consuming as
financial reporting.

The goal of sustainability accounting is to make a
fundamental transition to sustainable business models
and a sustainable economy. The popularity of
sustainability accounting has increased especially
recently. This is evidenced by the fact that more and

96

more enterprises are using new methods and
techniques in the publication of financial information,
along with providing external users with information
about the enterprise's main activities and
environmental impact.

Thus, the challenges of sustainable development of
enterprises are directly related to the challenges facing
the production and presentation of sustainability
accounting-reporting in enterprises, which at this
stage is caused by the adoption of the European Union
corporate reporting directive.

That is why we consider the development and
implementation of the legal framework of corporate
sustainability reporting as one of the directions for
overcoming the challenge and greater involvement of
the scientific community, highly qualified accountants
and auditors, enterprise managers, entrepreneurs, and
students in its process, who in the future will ensure
the implementation of the best practices in accounting
and reporting in the country.
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Giorgi Malashkhia - 90
» Following the light of truth, seeking with a candle, I see it in my dreams...“
Giorgi Malashkhia

Giorgi Malashkhia, Doctor of Economic Sciences, Professor of

the Technical University of Georgia, laureate of the State Award of

Georgia, a true member of many scientific academies, a member of

) B many Georgian and foreign scientific societies, a world-renowned

. scientist and meritorious teacher - turned 90 years old!

5 Mr. Gia worked for more than half a century at the Scientific

/ Research Institute of Economy, Social and Regional Problems of the

Georgian Academy of Sciences, the Scientific Research Institute of

Finance, Ivane Javakhishvili Tbilisi State University, Sukhumi State

University and other higher education institutions. Many generations
of highly qualified economists were brought up under his guidance and care.

Today Giorgi Malashkhia is the author of about 300 scientific and journalistic works,
published in Georgian, German, English, Russian and other languages. He has participated in
many international scientific forums, where he represented our country with dignity. Mr.
Giorgi has been invited to the editorial board of many Georgian and international journals,
several dozen doctoral theses have been prepared under his guidance and efforts.

Gia Malashkhia has made the most important contribution to the development of
economic science, to the scientific research of the problems of economic and social
development of Georgia. His works guide not only Georgian, but also foreign educational
programs and preparation of dissertations.

Giorgi Malashkhia is a recognized scientist whose ideas, for example, the problem of
the humanity of the economy, are the subject of international scientific discussion, and his
works are characterized by an original and deep understanding of events and processes, with a
new vision unique to him. His works are widely appreciated in the scientific community: "Ilia

"nn

the Great", "Metaeconomics - Philosophy of Economy", "Economy of Georgia, features of the
centuries-old panorama", "Village and Humanity", "Metatheory of Profit", "Social Energy,
Wealth, Prosperity", " A Moderate Man", "Economic-philosophical essays", "Shadows of
Capitalism and Communism" and many others.

Mr. Giorgi Malashkhia continues to be at the forefront of the development of Georgian
science, humanity and anthropocentric philosophy. In such a scientist and thinker, the attitude
of young people is harmoniously combined with almost centuries old wisdom!

We wish the honoured citizen, patriot, and public figure, Mr. Giorgi Malashkhia, health,

and longevity to create many more brilliant works!

Academician PAATA KOGUASHVILI
Professor GOCHA TUTBERIDZE
Professor NIKO CHIKHLADZE

Professor JOSEPH ARCHVADZE
Professor GEORGE GAVTADZE
Professor SHOTA LOMINASHVILI
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