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TRANSFORMATION OF THE FORMAT OF
STUDY AND WORK IN THE CONTEXT
OF THE CORONAVIRUS PANDEMIC
SUMMARY

Despite the fact that the coronavirus pandemic
caused an economic crisis and a significant reduction
in demand and supply, it gave a strong impetus to
the development and massive use of information
technology, in the beginning of a new long wave of
the economic cycle. The pandemicis not a challenge
only to the world community, but it also tests it -
to what extent it is able to quickly and efficiently
digitize the economy, transfer production to a new
technological level, and ultimately, implement the
fourth technological revolution.

The Internet, telecommunications already have
the opportunity to improve their qualifications in
their own or promising specialties of interested
persons through appropriate online courses. In
countries with developed market economies and
before the pandemic, the number of students in
such courses was almost equal to the number of
university students, and in the coming years, in all
likelihood, it will significantly exceed it. This fully
fits into the life-long learning trend caused by rapid
technological changes, which nullifies the “eternal
status” of the acquired profession.

In less than a year since the beginning of the
global coronavirus pandemic, there have been
significant changes in the organization of forms of
study and teaching in universities. The latter have
to seriously revise their teaching methods in the

“rapid chess” mode and abandon outdated forms of
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teaching.

COVID-19 has paved the way for distance
learning and work, online lessons, lectures, video
conferences. However, the distance, online form of
training and work has not only advantages, but also
disadvantages, the ultimate level of efficiency. At
the same time, at present, not all students, students
and even educational institutions have the technical
and material capabilities to provide online learning.

Knowledge is a multifunctional tool with the
help of which a person copes with certain tasks.
Taking this into account, the university should
equip young people with such knowledge that will
have not only informational load, but also great
applied value.

In the context of the pandemic, universities are
faced with serious challenges, most of them are
like a downward spiral orbit: on the one hand,
online teaching saves money on the maintenance
and operation of classrooms, but on the other
hand, this means reducing the costs of students
(their parents, sponsors, etc. etc.), the appropriate
adjustment of their mobility plans, which makes
the administration and the state the need to pursue
a new, changed educational and economic policy.

In the context of a pandemic, the implementation
of these tasks faces a serious danger: traditional
forms of study and knowledge transfer are disrupted
and the market requirements become not entirely
clear due to its significant narrowing. The question
of the need to reduce the dependence of the cost of
studying at universities on the contributions of the
students themselves (their parents, sponsors, etc.) is
becoming increasingly acute. Such expenses in state
universities should be completely borne by the state,
which will practically reduce to zero the motivation

of the universities to maintain undisciplined
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students within the walls of the university and will
significantly increase the demand towards them
(and, accordingly, the quality of education).
Which place can online learning take in a
pandemic period? In general (without taking
into account the mention in the context of the
pandemic), the advantage of online education is
unambiguous for those specialties, the perspective
of which presupposes predominantly the same
format. However, it should be remembered that the
online format is a specific, actually surrogate form
of social relations and professional and personal
skills

practically not based on it. So, instead of a tug of war

self-confidence and communication are
between online and offline forms, it is necessary to
find the optimal balance between the forms of their
complementarity and not interchangeability.
Online courses for stakeholders are no less
mobilizing. Listening to a lecture in this format
is possible at a convenient time (at home, while
traveling, while waiting for a bus or waiting in line
for purchases, etc.). These courses are a subjective
choice of everyone and are not a forced form for
gaining some number of so-called credits. Due to
high motivation, the degree of development is more
stable and higher. Over time, the knowledge gained
through such courses will become more valuable in
the selection of an employee for a vacant position.
Distance learning, in spite of the fact that it has
a number of advantages (convenient, economical -
it saves costs on transport, time, egalitarian, etc.) is
still a substitute - it only partially replaces, but does
not replace fully relations between the lecturer
and student (as well as between academic staff). It
does not replace such aspects of full-fledged student
life as the living relations of students, their joint
participation in public events. In the online format,

it is possible to transfer knowledge, but not the

nuances of culture, behavior, creativity, national
and regional sensitivity, humor, etc. = Online
learning and relationships is, figuratively speaking,
a movie shot on a flat screen, while classroom
learning is a movie in 3D.

The focus on distance learning has one very
significant side effect: it creates a danger to the
level and frequency of mutual communication of
academic staff. Because of this, departments and
social and professional unions can undergo a serious
deformation of their significance. Accordingly,
this will increase the degree of alienation of the
academic staff from the universities that provided
them with jobs.

The problem of socialization, from a slightly
different perspective, is also faced by persons
engaged exclusively in scientific work - how will
scientific links, “chained” by common ideas and
goals, be formed?

The final effectiveness of the chosen training
format (online vs. offline format) is determined
by the effectiveness of the training process. The
latter is largely determined by compliance with
the requirements of the labor market. In turn,
this compliance is largely predetermined by the
systemic (instead of episodic) contact of potential
employers with universities.

The coronavirus pandemic is directly
reflected in the scale and format of employment -
it reduces the overall contingent and significantly
changes the employment situation, “throws” a
significant part of the employees who have retained
their jobs online.Remote forms of work, which
were already pioneered by higher and general
education schools, will develop even more, new,
more sophisticated forms of intensification of work
of employees employed at remote locations will

appear. Here, as in other spheres of economic and
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social life, the boundaries between the traditional
division of working and non-working (free) time
will actually be erased.

However, online work has refrained level of
efficiency. For example, it is very problematic to
create a workplace at home - not everyone has the
opportunity to organize a separate office, a desk
for such work, which creates psychological and,
often, physical discomfort. The fact is that online
work has a concomitant negative effect. It causes
the atomization of the collective, the corrosion of
its unity.

To the extent that representatives of higher
education and the academic sphere can lead the
students who have switched online, not only in
their studies, but also in the development of skills
and feelings of socialization and empathy in them,
the future and the maturity of civil society will
largely depend on this.

It is necessary to find a kind of “golden mean” of
relations both between students and academic staff,
and with representatives of “their own cluster”,
in which direct live relationships may not be as
intense and daily as before. The rest of the time will
be completely transferred to their self-organizing
and self-fulfilling “box of time”.

The final victory over the pandemic will
eliminate or significantly alleviate most of the above
problems, however, the need to adapt everyday life,
study, work to the online format of relationships
will remain highly relevant.

KEY WORDS: Coronavirus pandemic, distance
learning, online relationships, academic staff,
alienation.

J.E.L. classification: A29, E32, F68
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L5ALLYPOMJgdErsE AbMBWOML M0MJdol yzgws
9399460L 853MM39035 s (396G OS> dIb-
30005 3mmbserm™o msbbgdo godmym. 994dbogn
9aMdsMgmdL 5O gdL ols, MM X9 300093
M3bmd0s 046935 ) 565 3060Lol 5390 Jgd0l
99m6Mg Gowes. dbmgzmomdo sd 3momboo dgd-
36005 5MH5MMPOBIIMH0 5 NSO FOMY-
Bbomgdso  IaMmTsMgmds.  LogHmodmMolm

62560530900, 0LINJOO OMYMOOG: LEYOIS-
dmmoLem BogseE™m gmbo, dmgwom 35630,
93630l ©93bLEHOWJ300Ls s J9b3z0MsMgdOL
09630, 5Dool 05630, AMmBEOM bogsFMm Mmeys-
Bobogos s Bb3gd0, 3MrMabmBL 396 539009096
3994960¢ 00 MBo6gMdLmb ©s353806M9d0m o
396 Lm35HMdY6 Tglodsdol M93mdgbwoizogdL
93994690L, 95306 Gss SLgmo 093039630900
Lobogmabewm 36093690 m3z5600, goblogzmm®g-
300 29630565050 J39ybgdolmz0L. 39ML39d-
G035 0bM356L boool, ol G  93mbmdozol
030 Bmdgwol 309300l oM gs@gdoE 56
539079996 360HMabmBL T9gabogn sMromMobogrmE
daMdsMgmdsBY s 96O LmogsHmdIb Tglisds-
dol Lodmddgm 293dgdL  Abmgom J3gybgdol
005360Md70L. 25dmI0bsMY 5d9sb XM 3093
M3bMd0s Mobmgll Imdsgz5¢do vy G bmaos-
6-93mbmdozmMo 3OHMmdwgdqdol §obsdg sw-
9mBbg00s6 93996900 50bodbmo 3s6gdools
Bmbbg. Lsgomms  LodoMmz9wmlb  Jmegm™MdSa
dbmgomdo 99gJdboo GO s 53OHMY-
BboGmgdso  93mbmdozmemo  dymdsdgmdols
390350bf0bgd0m  5EYOWMOdMH0Z BsdgboghHm
©> 06O NO OgbeLgdDy (d93bog-
90505 9MHM3bMo 53500990, Msglio bol-
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foggdergdo, gHm3brwo 333000 ©sfigby-
090900 s bb3gs) oyMmbmMdom dMsdBIEML
9399460l 2963056900l MMM IM3IWg3500-
560, 91939 MdY3500560 LEBMSBHIR0Y00, InT-
w9d03 MmM09gbGH0MGdMEo 0d69ds 9MHm3zbmwo
390oMm3mg00L 356300050905H9 S 0I3MOEBBS3-
3W900m0 30030306 (3bM3MYdsdo oMol
39709mdlL bgol. 5800 Lods®mzgermd doglods-
W5 MBS 030w ml dmbscrmbgro Gob-
39%0.

d0Momo Ggdudo

Lo0bEYOGLMS, M) Mo IEYMIsMYMdsT0 Fgb-
305 Bogdo®mzggum dmgwomdo dgddbogn s6o-
MmO0bseH 93mbmdo3M® dymIsMmgmdsl s
Mo MHoL3YOOL S 2odmfi393900L (obsdg L

B3960 d39ysbo.
fom3mygbols IoBbom dmz0g3s600 s dobgobo-

9damdsMgmdol F9x3sL9doL s

530 5996039 oMM F5360930bMT0 3
3565d9GOU.

fomImagboo dmbs3gdgdosb (ob. sbMo-
wol) BsbL, MdmId 2015 {erolomgzgol  domerosbo
99b3MOGHOL MmEYbMd3 2.2 dorosMEo 533 m-
W60 9950065, 033mMEHs 30-7.3 JowOsMHEOO
5096030 MO0, OMYNROMO  LogoFMM
BosbLOL MmEYbMdsd 5.1 JoErosMEO 539MH03vY-
WO EMWM0 T950065. 2015 ferolismzgol Logds®-
03900l doM0ms© Bs35F3MM 35MEbomO J39y-
690356 sOgmgzgomo bogsFMHM Loerm As5Bb..
MOMYMBOMO 1O35FMHM BoBLOL gl MmEYbMdS Lo~
JoOmngz9wms 3609369m356 Moymazom 93mbm-
003096 dc3wgbgdl ofj393L ©s J399bol dyMow®
9306030316 2563000569d5L LogOMbgdL «mJdbob.
bog0FMM doesbliol IbGMog 1995 farosb wsfyg-
dMo  MoMymxzomo  G9bgbios 8gbstBmbos
9m0936™m fergddos. gobgobowrmor 2019 farol
doM0MOEO 3530M93MmbMT03MHO 356509EHMYOO.

gbcoo 1
Lodomm39mUL gdu3mGmE0LS s 0a3MOEOL LEGHMWJGHMOS
93946900l dobggzom 2015 {erolsmgzols
fowo doo- ba. oo
93996990 ?bdc:))igg) %% 96 9dbdmd- (Zgi({))??gﬁ 802096 08- Loengm +/-
560) &do E360) 30O GHo
o< (%) o< (%)
530 104,228.3 47 254,089.2 3.5 -149,806.9
Ge9lsgon0 162,885.6 7.4 625,714.4 8.6 -462,828.8
05302605 3,304.0 0.1 212,212.3 2.9 -208,908.1
Bobgoro 125,803.2 5.7 587,298.9 8.0 -461,495.7
©5656Bgb0 5Boo 907,538.2 41.2 2,784,301.8 38.1 -1,876,763.6
3332%%3 89060b | 447799 293 2,082,429 4 285 -1,437,699.5
%%T“%UB" 43809 | 2556992 11.6 758,362.2 10.4 1502.662.9
Loyen: 2,204,188.6 100 7,304,165.1 100 -5,099.976.5

Dgomm: 3bG0wo 89096005 533™MOL J0gM, LGsEOLEGH0ZOL 9Om3zbmwo

LsABobEOl dmbogdgdols dobgzom
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3b®oo 2
L5doM39w ML 9Ju3MEEOLS S 0I3MEOEOL LEGHO™MJGHIOS
93946900l dobgzom 2019 ferobomzol
939969%0 9Jb3mOEO (sms- | Fowo doerosh 0d3mM@E0 fowo Loerom +/-
Lo 538 EMEWSEO) 9Ju3méEdo (5005b0 58 | o 00b
(%) QOEM0) | 083mOEHd0
(%)
5dd 132,251.4 3.5 678,728.4 7.(1 -546.477.0
mbgoo 496,974.1 13.1 977,025.7 10.3 -480,051.6
003mbos 12,291.9 0.3 257,299.4 2.7 -245,007.5
Bobgomo 223,129.7 59 858,587.7 9.0 -635,460.0
sbsMBgbo sHos 1,677,309.1 442 3,287,347 .4 345 -1,610,038.3
9363538060L §394b69- 819,242 .4 215 2,407,237.3 25.3 -1,587,995.0
00
©B56RYB0 33046980 437,250.9 15 1,050.683.3 11 ~613,432.4
3,798,449.5 100 9,516,911.3 100 -5,718,461.8
Lem:

09o60: 3bMowo 99a960mo0s 53@™EMOL JogM, LESEGOLEH030L 9Hmabmwo

LoALobEOl dmbsgdgdol dobgzom

focmdmoygboero dmbs39dgdosb (ob.gbMo-
o0 2) Bsbls, ®ma 2019 {erobomgzol domeosbo gd-
L3MEOEOL MEIHMBST 3.8 00O 5T M-
60 89509005, 083mOETs - 9.5 o050 5dg-
60329000 MO0 MM MoMymRomo bogsFMm
05sblol MmEgbmdsd 5.7 d00sMHEO 539003~
WO EMWMHO dgo0bs (bo35FMM ©IBOEOGO
2015 Herobomgzol 5.1 80w0s0o sdd Mmoo
0ym). Lbdgo®mnz9wml, 2019 {Howb, oby Gmames
dgbost 2015 Fgarl (sbgzg 1995 ferosb), oms-
308 doMmomo© L535FMHM 35MEB0ME J39969dsb
MOMYMBONO 1O35FOM LogrM gosBbs. s©0bod-
Brwo mobymzomo  Ggbwgbios Lsdfmbsmmo
2020 §9arbsg d9bsembmbgdrgamos.
OMAMO3 3600005, o3 MBOM V0sS J39-
gobs o oblbogos dolo BobsblMHo dsBOY-

00, MBOM 39GH0 TgbodEgdemds 9dwg3s J399o-

Bol 29000l Fglodsdolo Jdgomo Bsdoxgdo
939960l 15353O™ ©IBOEOGHOL b6 3MMBoEoEHL
d9L50530Ls. A9BLOIMNMYGOOm (39 M-
69Md5d0 50056 ol d399b69d0, MHMIwgdos %3-
G 3930 Logdmbeol 0d3mOEL sbbmM 30919096
939996580 gdu3mOEG™Mb Jgsmgdom, s6¢9 M-
b3 J399obsl Modygmaomo dobos gJudmem-
GO gL, sbgm  3oHMdgddo dymxzo  J39y6gdo
0d99gdebo 5006 dmobomb wEbmgwo
0639LEG™MMG00 96 obgbmb gMmo Bbgs J39y69-
00Q5b, Goms 96003690 m3bo@ 29909 xMdLMb
95360093mbmdo3MMo dymdsmgmds. dg@o© Lo-
063 9mgbm  bLOHSML J0300gdm vy Asbgzobo-
530 LOJoMMZ9I MU LogooLlobE M doSBLL

3960339990 fergdol (2015 s 2019 §f) dobgo-
3000.
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gbcoo 3
Lodo6039 MU bogdILObEEM doesblio 2015 fferolsmgols
(0t 533 MEGO)
0030bstrg sbysmodo
9Ju3mOGo 22
003m6O @0 7.3
15353MM dosblio (gBoEoGO -/3Mmgosodo+) (1)  -5.1
0639L3030900056 dogdyo Ggdmbogswo 0.27
0639L303090Dg 39sbYd0 1.1
0b639LGH0E0900Lb §Hobs dgdmlisgswo (2) -0.83
$90bs BHMBLGIOEGHMwo ybogbowgdo  (3) -0.0014
90006567 56g5Mm0dob Loerm (IR0EOGHO -/3Omzogodo+) (1)+(2)+(3) -5.9314

3930¢)5emols sbys®0odo
LodoMm3geml 5d&03900L beMs (4)

MHMMOOo 593039008 BOL (5)

bbgsmds:

M3HMYEXgdoL IgEMdgEMdsdo sOLYdMEO

LogoMmng9geml IR3erMmdgwMmdsdo sGLlYdEo

3930350l 56356:0d0L Lo ( (IBOEoGO -/3Mhmgosodo+)  (4)-(5)
©98030G0 -4.28

2.83

1.18
+1.65

09o60: 3bMowo 99a9600s 53@ ™GOl JogM, LESEOLEH0ZL 9HMzbmwo

L5ALEBYYOOL FMbs3999d0L dobgzom

fomdmoagboero dmbs3gdgdosb (ob.gb. 3)
BobL, OmA 2015 Hgeob bogoFOHm doesbllolio gBO-
30395 5.1 G . 588 MM dgoy0bs. 2015
09wl Logdommzgganmdo 0639L3H0309d0©s6 domy-
0ends 990mbogoends d9500bs 0.27 dgnM. 583
MM, bmwm 0b39LG03E00DY 39obgdds
1.1 8&E. MG, bgsmdsd 30-0.83 dogro-
5M©O0. BHMBLGPIOGHMwo 2Bs3bowgdo  Lodo®-
03956 1.4 doombo 538 @M®WMOL BoM-
3w90do sR0JLOoMEs. vy Faobws FoIbEYdO
5656MBgb0  ALMREOMbsh s©gdomos, d580b
93999658  803@0bsMY 565600l 3GMB0E0GHO
593U, bogwm vy (H30bs goobgdo sbstbhgb
AB@ombosb Momymzomos, 35306 §399sbsls
90806569 5635600L ©IBOEOGHO 5J3L.
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Lodomomggarml 2015 Herols d0dobstg sbys-
60dol ©gx80E0G0 5.93 Iw®mE. 5dgH0IME M-
WML F95009bL. G153 99bgds 3930FHswol sbyo-
»odl, 2015 gl mEbmgergdols e mdgemdsdo
3900 543039008 BeMsd 2.83 M. 5d9-
03290 QMEM0 395008005, bragnm Lodsermngg-
WMl IREWMdYEMdsdo  5OLYdIMO  5JGH03900L
bMsd, 30 1.18 M. MWHM0. 3OMABOE0-
&0 1.65 3 OM@sG00 A560LsbBP3MS. by
2015 §9geol d0d0bomg sbas6M0dol (-5.9 denMc.
589 OMsM0) s 3930350l sbgsm0dol (+1.65
WOQ. 590 EMEIM0) omzseolifjobgdom gno-
30GTS 99500060 -4.28 I 0.590 MEIM0, M3
2015 ol 333-0b 28.7%-0s.
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gbcoo 4
Lodo6039 MU bogsILObEM doensblio 2019 fferolsmgols
(8t 533 MESGO)
900065ty 56390080
99b3mOHEHO 3.8
0336 AE0 9.5

0b39LGH030gdBY Assbgdo

$90bs BHMbLBIOEMEo 4Bs3bowgdo (3)
3930350l 56350000

"3bemgEgdol IgmdgEmdsdo sOLYdWEO

Logdomm39w MU 5dEH03900L b (4)

Wb 959EH03900L BOES (5)

Lbgomdo:

L5353MM B5wsblo (gRoGoG -/30mgogodo+) (1)
0b639L3H030900@6 BoMgdmeEro gdmlisgscro

1.9
0639L3030g00Ls6 Fdobos gdmbogswo  (2)

900@0bsMg 56500d0b Laerm (gx8oE0GO -/30maogodo+) (1)+(2)+(3)

LodoMm 39w ML IBMIYEMBsTO 5GLYGOIEO

3930390l sbgo®m0dol bygrm ( (IBOEOGO -/3OMBOEO0E0+)

©IBOGOO0

5.7
0.4
-15
-0.00366
7.2
1.9
0.77
(4)-(5) +1.13

--6.07

09o6m: 3bM0wo 9096005 53E™EOOL JogM, LEsEOLEH0ZOL 9Hmzbmwo

LodBobEol dmbogdgdols dobgzom

fomdmoagboero  Imbs399930@s6  (0b.3b6.4)
Bobl, MmA 2019 Hgeol LogoFMmm doesbliols gBo-
30}9s 5.7 9w® 590 MmEs®o dgopobs, 0b-
39»0309gd0LYsb Jogdmds dgdmbsgserds 0.4
96 533 EMWM0, bnwm 06391303090 go-
5bdds 30 1.9 A 530 EMEGO.

2019 fol mEgbmgargdol dgErmdgermdsdo
5MLYdMo Bodo®mzgeml odEHog9d0l BhHs 1.9
A 539003 ML, bmwwm bods@rmngg-
WMl IgEMdIMdsdo  sOLYdIMYo  WEbmm©o

59303900l BMs 0.77 IO . 539MH03E M-
oMl Jdgop9bs, LBbgomdsd 1.13 derG. 599-

03290 OMESM0 95009006, bryen 2019 gl
90800656y 96390000l (-7.2 dgM. 530 Om-

WHM0) 5 3930350l 96500l (+1.13 é.
588 @MWHM0) A5mM35¢0olobgdom ©gBoi0Es

39500065 -6.07 8¢ .58 m@sMo, Gog 2019
{eool 883-0b 34.2 %-o0o.

3bMBd00s, ®MI 1353MM IBOEOEO J3gybol
05360M93mbmMmd03Me  daMIscmgmdsl  3603369-
mg3bs 59956M9L9dL.
93996990 95303030l S0IMBRbaMgms bbgs-
©5b3s FgMEgAL 09gbgdgb.  39Mdm: ofqLg-
096 L35FOH™ B5(09MHJBL 0I3MOGHOMYOM Logdm-
B9wby. DO J3994bols Goaboom Fo@dmgdmwo

500@md 53 dgdmbggzsdo

00 360 J300L bo®obbl s J0dB03xE MO,
Mmdgeog  9JudmMEH0Lsm30Lss  49b3mmzbogro,
369 9439969%0 53969396 96093690 mM356 930bm-
303796 M9xamOHIGOL 59 J0TSOMEGO00).
5OYMB0M0 Bo3FOHM ©IR0EOGHOL 30OHM-
090do  J39ysbsdo 9609369 mzbso  dz0Mmgds
390G MEO0 35630l 29635MMgdsdo sMlg-
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30 MEbMOO FseBHOL MH5HBgM39d0. deagom
25 ool gobdsgzenmdsdo bLyMmsmo 56 0E3wgds
- 9Ju3mOEGOL FggRoE JorgdMo WEbmy®o
350935 8098560905 033MmOEHOL F9gRo© Hod-
9mdMdOEI0 35OV g0gd0L  IBGOHIBLYD-

WHQ. SBgmo 36MgEH03s 3608369 Mm3bs 9095Mg-
b9gdL J39ybob LogMonm To3MM93bMmd03ME dM-
9o6gmdsl, B3 800sbmdsdo B3z9bl gMmgboyen

35 35DY (E560) “99MYNBOMSE S0BobYDdS.

3b®owo 5
LogdoMmM39wml 9HM3699100 056308 MBOEOSWMEmO HYHBYMH39d0L s Jd3-0b
9mbs399900 588 EMEsM9dT0
69bg3z0 doosbo do- | Ogbgemz900L 69H9M3900
(0o 530 | o 3OMmEI@o | fowo 393- dmbobegmdol
fJangdo ©MEWMHO) | (8O 599 M- Lonob (%) 960 Ly
Ws60) (299 MaM0)
2006 feob 31 939806030l 0.930 77 11.7 211
2010 ool 31 ©9393dMoL;m30L 23 116 198 593
2015 fewob 31 ©939dMoL;mz0L 25 14.9 16.7 671
2018 Herol 31 39ddmobogzol 3.3 17.6 18.7 885

0956Hm: 3bGoo 990396005 53EMMOL J0gM, BEGSEHOLEH0I0L gBmabmwo

LodBobwOOl Imbs39dgdols Jobgwgom

2006 Herosb, 2019 Hersdg LodsGoggwmls
90mgbmo 06306 MHgbgM3z9d0 930 dewb 539
MEM0H, 3.3 8O 583 EMEOMSAY o~
0D (0b.gbM. 5). H7BgMH39d0L Fowo 439960l
983-bsb oo 2006-2019 Fergdol 3gMHomdo
11.7%-056 18.7%-009 B gddo dgeHygmdb.
M3 999b905 Jmbobergmdol gmHo bLryendy 4oobys-
6039000 9OHM36v91e0 d3630L MH9HBYM39d0L M-
Bdsl, 0go 211 598 M sM0sb (2006 §gero)
885 580 MMy 0B (2018 fgwo).
96m3bmmo 356308 M9HYM3900L T9d30609d5Dg
961535000 BogdEHMM0 IMJdggdl. 5J9sb 3609369-
©m35605 {306 93O EOL Ms@Ygmzomo Loen-
O™ Q5 3930350l 56356000l IRO0EOGO.

OMamO3 50360869m, 80d0bstg sbgomodols
©IBOGOGHO  9OHM360 B630L MBOEFOSEIVY-
6o ©5D9gM3980L 9993060905L 0fj393L, B39l T90-
bg935d0 dEYMI>M)MdSBY 300093 MBRO™ bgyo-
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G050 50LHYdS LOJoMMZIMTO M SOHODS-
300b 35050 3mgB030YbEHO0. gHM3bmEo dsb3ol
9dmbs3999000 50b0dbwo 3mgx03096¢0 2013-
2019 fegddo 56%-sb, 69%-0g I9MHYygmd.,
599096 9439wsbyg domoeo dmbsigdo 2016 (gl
©sx30JboGMEs - 69,83%, bmm JobodswyMo
2013 9ol - 55.67%. 8080bstrg sbys60dol g-
B0GOAOL O MWSMODBIFO0L FoPSWO JMIRO-
3096&0L 250m, LJoMMN39wM Logo®mgm m3gdbY
96039369crm36500 ©99m 3000900 J399sbs beog-
05. EMBSIMH0 93bMI03MM0 3GODBOLOL o
Lodomzgwmdo d3wemsg30 BogowrBm 3MLOL
30609030, 9MTsMHYMds 30093 MBOM S>3~
HMABMBoMYds©O Fgodergds 4obEIL. JMOMBs-
30600 356gdo0m godmizgmao bgas@omemo
396090m, dbmgmomlb Jd3994bgdl 3603369 mgzs60
9603690 93mbmdozmmo HYBMEOIGOOL godo-
9001396 1d0dyq0dL.
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gbMowo 6
W60l 6mFobser®o 3533w0mo 3MMOLOL s 333-0l
0653035 1996-2019 {iemgddo
Pangdo 333 (Ao WML 3OO 538 M- | gO® b FmBob- | 9O bryar dmbsbagbg
539 ME5M0) (QNOIOMY) 9B 33 (5000 | 333-0b mEYbmds roMTo
d0doMmngdsdo 538 MEsM0)
1996 3.0 1$=1.26 o» 0.683 860.58
2000 3.1 1$=1.97 o» 0.750 1477.50
2003 39 1$=2.1 e 1.00 2100
2005 6.4 1$=1.81 o» 1.64 2968.40
2010 11.6 1$=1.78 o» 3.00 5340
2012 15.8 1$=1.65 e» 4.30 7095
2015 13.9 1$=2.72 3.75 10200
2017 15.0 1$=25 4.00 10000
2018 17.6 1$=25 4.30 10750

09o60: 3bMowo 99a960m0s 53@™EMOL JogM, LESEOLEHO3O0L 9Hmabmwo

LodBobuyE®Ol Imbs3gdgdols Jobggzom

MmO 3bOHO0sb LBBL (0b.gb6. 6), 1996
09wl 1 59900310 MM VoMES  1.26 qno-
60, 2000 Herosb wsMds s0figm 2oma3sliy®g-
05 5 1 59960390 ME5M0 1.97 ws6o 2obs.
2015 §gaols 1 5396003900 MEsMO 2.72 w60,
bergom 2018 Fganl 30-2.50 eoo®o gobgs. LsFoMms
500603bML, ®M3I ool bmdobscrmMo yo3g3wo-
00 37OLOL 3995 BYIMOMbOBME IMbs(3999d-
0956 (M@ sG0B5300L Bowswo MbY, 2orstglig-
a0 Looolisbgum 35¢sblo) gMmow bbgs
96038369cm3560 853600M930mbMmT03 M0 356539@)-
6900L go956M9Ld000 sMOL A5TIMF3gwgo.

©QJ39b©yo BoJHMDdO0Z,
59599 56MbsbE s B39 mddos Bsddwero
- 330 3-x9gM dgBo Lobgwdfoxm dmbsfowrg-

dbmgwom,

™Mb, 300069 dgmMg AbMBEom mddo. dbmgmom
93mbm303>  ofiowsE  33ws3  ©3)BYOY)-
o0 - 99930MGOME0S LMD OHO dmbmgbo
5 EMdIOH0 FofMmEg0s, DBoMOEO S0
G®0wombmdom EMWIML 5©fg3l. A50BIGO.
mddn3emds. ¢339 2020 Herol 3060390 3356-
G@ob d3mml Jbmgmwomdo bs3sgHm GHEMmsb-
L3MOEOL IgHBo3MMs MoMmEYbMdS MomMJdol M35~

X960 9993060 (s0b35d9, 2020).

9 MdsMgmds
6095, 35030bsMY 59990 JogdMwo dosfy-
3930909003 9M>MMObIIOHO Mbs 0ymb.
005360Md0L 8096 Y39on9gM0 Mbs 3539009L
030L5mM30, MM Yobermqgls Imdsgserdo s6 d90-

BoODEOE  9MOMOEObSEY-

GOOEIL 30X gIEHOL F9dmbogegdo.  sdobsmzol
30 J9gomo Bsdoxgdos gowolaydgero. 9gd-
3600 9yMdsMgmdOEIL 25dmB0bstyg swEo-
90905 B30 by0bzxBEGHOEOM 3539GJd0L dg-
05359905 Jogd s o9 0b39LEHMMGdOLIMZO,
Lo0b39LBHOEOM 3OHM3gLYdOL ORJIMYOOL S dO-
Mx9IAHT0 153D FgImlveEmdgdol IMdOEO-
900l dobboom (Pobarsdg, 2020).

33360
dbmyeomdo d9Jdboero 3005609000
39035¢0bfobgdom.  LoJoMmzgwml  Loghmm

95360m93mbMmI03MH0 IEYMTSMmYIMOOL  gorgdxm-
d9L9gd0oL JoBbom LHMSGs© Mbs ool dg-
Lodsdobo MgRMOTYd0. 53 3MMEgldo bgwrolidgd-

g0 BoJGHMOHO 046905 0s6599MM3Y eMds-
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GEORGIA'S MACROECONOMIC
CHALLENGES AGAINST THE
BACKGROUND OF THE WORLD PANDEMIC

SUMMARY

The presented paper analyzes the economic
situation in Georgia against the background of
the world pandemic. The relevant statistical data
on the high tax balance and dollarization ratio of
Georgia are presented in detail. The article notes
that Georgia did not have a good starting economic
rate even before the Coronavirus pandemic, which
creates a precondition for future problems. The
paper focuses on the need for rapid economic
reforms.

The  paper

recommendations on the measures to be taken

presents  conclusions  and
by the government in the near future. If the
the

government in the near future do not take into

recommendations presented by central
account the pandemic in the country, the socio-
economic situation will become even more
complicated, which will pose a significant threat to
political stability as a whole.

An analysis of the economic situation in
Georgia prior to the spread of the coronavirus
clearly demonstrates the need for a rapid, time-
bound, national economic policy. This reforms
should be provide to get healthy the situation, which
caused coronavirus pandemic and develop of the
economy from 2021. Georgia has all the necessary

resources (intellectual, natural, strategic location)

to deal with the negative consequences of the global
pandemic and to take effective steps compared to
other countries to ensure the stabilization of the
economy.

Therefore, in order to improve the overall
the

appropriate reforms should be carried out quickly.

macroeconomic  situation of country,
When carrying out reforms, it should be taking into
account that an important impediment to improving
the country's economic situation will be the fact
that significant problems have accumulated in the
modern global world in the following areas, such
as: international rating companies, international
financial institutions and international lobbying
institutions. Despite the effective steps taken to
solve the problem, the situation in this direction is
entering in deeper crisis, and overall it is hindering
the real improvement of the economic situation
of countries (especially developing countries). it
is necessary that The Government of Georgia take
into account the significant problems existing in
the above-mentioned international organizations
when pursuing national economic policy. Although
various international financial institutions,
compared to other countries, make positive forecasts
about the economic situation in Georgia, it still does
not entitle us to calm down.

It is well known that the governments and
central banks of almost every country in the world
have allocated colossal sums of money to alleviate
the difficult economic situation caused by the
coronavirus. Complicating the situation is the
fact that it is still unknown whether there will be
a second wave of virus outbreaks. In the world is
an extraordinary and difficult to predict situation
in this regard. International organizations, such
as the International Monetary Fund, the World

Bank, the FEuropean Bank for Reconstruction
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and Development, the Asian Bank, the World
Trade Organization, etc., can not forecast the
current situation and can not offer relevant
recommendations to countries, while such
recommendations are vital, especially developing
countries. The situation is further complicated by
the fact that the Nobel Prize winners in the field of
economics do not make any predictions about the
extraordinary situation and do not offer appropriate
action plans to the governments of the countries
of the world. Therefore it is still unknown in the
near future what socio-economic problems will
be in countries the light of this pandemic. Given
the complex and unpredictable economic situation
in the world, the Government of Georgia needs
to prepare a short-term and long-term strategic
development plan based on local resources (National
Academy of Sciences, higher education institutions,
national research institutions, etc.) Will facilitate
handling. According to this strategic plan, Georgia

should avoid the expected risks as much as possible.

KEYWORDS: Gross Domestic Product, Export
and Import Structure, Balance of Payments, Fiscal

Policy, Foreign Direct Investment.

J.E.L. classification: EO, E6, K2.
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ECOLOGICAL SUSTAINABILITY OF
PANDEMIC
AND POST-PANDEMIC ENVIRONMENTS

SUMMARY

The modern fast-paced era, characterized by
sudden changes in various processes, these changes
can be both positive and negative. In this case we
are dealing with a pandemic like COVID-19. The
COVID-19 pandemic has hit the world hard, shutting
down giants, locking most of the world's population
at homes, "resting the environment", people using
less transport, reducing the atmosphere, emitting
pollutants, diversifying, clearing the sky, clearing the
water and oxygen-loving fauna has spread.

The process of overcoming the coronavirus crisis
is a chance to achieve a dual effect - to stimulate
economies - to create new jobs and at the same time
accelerate greenery - to starta new design and revitalize
a sustainable, inclusive economy and industry, to
maintain vital biodiversity and biodiversity 50-55%
reduction compared to 1990 by 2030. The European
Green Agreement investment plan covers areas such
as: sustainable mobility, renewable energy, building
renovation, research and innovation, biodiversity
restoration, circular economics. The Green Pact is a
guide to the right decisions to respond to the economic
crisis and transform Europe into a sustainable and
climate-neutral economy.

The impact of the pandemic on the environment
in particular the pandemic and post-pandemic

environment is interesting. The COVID-19 pandemic

has hit the world hard, shutting down giants, locking
up most of the world's population in their homes,
resting the environment, using less transport, reducing
emissions, making the sky more diverse, brighter and
more transparent. The water was purified, oxygen
increased, and oxygen-loving fauna has spred; In
the spring of 2020, the water in the canals of Venice
became so rich in oxygen and transparent that fish
appeared on the bottom, Pisces, it was in Italy that the
quarantine rules were introduced, reduced the flow of
tourists in accordance with its accompanying actions.

The work of industrial enterprises in the world has
decreased, the cessation of Chinese industry of the
world's largest polluter has drastically breathed the
environment, people have seen the clear sky.

According to the Energy and Clean Air Research
Center during the pandemic, CO2 emissions from air
in China fell by 25% (from February 3 to March 1)
due to anti-pandemic measures. , Reduce production
volume and restrict transportation. It is known that
30% of world CO, emissions come from China. The
number of "clean days" has increased

Humans rudely interfere with the functioning of
the natural environment and often lead to imbalances
and deteriorating environmental sustainability!
Deforestation and wildfires, a clear example of which
is the devastating forest fires in Brazil. (These forests
accounted for 20% of the world's oxygen balance).

The European Green Agreement investment plan
covers areas such as: sustainable mobility, renewable
energy, building renovation, research and innovation,
biodiversity restoration, circular economy. The Green
Agreement is a guide to the right decisions to respond
to the economic crisis and transform Europe into a
sustainable and climate-neutral economy;

Georgia's post-crisis plan cannot ignore the
Green Agreement and the fundamental principles of

sustainable development can not be abandoned and

35



95mMbm3oyytio 3G3mazommo, Ne20, 2020/Economic Profile, N20, 2020

do not keep the pandemic of the period, the "calm
of the environment", at least in part, the greatest
opportunities for the production of green products.
Local products increased in the markets, the population
managed not only to provide for their own families,
but also to bring the produced products to the market
and to supplement the family budget, the population
migrated from the cities to the regions, thus unloading
the city and improving the environment.Thus, the
post-pandemic period will not be so alarming for the
environment, if there is a correct vision of the states
and the provision of measures aimed at sustainable
development and eco-peace.

And at once the giants will not be heavily loaded

"Green life" will become our everyday life.

KEYWORDS: Ecological peace, sustainable
development, COVID-19, Pandemic, Green
Economy

J.E.L. classification: O01, Q57, Q58.
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Abstract

2020 turned out to be a time of mobilization of
special efforts for the whole world. Many countries
have faced great challenges due to the widespread
pandemic; it also has affected educational systems
worldwide. Georgia was one of them, so Georgian
government has begun to work hardly and has quickly
switched to a new system, especially in education. In
this topic, we will discuss the situation in Georgia
in the education system before pandemic, what the
Ministry of Education, Science, Culture and Sports of
Georgia done, how schools and universities worked
to introduction e-learning program for students and
how they were engaged in this time. During this
period we also conducted online survey of about 900
people of all ages, who were involved in e-learning
process, including pupils, students, lecturers, and
teachers. We studied how they assessed the e-learning
process, what problems they faced, what they learned

and how they would use this experience in the future.

Introduction

Due to the widespread pandemic in 2020 all
aspects of public life, including education, have
faced significant challenges all over the world,
Georgia was no exception either. (UNESCO, 2020).
The Georgian government has had to make some
changes to the education system, among other thing,
to avoid spreading of new Corona Virus in Georgia.
So according to the ordinance, since March 30,
2020, in both general education and higher education
institutions teaching has to be conducted remotely.
This form of teaching is designed specifically for
students who cannot be physically present in a
traditional auditorium or office, this method is flexible
for groups of students who want to study while
working, as well as very important for students with
disabilities and people in the penitentiary system.
Although the method of e-learning was quite popular
and widely used in many developed countries all

around the world, Georgian educational institutions
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weren’t well-prepared for that. Moving the learning
process to the online space has created a number of
special issues, such as student’s involvement in the
process, their motivation and the development of self-

regulation skills while working.

Education process into pandemic conditions —
Georgian experience

The introduction of e-learning in Georgia has been
active since 2008, when it was involved in the project
"E-learning in the Caucasus". As part of this project,
pilot e-learning courses have been developed and
implemented in more than 20 educational institutions
in Armenia, Azerbaijan and Georgia. However, these
were only the first steps. In 2011, the law amended
that people living in Georgia will be able to receive
education at the first and second levels of academic
higher education in electronic form, although this has
been only an addition to traditional teaching. As we
already mentioned, e-learning method was not fully
implemented in any higher education institution. In
Georgia as well in many other countries of the world,
majority if teachers approved online learning as it
makes higher education available to more students.
However, only few professors considered e-learning
to be effective. Or, put differently, few professors
believe that online learning has positive effect on
student learning. (Pomerantz, J. et al., 2017) This
method was partly implemented in several universities
in combination with traditional teaching. Also there
was a virtual lab that students could use to conduct
experiments virtually.

During this period many schools (not only in the
region) faced specific problems. Initially, in order to
ensure the continuity of the learning process, teachers
used the Internet to work in closed groups - to provide
students in each class with new lesson materials,

key questions and assignments, and to get feedback.
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We all agree that that there is no ready-made recipe
with special ingredients that will make you a good
teacher we all need to find our own ways to master
the profession facing the challenges (Alavidze, 2017)
. At this time, the educational program of Microsoft
Teams provided by the Ministry of Education and
Science of Georgia has been added and introduced
to educational system to support e-learning. The
Ministry has created user account of Microsoft Office
365, for about 600,000 students from public schools
in Georgia and about 55,000 teachers and school
administration representatives, through the LEPL -
Education Management Information System (EMIS).
The portal has been created that allows students and
their parents to access student’s data without the direct
involvement of the school administration and the
teacher, also set up virtual classrooms for every classes
and disciplines. Besides, in all districts of Georgia,
support groups from volunteer experts has been
created to help teachers to understand the technology
of e-learning, also support groups of “New School
Model” are actively working on about school reform,
where important component is the introduction of
distance learning and the sharing of experiences with
other schools and teachers. According to statistics,
750 active users are involved in Microsoft TEAMS
every day. In total, TEAMS has 138,698 active users;
on March 23, Office 365 had 143,140 active users;
the e-mail and online data warehouse (One Drive) had
about 14,000 active users.

Moving to a new model of learning has identified
many problems. At first, such as poor computer skills
and internet access problem too, but later published
the research by The Organization for Economic Co-
operation and Development — OECD, where it was
showed that compared to other countries Georgia was
ready quite well. (OECD, 2020)

On March 30, 2020, the Ministry of Education,
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Science, Culture and Sports of Georgia, together with
the First Channel of Public Broadcasting, launched the
new project “First Channel Education”. The students
of the TV School had an unprecedented opportunity
for e-learning process to attend the lessons from the
first grade to the 12th grade, which were conducted
by experienced teachers. The lesson timetable was
compiled based on the National Curriculum, all
subjects were taught once a week for all classes, and
certain subjects were taught twice a week for entrants.
Also lessons were provided for students with special
needs and disabilities, a psychologist and a translator
were involved too. The project also includes the
additional lessons: music, dance, song, exercise and
chess. It’s important to say that lessons were provided
for non-Georgian language students too in Armenian
and Azerbaijani. (Ministry of Education, Science,
Culture and Sports of Georgia, 06.04.2020)

As for the higher education system, they were
able to quickly mobilize resources and move to
a distance learning mode, in order to provide a
continuous process of education for students. As
soon as the pandemic began, the first stage of the
Council of Rectors, convened at the initiative of
the Minister, recommended that the spring semester
be resumed on March 16 in e-learning mode. This
would allow them to replace the online teaching
method with a hybrid form after students return to
the classroom. Since one common challenge faced by
all universities, the process was conducted through
mutual assistance and sharing of experiences between
universities. Universities have been advised to follow
the guidelines for e-learning and quality assurance
developed by the European Association of Higher
Education Quality Assurance (ENQA). In addition, an
e-learning assistance document was specially created.

At this time, higher education institutions use
a variety of applications and online platforms to

promote distance learning: Zoom, Microsoft Teams,

Moodle and Google Classroom. They have also
developed relevant guidelines and video instructions
for academic staff and students. The learning process
has modified for better management of e-learning
process, online lectures/seminars are uploaded to the
appropriate platform and are available for students,
also reviewed teaching methods and assessment
systems too. The universities have determined the
evaluation mechanism based on the recommendation
of the Ministry. The learning courses, which include
a practical component and laboratory work, will be
conducted in an intensive mode when we will return
to the university space. (View Point, 2020)

During this time, we conducted online survey of
about 900 people of all ages, who were involved
in e-learning process, including pupils, students,
lecturers, and teachers. It’s interesting that only
12% of respondents had practical experience of
e-learning, the rest had only theoretical knowledge
or some general information. Educational institutions
managed to get involved in e-learning process very
quickly, 97% of the respondents were involved in the
first month. To actively participate in this process,
educational institutions provided various types of
technical assistance to students, as well as lecturers /
teachers too.

About the question what was the problems they
faced at e-learning process, answers was different,
30% of respondents said that they hadn’t any type of
problems, around 28% said that main problem was
unstable access to the Internet, but most of them
had mobile internet, around 16% of respondents
noted that psychological unpreparedness was their
main problem, others mentioned that less effective
communication (13%), lack of computer skills (12%)
and no proper equipment (12%) was also the big

problem (Figure 1).
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Figure 1.what was the problems you faced at e-learning process?

I had no problems

Unstable access to the Intemet

Psychological unpreparedness

Less effective communication

Lack of computer skills

No proper equipment
Attendance at e-lectures was high, ranging between
85-93%. Most of students used mobile phones (about

45%), others laptops, tablets or personal computers.

During the e-learning process, a large proportion

of respondents experienced a sense of comfort,
satisfaction and enthusiasm (70%), while for some
the process turned out to be stressful and tense (30%).
Figure 2.

Figure 2. How did you feel at e-learning process?

As for the question, what were the positive features
of e-learning, 42% of respondents said that it helped
them not to stop the learning process, 20% mentioned

that it’s possible to repeat the recorded lecture,12%
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B comfort, satisfacrion
and enthusiasm

stressful and tense

said that effective pedagogical relationship is
maintained, for others it was important that safety was
fully ensured(9%), that the learning process is going
smoothly (9%) and students are present actively (8%).
Figure 3.
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Figure 3. What were the positive features of e-learning?

STUDENTS ARE PRESENT ACTIVELY
THE LEARNING PROCESS 15 GOING SMOOTHLY

SAFETY WAS FULLY ENSURED

EFFECTIVE PEDAGOGICAL RELATIONSHIP IS
MAINTAINED

IT'S POSSIBLE TO REPEAT THE RECORDED
LECTURE

AVOID STOPPING THE LEARNING PROCESS

The use of e-learning elements in the learning
process was acceptable for 61% of respondents and
they will try to use the e-learning elements in the
future, 29% only in extreme cases think about using
this tool, for the remaining 10% it is undesirable to
use it in the future.

According to the respondents, the school/university
has coped quite effectively with the transition to
e-learning, they rate the activities of the educational
institution with an average score of 4.1 (from 5), also
respondents believe that the use of e-learning was
an interesting and useful experience in the learning
process, which is rated with an average score of 4.2
(from 5).

Microsoft Corporation and the International
Organization for Economic Development and
Cooperation(OECD) gave high assessments to the
Ministry of Education, Science, Culture and Sports of
Georgia to promote distance learning in the context
of the COVID-19 crisis. According to Anthony
Salsito, Vice President for Education at Microsoft
Corporation, Georgia has managed transition to
online education with good results. Salsito noted
that the crisis has once again shown how effectively
used digital learning tools in Georgia, also the project

of TV-school was very useful for students who are

12%

P L

living in different regions and maybe had problems of
internet access, that was good step from the Ministry
of Georgia for developing students' skills to find
themselves facing the challenges of the 21st century.
(Ministry of Education, Science, Culture and Sports
of Georgia, 15.05.2020).

It should be noted that The International
and

Organization for Economic

Development (OECD) has realized a report about the

Co-operation

challenges created in the education field during the
COVID-19 pandemic in 2020 and the steps taken by
the Georgians to ensure continuous education process
measured as the best, including the “TV School”
project too. The Ministry of Georgia was able to
instantly mobilize all teachers and people involved
in education system, which led to the continuation of
the learning process and the protection of the health
of students and teachers. Education was available
to students from all regions of Georgia, because of
schools’ and universities’ administrations, lecturers
and teachers tried not to interrupt the learning process,
also supporting and engagement of students and pupils
has determined the academic achievements of each of
them (Reimers et al, 2020)
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Conclusion

The rapid spread of COVID-19 has demonstrated
so many different issues, what about we didn’t think
before, there were so many problems and challenges
from the beginning and every country tried really
hard to do their best in every spare. For us that for
education system and every person worked to do
their job for new generation, for students. For sure
we needed rapid technological changes, also that
were an opportunity to remind ourselves of the skills
as informed decision making and creative problem
solving, that was the great way for students to learn
quick adaptability in the new world and make their
own decision. As research has shown, one of the
main problem in switching to online learning was
psychological unpreparedness and lack of appropriate
technical equipment. Therefore, it’s important that
educational institutions and relevant governmental
agencies should carry out preparatory work for 2020-
2021 academic year, which will significantly increase
the effectiveness of online teaching.

These processes have really changed our life,
introduced new systems into the learning process,
developed certain areas, and our community adapted
to the new technological challenges. Through this
pandemic, the importance of disseminating knowledge
across borders, companies, and all parts of society is
quite clear. If online learning technology can play a
role here, it is incumbent upon all of us to explore its
full potential and work together for future success.

As we have seen online learning is considered to
be a fully acceptable and effective method in parallel
with traditional teaching methods, both by pupils and
students, as well as by teachers. Therefore, even if the
created pandemic situation allows us to conduct the
educational process in the learning classrooms, this
method will remain an active method of teaching.

The decisions by Georgian government due pandemic
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situation were positively assessed by various important
organizations around the world. This new steps in
education system are relevant and very important for

students and all of the new generation.
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COVID-19 IMPACT ON THE GEORGIAN
TOURISM SECTOR
SUMMARY

The coronavirus has caused an economic crisis
not only directly in the tourism sector, but also in
areas directly and indirectly related to it. Capital
turnover decreased from 2089.1 million to 690.1
million compared to the previous 2019. In February
2020 alone, the number of international tourists
decreased by 0.7% compared to the same period
last year. The decrease in tourists was reflected in
the restaurant business, the turnover of shopping
facilities, etc. Compared to 2019, the number of
employees in hotels and restaurants alone has
decreased by more than 18 thousand people. A
significant decrease was also observed in the Imereti
region.

Corona virus COVID-19 poses a significant threat
to both the global and regional economies. Today,
the negative impact of the pandemic on the world
economy has become irreversible. It is impossible
to make an accurate forecast in today’s rapidly
changing environment.

The first case of kovidivirus in Georgia was
detected on February 26, 2020, and already in
March the visible effects of the pandemic began to
be detected:

»  Increased demands on products;

»  The inevitable rise in unemployment;

»  Reduction of international remittances;
>

A sharp decrease in the flow of foreign

tourists, etc.

Recently, tourism has become one of the leading
sectors of our country's economy, accounting for
11% of Georgia's GDP. The number of visitors in
2019 exceeded 9.3 million, which was 7.8% more
than in the previous 2018, the increase was visible
every year. With this in mind, the number of
visitors was expected to increase to 10 million by
2020.

The coronavirus has dealt one of the biggest
blows to world tourism and caused an economic
crisis. Georgia is no exception. The aim of our
paper is to determine based on a comparative
analysis of statistical materials provided by Geostat,
the Agency of Protected Areas and the National
Tourism Administration how much the Covid virus
has changed the expected results in the tourism
sector as a whole in the country and in the Imereti
region.

COVID-19 has had the most negative impact on
the tourism industry precisely because of closed
borders and fears of travel. According to the analysis
of the World Tourism Organization (UNWTO),
which considers the SARS scenario of the pandemic
in 2003 as a potential model, world tourism should
expect a 1-3% decrease in visitors, while according
to the forecast made in 2019, the number of visitors
in 2020 is 3-4% Should increase global tourism to a
total loss of $ 30-50 billion (UNCTAD, 2020: 9.03).

The global tourism crisis has had a big impact
on Georgia as well, already in February 2020 the
number of international tourists decreased by 0.7%
compared to the same period last year. However,
during the same period, there was a certain increase
in some countries, in particular, a 161.5% increase
was observed in tourists from Estonia in February.

Significant increase in tourist flow was also observed
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from other EU countries: Poland - 84.8%. Italy -
81.2%, France - 52.4% and Germany - 38%.

Since travel restrictions have already been
extended to virtually all countries, including
neighboring Azerbaijan and Armenia, the impact
on the tourism sector has clearly increased. Closed
borders and travel restrictions will hurt Georgia's
tourism sector and likely slow down the market
diversification process.

To assess the scale of the economic impact, it
should be noted that according to official data for
2018, 44,663 people were employed in hotels and
restaurants alone; In 2019, there were 48,634, the
same data as 38,661 people in the first quarter of
2020, which decreased to 30,215 people in the
second quarter. That is, compared to 2019, the
number of employees in hotels and restaurants
alone has decreased by more than 18 thousand
people. And capital turnover decreased from 2089.1
million to 690.1 million compared to the previous
2019 (data for 2 quarters of 2020). The same data
in the Imereti region in 2019 amounted to 2536
people.

There is also a significant decrease in the
number of visitors to protected areas. Analyzing
the statistical materials of the Agency of Protected
Areas, we find that 112612 visitors (including 21176
foreigners) visited the Protected Areas of Georgia
during the first 7 months of 2020, the same figure
was 1,199,011 for 2019, ie only 11.6 % of the total
number of visitors in the previous year.

If we take into account the fact that in previous
years the number of visitors in the first five included
3 protected areas from Imereti - Prometheus
Cave, Sataplia and Okatse Canyon this year only
Prometheus Cave entered the top five and it is in

the third place with 10,581 visitors. In 2019, it was
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visited by 184,264 visitors. The situation is the same
in Okatse Canyon last year it hosted more than 92
thousand visitors, this year only 52 96 (instead of
the projected 100 000 visitors), Sataplia visited 6002
visitors in 7 months in 7 months, the same figure
in 2019 was 741988 visitors. The number of visits
to the above facilities alone shows how big the
difference is in the number of visitors of the past
and present years. Added to this are the indirectly
related sectors of tourism, which clearly shows the
economic crisis in the tourism sector of Imereti.

It is hoped that the corona virus COVID-19 will
soon be overcome in the world, including Georgia,
and will start economic progress, including in the
tourism sector. It is also encouraging that National
Geographic, one of the most influential travel
publications in the world, has named Georgia,
Svaneti region, among the top 25 destinations in
the world in 2021, which tourists should visit in the
post-pandemic period.

The "Thrillist"

describes the 13 best countries, where it advises

American travel magazine
American citizens to live, in which it names Georgia
among the popular tourist countries. The journalist
of the publication recommends using the project
"Work from Georgia" to come to Georgia. The
Georgian government has eased visa requirements
for participants in the project, and with the new
"Work from Georgia" program, foreigners can work
remotely from Georgia and spend a full year in the
country, earning at least $ 2,000 a month. - The
author of the article writes and notes that Georgia
attracts travelers to the Caucasus Mountains,
Georgian cuisine, wine and affordable prices
(nationalgeographic, 2020).
the

Administration, up to 1,100 citizens from different

According  to National = Tourism
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countries were registered within the framework
of the project "Work from Georgia" from August
27 to October 25. Hopefully, more travelers will
be interested in this project, they will come to
Georgia, including the Imereti region, which will
at least partially improve the economic situation in

the country's tourism sector.

KEYWORDS: Coronavirus, Tourism, Visitors,
Crisis.
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THE PLACE OF ECONOMIC FREEDOM IN
THE ECONOMIC POLICY OF THE COUNTRY
SUMMARY

A market economy is based on economic freedom,
which is revealed in freedom of choice. Choice
is the main precondition for competition, and
competition is the main driving force of economic
development. Economic freedom contributes to the
development of the economy of country and the
well-being of the population the country depends
on it. The International Heritage Foundation has
been conducting annual surveys since 1995 on the
fulfillment of these conditions in 180 countries
around the world, including Georgia. The index
of economic freedom in Georgia changes every
year. A country is considered economically free
if it does not restrict individual choice, voluntary
exchange, freedom of competition. A necessary
condition is the protection of private property. In an
economically free society, every person has the full
right, at his own discretion and in the conditions
of free choice, to achieve his own goals, the state
does not interfere in its activities and choices. It
should be noted that economic freedom does not
mean economic independence. At the present stage
of society's development, the economic activities
of any economic entity are so intertwined, so
dynamic and in-depth, that the notion of economic
independence sounds more an anachronistic than a
21st-century achievement.This applies to relations

between countries, as well as relations between

58

individuals and legal entities. Economic freedom
means, above all, freedom of choice.

Index of Economic Freedom (Economic Freedom
of the World) is a measure of economic freedom
compiled by the Heritage Foundation, a leading
center for American policy research and ,,The Wall
Street Journal“ . This index has been established
since 1995.The world rating of "economic freedom"
has a great importance in terms of further attracting
investment in the country. The Index of Economic
Freedom is based on ten criteria. These are: freedom
of business, freedom of trade, fiscal freedom,
government costs, monetary freedom, freedom
of investment, financial freedom, property rights,
freedom from corruption, freedom of labor.

The information on the results of survey of
the Heritage Foundation "Economic Freedom
Index" 2020 is posted on the official website of the
Ministry of Economy and Sustainable Development
of Georgia, according to the survey 2020 of the
"Heritage Foundation" Index of Economic Freedom
" rating score of Georgia reached a historical
maximum - 77.1 points, it was promoted by 4
positions in the world ranking and took the 12th
position. Compared to the previous year, Georgia
was promoted by 2 positions in the European region
- with this result Georgia is in the 6th place among
45 countries in the European region with the status
of "mostly free". Total score ofGeorgia exceeds both
the regional (69.8 points) and the world average
point (61.6 points).

In our view, property rights are crucial in this
large system of valuation. In terms of private
ownership, the benefit or loss is the property of
the owner, which gives him an incentive to use the
resource efficiently. When a resource is transferred
to collective ownership, the responsibilities are
dispelled, and the different motives of the owners
ultimately make the preservation and reasonable

use of that resource less possible. An even worse
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result is achieved if the asset becomes state-owned,
because then the liability for profit and loss is not
dispersed but divided among different groups.There
are known cases in the Czech Republic, Poland
and Hungary, where after the end of socialism,
the profitability of privately owned companies
increased by an average of 77% in just a few years.
There are many such stories in the former socialist
countries, although privatization is a permanent
process in developed countries as well, and the
value of privately owned assets around the world

has, in fact, been rising every year since the 1980s.

KEYWORDS: Competition, Welfare,
Market, Index, Dumping, Measure, Tariff.
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Abstract
The article discusses the development prospects
of liability insurance in Georgia as a field, discusses
various statistical data on insurance products for
2008-2018,

comparative analysis, discusses the example of

including liability insurance, makes
advanced countries in terms of liability insurance
development, discusses problems and future prospects

of liability insurance for development

Introduction

In Georgia, the insurance industry has been
developing since 1997, since the establishment of
insurance development strategy by the state, the
LEPL State Insurance Supervision Service, the main
insurance regulation law on insurance, normative and
sub-legal acts have been developed, and an important
place has been given to insurance relations in Georgian
civil, air, marine and customs code. Several types of
compulsory insurance have been introduced.

Over time, with the realization of the benefits of
insurance by the public and private business, there
has been a growing demand for the various types of
insurance offered by private insurance companies.
Including types of personal insurance, property and

financial risk insurance. There was also some demand
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for various liability insurance in both the corporate
and retail markets.

Nevertheless, judging by the statistics of the
Georgian insurance market from 2008 to 2018, we
will see that liability insurance is less prominent.
Leading among the types of insurance are types of
insurance such as medical insurance, auto insurance,
property and life insurance. Liability insurance ranks
sixth and seventh, both in terms of premiums attracted
and policies issued.

Liability insurance is less in demand today and
is preceded by types of insurance such as medical
insurance, motor insurance, property and life
insurance.

The separation of the type of liability insurance and
the importance of'its development is due to the fact that
it is impossible to attribute it to property or personal
insurance. If the object of property insurance is the
property of a natural or legal person, and the property
of a person - human life, health and ability to work,
then the object of liability insurance is the liability of
the insured (insured) for damage to a third party in
accordance with law or contractual obligations.

Therefore, the aim of the paper is to reflect to some
extent the problems of liability insurance development
in Georgia and to offer recommendations for their
solution.

The actuality of this topic is due to the fact that

the development of liability insurance is of great
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importance for both individuals and society as a
whole, in that this type of insurance can protect
individuals in business relationships from liability
in various cases, unintentionally causing damage to
others. Given that the insurance covers legal costs
related to the defense and compensation to be paid in
favor of the victim, it also helps the insured to settle

an apparently reasonably clear claim.

Main text
Statistical data for 2008-2018,
analysis

In 2008-2018, with the emergence of demand

comparative

in the insurance market, various types of liability
insurance were gradually created, including those
whose formation was partly due to the requirements
of the law.

Types of liability insurance that are being
operated since 2008 (Tsertsvadze..., 2016:17):

1. Voluntary general civil liability insurance

2. Employer Liability Insurance

3. Professional liability insurance of the private
security service

4. Professional Liability Insurance for Architects
and Engineers

5. Professional liability insurance for auditors
and accountants

6. Liability insurance of tour operators

7. Liability insurance of accredited inspection

bodies carrying out periodic security inspections of
an object with increased technical hazards.

8. Compulsory professional insurance of notaries

9. Homeowner Liability Insurance (in Retail
Property Insurance)

10. Civil liability insurance related to the use of
land transport.

11. Liability insurance related to the use of air
vehicles

12. Liability insurance related to the use of
floating vehicles

13. Carrier and Freight Forwarder Liability
Insurance

14. Professional Liability Insurance of Road
Implementation Testing Centers

15. D&O - Liability insurance for directors and
executives

16. Compulsory third party liability insurance by
owners of mass gathering facilities

17. CAR - Liability insurance (related to repair
and construction work)

18. Doctors' professional liability insurance ("Mal
med")

19. Third Party Liability Insurance in Cyber
Insurance Privacy and Security Liability

From 2008 to 2018, the number of policies and
premiums issued on the type of liability insurance
varied gradually. (See table #1, 1.1, 1.2) , (Diagram
#1)
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Table# 1
Share of premiums attracted by liability insurance in 2008-2018
in relation to the total market volume (GEL )
Total earned | Liability insurance line premium: MARINE TPL, AVIATION

year premium TPL, MTPL, GENERAL CIVIL LIABILITY ratio
| 2008 | 272,013,220 9,418,663 3.46%

2009 | 360,449,124 12,231,087 3.39%

2010 | 361,457,160 13,016,154 3.60%

2011 321,147,047 12,649,284 3.94%

2012 | 515,471,427 16,372,530 3.18%

2013 | 471,066,120 17,197,400 3.65%

2014 | 302,640,671 21,561,746 7.12%

2015 | 359,798,773 27,841,675 1.74%

2016 | 393,038,614 39,370,486 10.02%

2017 | 441,400,962 36,498,902 8.27%

2018 | 542,200,592 74,494,096 13.74%

Source: LEPL State Insurance Supervision Service, Insurance Market Statistics http://insurance.gov.ge/

Statistics.aspx?lang=ka-GE

Diagrami# 1
Share of premiums attracted by liability insurance in 2008-2018
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Source: LEPL State Insurance Supervision Service, Insurance Market Statistics http://insurance.gov.ge/
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Share of different types of liability insurance premiums

MARINE TPL, AVIATION TPL, MTPL, GENERAL CIVIL LIABILITY

Tablett 1.1

General Civil
L Year MARINE TPL AVIATION TPL MTPL Liability
2008 0.00% 0.00% 1.15% 2.31%
2009 0.00% 0.00% 1.49% 1.90%
2010 0.009% 0.60% 0.97% 2.01%
2011 0.004% 0.83% 1.20% 1.90%
2012 0.010% 0.80% 0.82% 1.55%
2013 0.000% 0.92% 0.95% 1.78%
2014 0.002% 1.25% 2.00% 3.87%
2015 0.003% 0.92% 2.34% 4.46%
2016 0.008% 1.19% 2.40% 6.41%
2017 0.004% 1.00% 2.59% 4.67%
2018 0.02% 1.11% 7.91% 4.69%

Source: LEPL State Insurance Supervision Service, Insurance Market Statistics http://insurance.gov.ge/

Statistics.aspx?lang=ka-GE

Table 1.2

Number of policies issued MARINE TPL, AVIATION TPL, MTPL, GENERAL CIVIL LIABILITY

Year Number of policies issued Including the number of Total number of Ratio

MARINE TPL, AVIATION policies issued only on civil policies issued in all

TPL, MTPL, GENERAL liability insurance types of insurance
CIVIL LIABILITY

2008 0 0 0
2009 76,122 1,294 3,397,076 2.24%
2010 28,286 2,576 4,714,240 0.60%
2011 29,472 LL716 4,750,795 0.62%
2012 33,656 1,966 5,813,396 0.58%
2013 44,943 5,058 6,768,111 0.66%
2014 87,554 35,636 6,241,899 1.40%
2015 116,657 51,958 7,395,044 1.58%
2016 127,012 51,813 2,980,104 4.26%
2017 138,294 38,886 3,484,532 3.97%
2018 935,215 100,176 4,140,836 22.59%

Source: LEPL State Insurance Supervision Service, Insurance Market Statistics

http://insurance.gov.ge/Statistics.aspx?lang=ka-GE
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In 2008, the total attracted premium was 272
013 220 GEL, while the premium attracted for
the existing types of liability insurance (TPL,
MTPL, MARINE TPL, AVIATION TPL) was 9
418 663 GEL. The share of liability insurance is
3.46% of the received premiums. Including only
2.31% on liability insurance and 1.15% on MTPL.
Unfortunately, no information is available on air
and freight liability insurance premiums, as well as
on issued policies.

In 2009, the total attracted premium amounted
to 360 449 124 GEL, while the premium attracted
for the existing types of liability insurance (TPL,
MTPL, MARINE TPL, AVIATION TPL) amounted
to a total of 12 231 087 GEL. The share of liability
insurance is 3.39% of the received premiums.
Including only 1.90% on liability insurance and
1.49% on MTPL.

3 397 076 policies are issued in all types of
insurance. Existing liability insurance types (TPL,
MTPL, MARINE TPL, AVIATION TPL) 76122
policy, the share of liability insurance policies is
2.24% of the total issued policies. 1,294 policies
have been issued for civil liability insurance alone.

In 2010, the total attracted premium was 361 457
160 GEL, while the premium attracted for the existing
types of liability insurance (TPL, MTPL, MARINE TPL,
AVIATION TPL) was 13 016 154 GEL. The share of
liability insurance is 3.60% of the received premiums.
Including only liability insurance 2.01%, MTPL 0.97%,
Marine Tpl 0.009%, Aviation Tpl 0.6%.

4 714 240 policies are issued in all types of
insurance. Existing liability insurance types (TPL,
MTPL, MARINE TPL, AVIATION TPL) 28286 policy, the
share of liability insurance policies is 0.6% of the total
issued policies. 2576 policies have been issued for
civil liability insurance alone.

In 2011, the total attracted premium was 321 147
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047 GEL, while the premium attracted for the existing
types of liability insurance (TPL, MTPL, MARINE TPL,
AVIATION TPL) was 12 649 284 GEL. The share of
liability insurance is 3.94% of the received premiums.
Including only liability insurance 1.90%, MTPL 1.20%,
Marine Tpl 0.004%, Aviation Tpl 0.83%.

4,750,795 policies issued in all types of insurance.
Existing liability insurance types (TPL, MTPL, MARINE
TPL, AVIATION TPL) 29472, the share of liability
insurance policies is 0.62% of the total issued policies.
1716 policies have been issued for civil liability
insurance alone.

In 2012, the total attracted premium was 515 471
427 GEL, while the premium attracted for the existing
types of liability insurance (TPL, MTPL, MARINE TPL,
AVIATION TPL) was a total of 16 372 530 GEL. The
share of liability insurance is 3.18% of the received
premiums. Including only liability insurance 1.55%,
MTPL 0.82%, Marine Tpl 0.010%, Aviation Tpl 0.80%.
5 813 396 policies issued in all types of insurance.
33656 policies on existing types of liability insurance
(TPL, MTPL, MARINE TPL, AVIATION TPL), the share
of liability insurance policies is 0.58% of the total
issued policies. 1,966 policies have been issued for
civil liability insurance alone.

In 2013, the total attracted premium was 471 066
120 GEL, while the premium attracted for the existing
types of liability insurance (TPL, MTPL, MARINE TPL,
AVIATION TPL) was 17 197 400 400 GEL. The share of
liability insurance is 3.65% of the received premiums.
Including only liability insurance 1.78%, MTPL 0.95%,
Marine Tpl 0%, Aviation Tpl 0.92%. 6 768 111 policies
are issued in all types of insurance. Existing liability
insurance types (TPL, MTPL, MARINE TPL, AVIATION
TPL) 44943 policy, the share of liability insurance
policies is 0.66% of the total issued policies. 5,058
policies have been issued for civil liability insurance

alone.



95mMbmBoyyfio 3Gmazommo, Ne20, 2020/Economic Profile, N20, 2020

In 2014, the total
302640671 GEL, while the premium attracted for
the existing types of liability insurance (TPL, MTPL,
MARINE TPL, AVIATION TPL) was 21 561 746 GEL. The

share of liability insurance is 7.12% of the received

attracted premium was

premiums. Including only liability insurance 3.87%,
MTPL 2%, Marine Tpl 0.002%, Aviation Tpl 1.25%.
6241899 policies issued in all types of insurance.
Existing liability insurance policies (TPL, MTPL,
MARINE TPL, AVIATION TPL) 87554 Liability insurance
policies account for 1.40% of the total policies issued.
35,636 policies have been issued for civil liability
insurance alone.

In 2015, the total attracted premium was 359 798
773 GEL, while the premium attracted for the existing
types of liability insurance (TPL, MTPL, MARINE TPL,
AVIATION TPL) was a total of 27 841 675 GEL. The
share of liability insurance is 7.74% of the received
premiums. Including only liability insurance 4.46%,
MTPL 2.34%, Marine Tpl 0.003%, Aviation Tpl 0.92%.
7 395 044 policies are issued in all types of insurance.
Existing liability insurance types (TPL, MTPL, MARINE
TPL, AVIATION TPL) 116657, the share of liability
insurance policies is 1.58% of the total issued policies.
51,958 policies have been issued for civil liability
insurance alone.

In 2016, the total attracted premium was 393 038
614 GEL, while the premium attracted for the existing
types of liability insurance (TPL, MTPL, MARINE TPL,
AVIATION TPL) was a total of 39 370 486 GEL. The
share of liability insurance is 10.02% of the received
premiums. Including only liability insurance 6.41%,
MTPL 2.40%, Marine Tpl 0.008%, Aviation Tpl
1.19%. 2,980,104 policies are issued for all types
of insurance. Existing liability insurance types (TPL,
MTPL, MARINE TPL, AVIATION TPL) 127012 policy,
the share of liability insurance policies is 4.26% of

the total issued policies. 51,813 policies have been

issued for civil liability insurance alone.

In 2017, the total
441,400,962 GEL, while the premiums attracted for
the existing types of liability insurance (TPL, MTPL,
MARINE TPL, AVIATION TPL) amounted to a total
of 36,498,902 GEL. The share of liability insurance
is 8.27% of the received premiums. Including only
liability insurance 4.67%, MTPL 2.59%, Marine Tpl
0.004%, Aviation Tpl 0.996%. 3 484 532 policies
are issued in all types of insurance. Existing liability
insurance types (TPL, MTPL, MARINE TPL, AVIATION
TPL) 138294 policy, the share of liability insurance
policies is 3.97% of the total issued policies. 38,886

premium attracted was

policies have been issued for civil liability insurance
alone.

In 2018, the total attracted premium was 542 200
592 GEL, while the premium attracted for the existing
types of liability insurance (TPL, MTPL, MARINE TPL,
AVIATION TPL) was a total of 74 494 096 GEL. The
share of liability insurance is 13.74% of the received
premiums. Including only liability insurance 4.69%,
MTPL 7.91%, Marine Tpl 0.02%, Aviation Tpl 1.11%. 4
140 836 policies are issued in all types of insurance.
Existing liability insurance types (TPL, MTPL, MARINE
TPL, AVIATION TPL) 935215 policy (834 955 policy
issued only on MTPL, which should be conditional on
TPL of compulsory border), the total share of total
liability insurance policies is 22 59%. 100 176 policies
have been issued for civil liability insurance alone
(2.41% of the total policies issued)

If we compare the data of 2008 and 2018, we will
see that the demand for liability insurance is growing.
If in 2008 the attracted bonus was 9 418 663 GEL, in
2013 17 197 400 400 GEL was attracted, and in 2018
the attracted bonus is 74 494 096 GEL.The share in the
total attracted premium has also increased: 3.46% in
2008, 3.65% in 2013, and 13.74% in 2018. Also, only
the share of civil liability insurance has increased:

2.31% in 2008, 1.78% in 2013, and 4.69% in 2018.
65
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The number of policies issued is also increasing: in
2009 data were issued 76 122 (1294 for civil liability
insurance only) policies, in 2013 44 943 (5058 only
for civil liability insurance), and in 2018 935 215

(only for civil liability insurance 100 176) Issued.

To determine the liability insurance loss rating, it is

also interesting to consider the liabilities reimbursed
in 2008-2018 and the share of liability insurance

losses in relation to the total market volume (GEL).
(See table #2, diagram #2)

Table #2
Share of liability insurance losses in relation to the total market volume
Year Total loss liability ratio MARINE | AVIATION | MTPL General

insurance TPL TPL Civil

covered loss Liability |
2008 | 105,613,271 1,291,518 1.22% - - 1.10% 0.12%
2009 | 189,211,833 2,633,648 1.39% — — 1.09% 0.30%
2010 | 188,764,463 2,337,886 1.24% 0.03% 0.00% 1.15% 0.05%
2011 | 221,908,033 1,943,519 0.88% 0.00% 0.00% 0.83% 0.05%
2012 | 264,740,274 2,248,895 0.85% 0.00% 0.00% 0.80% 0.04%
2013 | 387,610,085 16,299,943 4.21% 0.00% 3.38% 0.70% 0.12%
2014 | 219,090,860 7,245,987 3.31% 0.00% 0.99% 1.54% 0.78%
2015 | 210,524,803 7,624,936 3.62% 0.00% 0.87% 2.02% 0.74%
2016 | 231,862,996 10,311,044 4.45% 0.00% 0.54% 1.91% 2.00%
2017 | 248,769,530 10,310,327 4.14% 0.00% 0.00% 2.10% 2.04%
2018 | 301,863,209 11,668,554 3.87% 0.01% 0.51% 2.73% 0.61%

Source: LEPL State Insurance Supervision Service, Insurance Market Statistics http://insurance.gov.ge/

Statistics.aspx?lang=ka-GE

Diagram #2

Reimbursed losses in 2008-2018 and share of liability insurance losses in relation to the total market
volume (GEL)
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Liability insurance rating on the example of an advanced countries
According to the 2018 data, the share of general liability insurance premiums attracted in the total premium
is distributed as follows (see table #3, diagram #3):
Table #3

Share of general liability insurance premiums attracted in the total premium

Great Britain USA Switzerland | Germany Italy Japan Spain Turkey

17.09% 11.95% 9.38% 9.35% 9% 6.11% | 3.03% 2.58%

Source: OECD Insurance Statistics https://read.oecd-ilibrary.org/finance-and-investment/oecd-

insurance-statistics-2018

Diagram #3

Share of general liability insurance premiums in the total premium 2018
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Source: OECD Insurance Statistics https://read.oecd-ilibrary.org/finance-and-investment/oecd-

insurance-statistics-2018

Interestingly, according to the 2018 data, the share of insurance premiums per capita in GDP and GDP
(2018) is as follows: (see table 4, diagram #4)
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Table #4
While in Georgia the annual premium attracted is 144 GEL per capita, 12 GEL per month.
Insurance premiums per capita in GDP
Total premiums ank Total premiums as
Rank/Country er capita Country |a percent of GDP
1 Cayman Islands $11,642 | 1 Taiwan 20.88%
2 Hong Kong 8,863 | 2 Hong Kong 18.16
3 Switzerland 6,934 | 3 Cayman Islands 17.51
4 Denmark 6,289 | 4 South Africa 12.89
5 Ireland 5,253 | 5 South Korea (2) 11.16
6 Taiwan 5,161 | 6 United Kingdom 10.61
7 Luxembourg 5,001 | 7 Denmark 10.37
8 Singapore 4,958 | 8 Finland 9.87
9 Finland 4926 | 9 Netherlands 9.24
10 | Netherlands 4,890 | 10 France 8.89
Source:  https://www.iii.org/publications/insurance-handbook/economic-and-financial-data/world-insurance-

marketplace Includes nonlife and life insurance and cross-border business. April 1, 2018 to March 31, 2019. Source:

Swiss Re,

The share of insurance premiums (USD) of 10 advanced countries per capita - 2018
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In advanced countries, the share of insurance premiums in total GDP is also high (see diagram 5):

Diagram #5

10 advanced countries' insurance premiums share in GDP in 2018.

20 .S—E:ﬂ- 18 :1 6% 17.510%
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source: Market Reports 2019 International Monetary Fund. 23 April 2019; www.insurance.gov.ge

While in Georgia the similar figure is 1.17%.

It can be objectively assumed that these data
from foreign countries are due to the high culture
of insurance in general and the stable income of the
society in general.

According to the independent financial internet
portal, there are several main reasons for liability
insurance that motivates people to purchase this
insurance:

1) "litigious" attitude of members of the community
towards each other - it is possible for the parties to
file a complaint to each other on any issue, even in
cae of a non-serious request. However, if there is any
legal basis, this may be the cause of the complaint. It
is impossible to avoid legal protection costs for such
reasons. Therefore, there is a necessary insurance that
covers legal costs and possible material compensation.

2) High financial status - often becomes a reason
for complaints from members of the community as
they try to get income from such people.

3) Risk of indefinite claim (unfinished claims) - in

the case of a personal vehicle, the citizen may suffer a

loss in the amount that is the real value of his vehicle.
However, in the event of a claim and liability, the
claim may threaten the entire personal property of
the person and indefinitely extend the amount as the
plaintiff always tries to take more than what is offered.
Appropriate legal support is therefore required from
this situation.

4) Risk of positions of authority: CEOs, members
of the board of directors or business owners need to
take on more responsibilities than other individuals.
Because they are often responsible for accidents in
the office. Certain professions, such as property, and
securities managers, are characterized by an even
higher risk of loss. For example, if a stock, securities
manager loses money to a number of clients, these
people can file a group lawsuit for an almost limitless
amount. The board of directors of any company is
responsible even if the stock debt or pension funds

are mismanaged.
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5) Risk of the other party claiming: There are
always opponents in a successful business relationship
who do not want to support the ruler. On the contrary,
they are trying to undermine his official reputation,
for which they are preparing complaints. Liability
insurance is the best way for legal protection to
resolve such a dispute.

Problems and future prospects for the
development of liability insurance in Georgia

As can be seen from the diagrams the MTPL product
is the leader among the types of liability insurance.
Other types of insurance are less developed. The
main and leading type of liability insurance is less in
demand, although the dynamics are growing.

The given diagram confirms the unfortunate fact:
if not obligatory character, MTPL product would not
have growing dynamics according to both premiums
and number of policies. Its high rate indicates the
unwillingness of the population to buy other types of
insurance products on a voluntary basis. (Gigolashvili,
2012:250; Shatirishvili and Kakashvili 2012:326)

In my opinion, the main problems that hinder the
development of civil liability insurance are:

° Lack of compulsory insurance, which results
in a markedly minimal market share, and hence no
strong mechanism to shape insurance culture in
society.

Also, in my opinion, it is necessary to have
e.g.
Professional liability of doctors, general civil liability

compulsory insurance in such areas as
of the landlord, civil liability related to the use of land
transport, liability insurance of the employer, liability
insurance related to repair and construction works;
Private liability insurance of private security service,
liability insurance of tour operators, civil liability
insurance of the object with increased technical

danger.
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I think this should be possible because if the
insurance obligation is of a mass nature, then the
insurance rate will not be high either, so at the expense
of a large number of insurers the risks will be more
balanced and the fees will be more.
(high

unemployment) and low incomes

J Social  background level of

For example, if we consider one of the leading types
of liability insurance in the field of liability insurance
- compulsory motor third party liability insurance and
its estimated price, which can be determined by law,
will cause great dissatisfaction with the terms of the
single payment. Studies in this area have shown that
it is acceptable for the society to pay an average of
5-10 GEL per month, while a massive payment of
150-200 GEL will be impossible for a large part of
the population. With this in mind, it is necessary to
introduce an installment payment rule at the initial
stage. Then establish a single payment when the
population is financially ready for it

®  Low risk awareness and lack of insurance
culture

Insurance companies have a lot of work to do
in terms of marketing. It is clear that not only the
awareness of a certain company and insurance product
is a problem, but also the importance and necessity of
insurance itself for an uncertain population. Working
in the field of education is not only the prerogative of
insurance companies, but also should be strengthened
by effective measures of the state.

° Some distrust of insurance companies

The introduction of compulsory insurance would
be of great importance for building public confidence.
It is important to simplify the terms of the contract so
that covered cases are easily understood by consumers.
Also, paid cases should be advertised periodically to
give consumers confidence, not only in advertising
but also in the obvious example of already paid losses.

The compulsory nature of insurance can have

additional effects when a citizen who has come to the
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company to purchase compulsory insurance becomes
acquainted with other conditions of voluntary
insurance. In addition, the costs of the entire
community and universal health care program will be
saved in terms of road and other treatment of victims,
which will be covered by insurance companies.

In my opinion, an important and progressive step
should be the fact that the Government of Georgia is
actively working on the issue of enacting mandatory
MTPL insurance under the Association Agreement
with Europe, which will help capitalize the insurance
build public

confidence, build public confidence and interest. It

market, increase financial flows,
is expected that if this insurance becomes mandatory
again, the insurance market share will increase by
about 122 000 000 million GEL (average guidance
premium 120 GEL per car, total number of actively
registered cars 1 018 487 cars), which will lead to a
jump in the entire sector.

The introduction of compulsory MTPL insurance
will also be of great importance for joining the
EU single insurance market, which will facilitate
Inclusion in the so-called international civil liability
insurance "Green Cards" system.

Another step forward is the fact that from March
1, 2018 it became mandatory to purchase MTPL
insurance for foreign car owners entering Georgia
for the entire period of their stay in Georgia, which
significantly increased the amount of policies and
premiums issued in this type of insurance.

Conclusion

In conclusion, the level and stages of development
of liability insurance correspond to the level of demand
in the market. We can not say that the field of liability
insurance is not developed in Georgia, because for
years the insurance market offers both corporate and
retail insurance customers with different coverage
policies.

Significant attention is paid to liability insurance in

the field of construction, tourism (liability insurance

of tour operators), third party liability insurance in the
field of telecommunications (cyber security), as well
as in addition to retail insurance policies, homeowner
liability insurance is offered.

A separate issue is what stimulates the demand for
liability insurance products in Georgia. Considering
the fact that several types of compulsory insurance
are provided in the Georgian market, we can say
that the demand for these products is conditioned by
this principle of obligation. It is desirable that such
mandatory insurance types as Motor TPL, Mal med
be introduced in Georgia in a timely manner, which
will help protect the public interest and properly

address financial flows.
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WHAT WORLDVIEW FEEDS THE
EXISTENCE OF CRYPTOCURRENCY?

SUMMARY

Cryptocurrency is a virtual digital currency. The
main reason for the popularity of digital currency
is its decentralization and the peculiarities arising
from it. Austrian economist and philosopher
Friedrich August von Hayek In the 1970s, he became
interested in the benefits of money-laundering by
the state and began exploring the possibilities of
alternative currencies. In 1976 he published the
book: Denationalization of Money: An Analysis of
the Theory and Practice of Concurrent Currencies.
According to Hayek, the state monopoly on the
issue of money should be abolished, he writes: The
special right of the country's governments to issue
and regulate money could not help the society to
receive much better money than it would have
without the intervention of governments. It was this
work by Hayek that prepared the ideological basis
for the creation of decentralized digital currency.

The purpose of creating a cryptocurrency is
to get rid of the directives of central banks. If
cryptocurrencies are created by the governments
of countries, the basic idea of creating a virtual
currency that virtual capital in the Internet space
must be beyond the control and regulation of the
government is lost. It is in this fundamental idea
that the best degree of freedom is best seen, the
increased degree of human dependence on free
money, which raises many questions, namely:

» What is the philosophical concept of

creating cryptocurrency?

»  What worldview feeds the existence of
cryptocurrency?

»  Does the existence of cryptocurrency have
an intellectual basis?

»  What is the future of this venture?

»  What principles or obligations should
the government follow when talking about
cryptocurrency?

»  Isthe world preparing for a single currency?

The term decentralized digital currency has
great appeal, the freedom to depend on money
on this scale has long been awaited by mankind,
despite the fact that we have numerous examples
of independent money making in the world. Can
cryptocurrency free us from default? The answer
to this question is heterogeneous. One group of
experts believes that they do not see default in the
crypto world at all, because there will be no need
to attract capital by traditional methods, there will
be no need for long-term commitments, no bonds
will be needed, we will move from the industrial
era to the service era, cryptocurrencies. Wall Street
positioners even call this view futuristic and say that
bonds are a structure of contracts and rules that are
not in the crypto world. In our opinion, this may be
the traditional paradigm of the attitude of the old
representatives of the financial world to the crypto
industry. There have been serious tectonic shifts in
recent geoeconomics, such as Brexit, the struggle
for Catalan independence, the Donald Trump
phenomenon, the Recep Tayyip Erdogan factor,
and so on. All this breaks the old economic models
that we previously thought were unalternative.

In the final part of the research topic, we discuss
the pros and cons of cryptocurrency, namely that
the exchange rate of any cryptocurrency fluctuates

rapidly in a very short period of time, there may
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be a complete depreciation of a particular currency,
nothing can prevent it, Return is virtually
impossible because the transactions are anonymous,
there have been numerous cases of cryptocurrency
exchanges in the world, it is practically impossible
to investigate the fact, due to the anonymity of
these transactions, cryptocurrencies are not secured
by any assets, unlike shares they do not allow
buyers or property. Against this background, it is
interesting to see what place cryptocurrency will
occupy in the new currency system. The fact is that
virtual finance is a new word in online technology
that will change in the future, no matter what the
new model of running the economy.

KEY WORDS: Barter, Coin, banknotes, Electronic
money, Decentralization, Cryptocurrency.
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References:

1. Hayek F., (1944) The Road to Dictatorship
(in Georgian).

URL: https://libra
uploads/2017/03/phridrikh-august-phon-haieki-V-
IIl.pdf (Verified on 15.12.2020)

2. Kakulia M., (2013) What is money? Youth
magazine "My World". # 2. 2013, p. 2-7.

3.  Gvasalia G., (2014) Cryptocurrency and its

.dliauni.edu.ge/wp-content

future in the world economy. "Audit, Accounting,
Finance". # 3 (171).

4. Doborjginidze Z., (2019) When do we treat
money irrationally. TBC Group. URL:https://www.
helloblog.ge/sto
15.12.2020)

tsevitiekonomika (Verified on

80

5. ACT research, 2018. URL :https://act-global.

com/news/2284/ (Verified on 15.12.2020)
6.  Svimonishvili D., (2018) Bitcoin: Be your
own bank - does crypto currency pose a threat to

banks? URL:https://www.marketer.ge/kriptovaluta-
vs-bankebi/ (Verified on 15.12.2020)




95mMbmBoyyfio 3Gmazommo, Ne20, 2020/Economic Profile, N20, 2020

IMPACT OF PUBLIC Pl]{;(‘)]gmUl_}E]glglENT ON STIMULATING
ACTIVITIES AND ECONOMIC DEVELOPMENT

Giorgi Abuselidze,

Doctor of Economics, Associate Professor of Batumi Shota Rustaveli State University, Georgia

Lasha Beridze

Doctor of Business Management, Associate professor, St. Tbel Abuseridze University, Georgia

KEYWORDS: Public Procurement, Electronic Tender, Innovation

J.E.L.: E60, E62, E65, E69

Annotation

Public procurement plays an important role
in shaping GDP and it acts as a catalyst for the
economy and business as a whole. The role of public
procurement is especially growing during crises.
The current situation around the world does not
meet reliable expectations, therefore, in such a case,
the business stops the movement of capital within
the increased risk, both locally and internationally.
At the same time, ensuring the transparency of
public procurement and adapting to international
standards is of particular importance for Georgia on
the path to European integration. The effectiveness
of public procurement is assessed by various factors,
at the present stage, mainly economically efficient
public procurement is distinguished, as well as
procurements focused on innovation and care for

the environment.

Introduction

Historical experience has recognized that during
financial and economic crises, the private sector
loses its incentive due to reduced demand and
falling prices when making a decision to resume
production and / or make an investment decision,

therefore, in such periods it is important to increase

the volume of expenditures from the state and to
stimulate the economy. According to the theory
proposed by J. M. Keynes, one of the methods of the
government policy to overcome the economic crisis
was the increase of the state expenditures because of
the increased capital expenditures. The experience
of the Great Depression in the United States testifies
to this, and in times of financial or economic crisis,
this approach does not lose its relevance today.

A public procurement can have a significant
impact on the stimulation and development of the
economy, its role and importance are generally
recognized. The public procurement represents
an important part of the economy of any country,
regardless of geographic location, political structure,
or level of development of the country. In state
procurement, it is important to reach an agreement
with individuals and legal entities in the process
of delivering goods. In general, the dominance of
private companies is recognized in the process of
delivery of goods. At the same time, in the context
of increased demand for services and goods from
the state, competition and specialization among
suppliers is increasing more and more (Vargo and
Lusch, 2004:1-17).
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Literature review

The public procurement is typical for any
country and this process is regulated by specific
legislation. Procurement is relatively similar, but
procurement organization differs from country to
country (Ahlstrom, 2000; Bonnacorsi et al., 1996;
1996:386—405; Coase, 1937: 386-405).

The public procurement influences standards
and ensures its dissemination in the economy and
society (Blind, 2013: 13/15). The use of public
procurement also stimulates innovation in the
private sector, driven by the “demand” policy of the
state (Uyarra, et al., 2006: 631-645). The impact of
state procurement on innovation growth is gaining
increasing attention. Empirical research suggests
that state procurement may have a greater impact
on innovation than traditional tools such as such as
setting up subsidiaries for research and development
(R&D subsidies) (Rothwell and Zegveld, 1981: 116—
147).

In the context of the global Covid-19 pandemic,
as a result of restrictions on international and
/ or domestic transportation by air, sea, and
land, restrictions on cultural and sports events,

restrictions on socio-economic activities due to the

Great Lockdown, the movement of international
investment flows has decreased, and in many cases
has even been stopped (Abuselidze & Mamaladze,
2020:453-467; Abuselidze & Slobodianyk, 2021:
718-728).

Basic part

At the present stage, the dynamics of remittances
remains a challenge, which has played an important
role in the revenue structure of both Georgia
and other countries. In such conditions, state
procurement acquires a special role and, in our
opinion, should play an important role in stimulating
economic activity and business activity. Of course,
state expenditures cannot be directly equated with
state procurement, because we are dealing with
different volumes and state expenditures themselves
include state procurement.

In the case of Georgia, the share of state
expenditures in total expenditures is 15.6%
(6400.8/41035.2 * 100%), the

share of expenses incurred on individual goods

among them,
and services in state expenditures is 5.9%, and
expenditures incurred on collective services is equal
to 9.7%. Also, state expenditures are 12.8% of GDP
(6400.8/50002.2 * 100%).

Table 1
Gross Domestic Product and the main categories of its use (including the 2nd quarter of 2018-2020)
2018 119° I 19* mio | 119t | 2019 1.20° 11 20°
Gross Domestic Product
GDP at basic prices 38,7785 | 9,114.1 | 10,589.6 | 11,571.2 | 12,044.6 | 43,319.6 | 9,743.8 | 9,981.8
(+) Taxes on products 60312 | 1,135.1 | 1,508.9 | 19282 | 2,343.9 | 69161 | 1,371.6 | 1,312.1
(-) Subsidies on products 210.3 49.3 73.6 52.9 57.7 233.4 51.7 84.0
GDP at market prices 44,599.3 | 10,199.9 | 12,0249 | 13,4465 | 14,330.8 | 50,002.2 | 11,063.8 | 11,210.0
The consumption of Gross Domestic _ _
Product
Costs for final consumption 36,801.3 | 8,834.0 9,573.0 | 10,191.4 | 12,436.9 | 41,035.2 | 10,185.9 | 9,694.7
Households 29,7284 | 7,1439 | 7,7685 | 8351.8 | 10,267.0 | 335312 | 8,387.6 | 7,888.5
OrsHMAKO (Ron-commercial 11823 | 2667 | 2607 | 2380 | 3377 | 11032 | 2734 | 2913
rganizations Serving Households)
Bodies of the public administration 5,890.6 1,423.4 1,543.7 1,601.6 1,832.2 6,400.8 1,524.9 1,514.9
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Individual goods and services 2,212.3 411.6 665.0 664.0 692.8 2,433.3 447.1 723.0
Collective service 3,678.3 1,011.8 878.7 937.6 1,139.4 3,967.5 1,077.8 792.0

(+) Gross capital formation 125426 | 24977 | 32806 | 35549 | 40713 | 134044 | 27330 | 3,1497

(+) Exportofgoodsand services | 22,5489 | 52449 | 66203 | 79793 | 7,155.1 | 269996 | 51633 | 378838
(-) Import of goods and services | 27,2935 | 63767 | 74489 | 82790 | 93325 | 31437.1 | 7,0185 | 54233
© G"’“W”W 445993 | 10,1999 | 12,0249 | 134465 | 143308 | 50,0022 | 11,0638 | 11,2100

Source: National Statistics Office of Georgia, 2020

Every year, public institutions in EU member
states spend 14% of their GDP on public
procurement, which is equal to 1.9 trillion EUR.
The impact of the public procurement can be crucial
for the challenges that many countries face. These
include - economic growth and job creation, fiscal
discipline, modernization of public administration,
fight against corruption, ensuring the involvement
of small and medium-sized enterprises (SMEs),
development of innovations, and care for the
environment.

Peculiarities of the public procurement in the
EU

Competition in public procurement

For the member states of the European Union,

there is a single platform for publishing information

on public procurement ,,Tenders Electronic Daily”
(TED). The amount of bids recorded during the
procurement is also fixed in the mentioned platform.
This indicator can measure the competitiveness of
the public procurement market. Competitiveness
among bidders during the Public Procurement
should be one of the goals to be achieved in the
implementation of Public procurement policy,
which is revealed by the best combination of price
and quality. In EU countries, during the period from
2006 to 2016, the number of procurements recorded
by only one bid by the person participating in the
tender increased from 14% to 29%. This indicates
that competition is relatively limited or that there
are difficulties in accessing procurement markets
(EC Europa).

Diagram 1

Proportion of contracts for which there was a single bid (excel. frameworks) 2006-2016, (European

semester thematic fact sheet, public procurement, 2017:2)

Source: European Commission based on OJ/TED data (Croatia 2013-2016, Romania & Bulgaria 2007-2016)
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The level of cross-border public procurement

According to the rules developed by the EU, it
was expected that participation in cross-border
procurement would increase. There are basically
two forms of cross-border procurement, direct and

indirect. Both direct and indirect participation in

procurement has increased, during 2009-2015, but
it should also be noted that growth is not stable. The
number of direct participants has increased from
2.5% to 3.5% during the mentioned period, while
the number of indirect participants has increased
from 19.9% to 22.6% (EC Europa).

Diagram 2

Proportion of contracts awarded to foreign companies by value (directly and indirictly), 2009-2015,

(European semester thematic fact sheet, public procurement, 2017:3)

40%
35%
30%
5%
20%
15% B direct
10% indirect
| Lotk T
{F,,IIII ATy I x « el
B Db oo AL ADA DD I T . T,
syddd S%§$F°$\§5°L§s¢ 595 g&‘}%ﬁsﬁpé‘? "'@é? S ¢
\\«LIE,. 1:“'.5“‘ o5 v N & "-"-«‘;Hill
Ve UVog et gOoeT FF ¢ ey 4
g &
Demand aggregation entity receive services, goods or construction work

The scale of public procurement is characterized
by significant fragmentation of service providers.
Some EU Member States do not even have complete
information on contractors. In addition, it should be
noted that the effectiveness of public procurement
is mainly determined by the professionalism of

the tenderers, so it is important that the procuring
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as part of the original contractor's performance.
It should also be noted that the participation
of subcontractors in an already held tender or
competition further complicates the issue of liability
and does not determine the best price, which in
many cases should be considered alarming. This is
quite problematic for the EU countries as well (EC

Europa).
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Diagram 3

Proportion of contracts award notices where the contracting authority is purchasing on behalf
of other contracting authorities (either joint purchasing or central purchasing bodies), 2006-2016

(European semester thematic fact sheet, public procurement, 2017:4)
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Source: European Commission base on OJ/TED data (HR 2013-2016, Romania & Bulgaria 2007-2016)

Use of evaluative qualitative indicators

Few EU countries use policy instruments that
focus on environmental / social responsibility and
innovation. Therefore, buying at a low price does
not always mean acceptable quality. The European

Commission encourages member states to introduce

a principle known as “cost-effective tender”. The
application of this principle varies from country to
country. France and Great Britain use MEAT in 90%
of tenders, while Croatia and Lietuva (Republic of
Lithuania) use only in 10%. The EU average is 62%
(EC Europa).

Diagram 4

Use of MEAT criteria for evaluating tenders, 2006-2016, (European semester

thematic fact sheet, public procurement, 2017:7)
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Source: European Commission base on OJ/TED data (Croatia 2013-2016, Romania & Bulgaria 2007-2016)
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The volume of public procurement in relation
to the volume of GDP, as we have already said,
measures the ability of a country, how much a
particular country has the resources to spend and
according to the logical conclusion, the rate of high-
income countries should also be relatively high,
because we understand that developed countries are
trying to spend money as efficiently and rationally

as possible, taking into account quality and price,

but it should also be noted that with the growth and
development of government revenues, the social
and economic goals that must be achieved will also
grow, therefore, a significant effect on the part of
developed countries and responsible governments
is likely to be an increase in public procurement.
Below is a table of the relation of state
procurement to GDP (International Institute for

Sustainable Development, 2015).

Diagram 5

Government procurement as a percentage of GDP for selected OECD Countries, (Silva, Scott, 2014:3)
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It should also be noted that since the state
becomes the largest buyer, it is important that
the degree of participation of economic agents
is maximized, including in terms of the scale of
competition and the activities of economic agents,
in particular, the most important and at the
present stage there is a tendency to involve small
and medium-sized enterprises in the process of
supplying procurement objects, of course, in each

specific case, it is necessary to take into account
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the volume of the procured object of procurement,
therefore, the degree of involvement of small and
medium-sized enterprises can be influenced by
the policy pursued by a particular state, taking
into account the principles and tools (methods) of
public procurement; it should also be noted that
each government establishes the classification of
small and medium-sized enterprises differently,
but the difference in classification mainly depends

on the socio-economic situation of the country



95bmdoyyfio 3Ermazomo, Ne20, 2020/Economic Profile, N20, 2020

and therefore, it is still considered an important

indicator and it is actively taken into account when

characterizing state procurement (International

Institute for Sustainable Development, 2015).

Table 2

Share of SME participation in public procurement by country, (Silva, Scott, 2014:5)

Country Percentage share of SMEs' participation in public procurement
Slovenia 78%
Hungary 68%
Ireland 65%
Italy 50%
Austria 48%
Germany 37%
France 35%
Spain 35%
Chile 50%
Brazil 30%
Mexico <15%

Source: Belauslegui (2011).

Features of public procurement in Georgia
During 2019, the
procurement amounted to 5,332,804,815 GEL,

total volume of state
which is within 11% of the country's gross domestic
product, and makes up 63% of the expenditure
part of the state budget. As stated in the 2019 State

Procurement Report, most of the amount - 82.4%
was spent through open competitive bidding,
and simplified procurement (direct procurement)
accounted to 17.6% respectively. A total of 34,216
tenders were announced in 2019, of which 76%

were for electronic bidding without auction.

Diagram 6

The cost of the total public procurement contract by years (billion GEL)

2011 2012 2013 2014

2015

2016 2017 2018 2019

Source: State Procurement Agency, 2019
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As mentioned above, an important parameter in
EU countries is the direct or indirect participation
of non-residents in the state procurement and
as mentioned, this figure is growing from year to
year, is quite voluminous, and amounts to about
20%. This is also logical because there is a common
standard for state procurement in the EU, as for
Georgia, the volume of contracts concluded with
non-residents is 3% of the total amount of the
contract (132,330,291 GEL), but it should also be
noted that information on indirect participation of
non-residents cannot be found in the report.

For the organization of state procurement,

procurement planning (logistics) and execution
are critical. For the supply chain of goods and
services for the procurement process, the most
important role is played by the implementation of
the procurement within the framework of a pre-
developed plan and obtaining a positive result,
which in itself implies control. Georgia's practice
in this regard is unfavorable since out of 32,571
tenders that received final status, 7% (2294) ended
with a negative result, 19% (6181) did not take
place, and 3% (1064) terminated. This, of course,
should be considered alarming, since the total share
of failed or unfulfilled tenders is 31%.

Diagram 7

Status awarded on tenders in 2019

m A total of 32,571 tenders were awarded final status

6181,19 »

23032,71

Source: State Procurement Agency, 2019

It should also be noted that the average number
of bidders in Georgia is small and varies depending
on the object to be purchased. For example, the

number of participants in tenders for the purchase
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B Contract Awarded
M Finished with a negative result
Did not take place

Terminated

of goods was 1,93, in the case of construction works
—2,61, and in the case of services — 1,76, the average
for all procurement items is 2,05, the theoretically
acceptable figure is the number of candidates from
5 to 7 (Kikvadze...,2017:59).

As for the number of bids, we cannot find such
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a statistic in the state procurement report, which,
as mentioned above, directly measures competition
and is an effective indicator of determining price
adequacy. Georgia also has various procurement
procedures that are related to the characteristics and
organization of the purchased object, so it is logical
that in Georgia, we will have different procurement
procedures, and most of them fall on electronic
bidding without an auction - 26,085. In this article,
we do not discuss directly the types of procurement

procedures, but note that electronic tender without

auctionisakind of tender that works on the principle
of a "sealed envelope". All procedures are the same
as in the case of an electronic reverse auction,
however, instead of three additional rounds, the
application is submitted only once. Except for the
Best Bid, all bids remain sealed (unavailable to the
procuring entity) until the tender will be given the
final status (with the exception of the status — “Bid
Canceled”). It should also be noted that this type
of tender establishes a high degree of transparency

and increases competition as well.

Diagram 8

Quantities of e-procurement procedures announced in 2019

Source: State Procurement Agency, 2019

It should also be noted that, despite the fact
that in Georgia legislation and public procurement
procedures are often improved, the implementation
of international approaches and standards is still
quite complicated. The procurement agency
regularly publishes and calculates indicators related
to the savings obtained through state procurement,

but the standard that is used in the EU or in

Total 34,216
= Electronic tender - SPA (6,439)
= Consolidated tender - CON (770)

Electronic procurement procedure
- GEO (654)

Electronic procurement procedure
with donor funds - DEP (108)

= contest - CNT (133)

developed countries, such as MEAT, is not used in
Georgia; We also do not have the involvement of
innovation promotion programs in how it should be
managed or by what criteria should the purchaser

measured it.

Conclusions and Recommendations
The public sector is the largest buyer in the
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national market of any country, and therefore,
at the present stage, e-procurement is becoming
increasingly  important. State  procurement
is always subject to the application of best
practices as it relates to the spending of public
finances. Therefore, openness and control of state
procurement should act as a guarantee of achieving
efficiency in any country. For the implementation
of public procurement, it is important to develop
effective procurement strategies that are subject to
control that will serve the purpose of the process.
In determining the cost of state procurement and
defining management tools, it is important to
implement “optimal” centralized and decentralized
procurement procedures.

We believe that the challenge for Georgia is to
create a system that maximizes funding for start-
ups and innovative enterprises.

Despite the fact that in the recommendations
about the supply to the market, the state
procurement agency notes and encourages buyers
to involve small and medium-sized entrepreneurs in
the process; unfortunately, it remains problematic to
this day - their involvement in public procurement
is very limited or non-existent. Therefore, it would
be good to include this indicator in the agency's
annual report - participation of small and medium-
sized enterprises in joint tenders.

Small and medium businesses are the most
important driving force behind the country's
economy (Abuselidze & Katamadze,2017;2018). Itis
desirable that spending agencies at all levels provide
incentives for start-up representatives (Abuselidze,
2013). Naturally, persons with such a legal status
have less experience and financial capabilities,
and procuring organizations attach importance to
experienced bidders, Bidding documents are also

quite complicated and start-up businesses avoid
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incurring extra costs, but they need to start with
small projects and events, work as subcontractors
and will definitely gain the appropriate experience.

At the same time, start-ups are taking the first
steps thoughtfully. They ensure that the terms of
Agreements of contractors are met with the lowest
possible profit and take into account the needs of
the customer. Taking into account these factors
is a good condition for budget organizations to

implement rational spending.
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Annotation

Regional economic cooperation is of great
importance. For these countries, rapid economic
development is a major concern on the path to
EU integration. Economic development without
cooperation is unthinkable. There are many issues
in such areas as trade, energy security, transport
issues and other. Because the economies of countries
are fragmented regional cooperation is necessary to
eliminate these problems.

We have to define the strategy of European
Union with Serbia and Croatia. For the EU, regional
cooperation with the Western Balkans, including
Serbia and Croatia, as well as its deepening,
especially between the countries of the Western
Balkans, is a top priority, since such cooperation
is a key factor in political stability, economic
development and security.

In our opinion economical indicators give us
some idea of the development dynamics of these
two countries. Despite cultural, political and
historical differences, Serbia will also be able to
take an interest in deepening economic, cultural
and political co-operation with the EU, including

Croatia
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Introduction

Regional economic cooperation is of great
importance. For these countries, rapid economic
development is a major concern on the path to
EU integration. Economic development without
cooperation is unthinkable. There are many issues
in such areas as trade, energy security, transport
issues and other. Because the economies of countries
are fragmented regional cooperation is necessary to
eliminate these problems.

We have to define the strategy of European
Union with Serbia and Croatia. For the EU, regional
cooperation with the Western Balkans, including
Serbia and Croatia, as well as its deepening,
especially between the countries of the Western
Balkans, is a top priority, since such cooperation
is a key factor in political stability, economic
development and security.

In our opinion, economical indicators give us
some idea of the development dynamics of these
two countries. Despite cultural, political and
historical differences, Serbia will also be able to
take an interest in deepening economic, cultural
and political co-operation with the EU, including

Croatia.
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Political and economic consequences of Croatia's
EU integration

1.1. EU strategy towards Serbia and Croatia

We have to define the strategy of European
Union with Serbia and Croatia. For the EU, regional
cooperation with the Western Balkans, including
Serbia and Croatia, as well as its deepening,
especially between the countries of the Western
Balkans, is a top priority, since such cooperation
is a key factor in political stability, economic
development and security.

The countries of the Western Balkans region
are: Bosnia and Herzegovina, Albania, Croatia,
Macedonia, Serbia and Montenegro, as well as
Kosovo under the auspices of the UN, in accordance
with UN Security Council Resolution 1244. It is clear
to the EU and its member states that the stability of
the Western Balkans is important not only for the
countries in the region, but also for neighboring
countries. (UN Security Council Resolution 1244)

Regional cooperation has significant political,
The

political significance lies in the fact that regional

economic and security implications.
cooperation is crucial for the stability of the region,
this cooperation is a catalyst for reconciliation
and the establishment of good political relations.
Such cooperation helps to overcome nationalism,
develops common views and promotes political
dialogue between countries.

Regional economic cooperation is of great
importance. For these countries, rapid economic
development is a major concern on the path to
EU integration. Economic development without
cooperation is unthinkable. There are many issues
in such areas as trade, energy security, transport
issues and other. Because the economies of countries
are fragmented regional cooperation is necessary to
eliminate these problems.

Security is another important aspect of regional

cooperation. Countries need more coordination to
deal with organized crime, illegal border crossings
and other such problems, which the EU is trying
to ensure in the format of regional cooperation.
The EU has provided a number of assistance to
these countries. For example, in 2005-2016, the
EU assisted these states in issues such as building
independent institutions, the judiciary, cooperating
with each other, developing the private sector and
infrastructure. (EU, 2016).

Much of the assistance is still ongoing to enable
these countries to meet the criteria necessary for EU
membership (Communities, 2005). It is interesting
what "stage" of integration these states are in.
Candidate countries are: Albania, Montenegro,
Serbia, while Bosnia and Herzegovina, and Kosovo
are potential candidates. As for Croatia, it became
a member of the European Union on July 1, 2013.
(EU, 2016).

1.2. Impact of Croatia's EU integration on the
region

The unification of Croatia with the EU has
not been met with great joy by all, especially its
neighboring non-member states. When Croatia
was preparing for EU membership, there were
conflicting views on how this process would affect
its regional neighbors. As we know, the European
Union has been awarded the Nobel Peace Prize. This
included the policy pursued by the European Union
in the Balkan region. The role of the European
Union in establishing stability and reconciliation
was great. Eurosceptics, meanwhile, said the EU
was not in the best shape and that there were
many problems within the EU itself. Criticism also
touched on the EU strategy in the Balkan region.
(Bideleux & Jeffries, 2007).

The leader of one of the UK's political parties
noted that instead of peace and harmony, the EU
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would lead to riots and violence in the Balkans.
It should also be noted that the EU had major
economic problems in 2012-2013, when Croatia's
integration process was quite active, which was
mainly the object of criticism. (Maurice, 2016,)

Although there were positive messages to the
Western Balkans, the prospect of EU integration
was still unclear. For example, Angela Merkel said
that she agreed with Croatia's integration into the
European Union, but in no way would she agree to
the accession of other states, including the states of
the Balkan region. (Maurice, 2016 ).

Croatia stood out from all the Western Balkan
countries in terms of its own economic indicators.
A precondition for Croatia’s membership in the
EU was the transfer of the accused generals to the
Hague tribunal. It was the generals who took part
in the conflicts, and who committed a number of
crimes against humanity. The same precondition
was set for Serbia. Public attitudes towards the
EU in the Western Balkans fluctuated. In addition
to the benefits received from the EU, there was a
danger that the economic situation of neighboring
countries would deteriorate with Croatia's accession
to the EU. This would even lead to a deterioration
of political and trade relations. (Bideleux & Jeffries,
2007)

Croatia's accession to the European Union has
had the greatest impact on Bosnia-Herzegovina's
economy. The exports of this country, especially
the export of agricultural products, were largely
dependent on the Croatian market. With Croatia's
the

Herzegovina would no longer be able to export its

accession to European Union, Bosnia-
products to Croatia in the same quantities as before.
(Zaba, 2016)

The ethnic diversity of Bosnia and Herzegovina

is also a problem. 48% of the population of this
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country are Muslim (so-called Bosniak), 37% are
Serb and 14% are Croat. Due to frequent conflicts
in the Balkans, wars and borders, many people
had dual citizenship. This creates the problem that
Bosnian Croats would use the privileges granted to
them as citizens of Croatia as an EU Member State
and take advantage of the EU market, which other
citizens in Bosnia could not afford. (Zaba, 2016)

1.3. Consequences of Croatia's EU integration

Croatia's accession to the EU was not supported
by neighboring countries because it would have to
cancel a multilateral free trade agreement in line
with EU requirements. At the regional level, trade
with all non-member states would be independent
of the trade agreements between these countries
and the European Union. Brussels thought that this
would give all candidate countries the impetus to
carry out reforms faster, which would eventually
lead them to EU membership. (Neag).Compare the
macroeconomic indicators of Croatia and Serbia
in 2013, when Croatia joined the EU, and in 2017.
Determining the level of well-being of maids in
both countries and the dynamics of this wearer
will give us some idea of the perspective of their
relationship.

Compare the macroeconomic indicators of
Croatia and Serbia in 2013, when Croatia joined
the EU, and in 2019. Determining the level of well-
being of the population in both countries and the
dynamics of this indicator will give us some idea of
the perspective of their relationship.

Croatia had a high-income economy. In 2013,
data from the International Monetary Fund and
Eurostat showed that Croatia's nominal GDP was $
63,842 billion, or $ 14,457 per capita. It was equal to
$ 18,191. According to Eurostat, in 2012, Croatia's
PPP GDP was equal to 61% of the EU average.

After joining the EU in 2019, or six years, GDP
at purchasing power parity totaled $ 100,006 billion
and $ 24,053 per capita. That is an increase of $
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36,164 or 36 percent, which is a very impressive
growth rate. The Gini coefficient, or the difference
between rich and poor, is 30.6, which is considered
average, while the human development index is
0.826. It is very high and according to him Croatia
ranks 45th in the world (Eurostat, 2020)

Now let's see what the picture of the Serbian data
gives us in terms of similar indicators. In 2011, PPP
gross domestic product totaled $ 28.370 billion, or $
3,200 per capita. This is already 15 thousand dollars
less than the data of Croatia in 2011.

In 2019, GDP was a total of $ 107,131 billion, and
$ 15,321 per capita. Growth rates in this country
are also very high, but in terms of GDP per capita,
Serbia lags behind Croatia by almost 10 thousand
dollars. The Gini coefficient is high at 38 percent.

That is, the difference between rich and poor
in Serbia is much higher. The human development
index in Serbia as of 2019 is 0.776. The same figure
in Croatia is 0.826, or 52 points higher. (Eurostat,
2020)

We think these indicators give us some idea of
the development dynamics of these two countries.
Despite cultural, political and historical differences,
Serbia will also be able to take an interest in
deepening economic, cultural and political co-
operation with the EU, including Croatia.

As for EE-Fastern Europe, it is true that the South
Caucasus was not even considered a part of it at
that time, but in the political agenda the countries
of this subregion still appeared together with other
countries of Eastern Europe (Gogolashvili, 2018)
Later, the Council of Europe (1999) and later, in
2014, the record in the "Association Agreement
with Georgia" that it is an "Eastern European state"
has virtually minimized doubts about whether
Georgia has the right to apply for EU membership
under Article 49 of the Treaty establishing the

European Union. (European Community, 2020)

Conclusion

Croatia's accession to the EU was not supported
by neighboring countries because it would have to
cancel a multilateral free trade agreement in line
with EU requirements. At the regional level, trade
with all non-member states would be independent
of the trade agreements between these countries
and the European Union. Brussels thought that this
would give all candidate countries the impetus to
carry out reforms faster, which would eventually
lead them to EU membership. (Neag balkanalysis,
2020). Compare the macroeconomic indicators of
Croatia and Serbia in 2013, when Croatia joined
the EU, and in 2017. Determining the level of well-
being of maids in both countries and the dynamics of
this wearer will give us some idea of the perspective
of their relationship.

We think these indicators give us some idea of
the development dynamics of these two countries.
Despite cultural, political and historical differences,
Serbia will also be able to take an interest in
deepening economic, cultural and political co-

operation with the EU, including Croatia.
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B59gmE@bgmdgdol  LgdBmeo.  JobsdgumEmbgm-
05 LOYBMYPSMYOOL JoMOMHEO FgMByMdMOZ0
Logmazzo3bmgz®mgdm MxMgo — 5sd0sbms ge-
0MBE0MOSS, MMIJ0E 99399Yd5MGds 9O
LogbmzMadgE 9OMNIMYWDY 9MOMdO30 3FbM3-
4900L LogOHmm gbgdl o gOHMT69gMb 353~
FoMmgdos Loghmem doxg@om (dobo bsfo-
Wom), 650gL5M0 56/ 5MBsMgLIMGO MBO-
9M0MOJB0M,56 MM039000 9O (RgEsdzowo,
dmbos, Jobdwsdy, 2013:91).

40bs9g®bgmdol Lyd@meo  gMbdisog-
300 5 J(39300 83390000 2ob6Lbb3o3wYds Lbgs
5656MB9gb0 L@ MMgdoLssh. JobsdgmEMbgmdgdo
56056 IPoMIMgdEgdo3 s dMIHIsMmYOIdOG.
0939, MAgBgb  d9dmbggzedo, domo  Fo@dmyg-
dol FoldBHodgd0 d306M9s s IMO393L  SOBYOdM-
doLOM30L 59(30egdY 5JG03MdYOL. Fobsdgr®-
Bgm0dgd0 5939 RO 5M0E IYZMM39gO0L
36m39Lbdo. olobo M53056m0 {f9361900L MK obvy-
60 3aMdsMmgmdol Jobgz0m 0ymBosd 3g®dm
@5 3me9dGo® d06599m@bgmdgds. 39Mdm
0m3eg0s bympsbm Jobsdgm®bgmds, MmIgaros
9903905 ©59M)300090s© I3bmzmgdo ghHmo
30600L590 96 30MMS X FMBOLOYD. bmewem Jm-
©9dGHo6 806599m0bgmdgdL 999696 306g-
%0, MMIWgdo3 Mdozs  3bmgmMmdgb olgm
509190909330, MHMYMOOESS B30 d303mo
Lobero, MdME s ddMdEGdOL BBl MdIL
9390 3539300 B3Mes 0bEgMbsEHd0, dm-
b9390@ms s 0b635oms Lobegdo, JeOm-
6039Mwms 53500 ms 1155350 TYMBMYdO,

o5
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90000 LY Gd9d0  (BMbslEgmo),
0530599983900l 5©339000L SYOWGOO, JMEPM-
60900, goBbo®mdgoo s bbgs, 9. 0. 3megdEorE®
306599996069mdq0L
B0l 9OHmo I3bMm3Mgd0 X ANRIO0, IGO0

90932936905 dImbsbergm-

B39M@9g0603, 25900056900 501056 LogH ™
d0Bbgd0m (MgBOM LHimGsw Jobybgdom), 9d390-
0905693056 LogMom Fgbgdl s 0339990056 gM-
0MdE035Q (oM 08 HgbYdYgdsdo Imdvy-
3539 9mbsdbabmg 30609d0Ls).
906599OBgMdgd0l B350 i39MM3690s -
9300093905 §3994bob LoBMYPSOMIOM03, 3wn-
OO, GILoFOYO, oGO, IGO0~
M, oLGHMOOME M30B90Mg0gdbY.  Fobsdy-
MEOBYMdS bdoMs gdmbgags  mxosbl. I3,
90b599®bgmdol §9360900 dgodwgds 56 0y3b9b
xobob §9360900. LoJoOMN39wmTo 53559500 1 109
130 396dm J0bsdgm@Mbgmdss. 9gMmfgzcosbo do-
6599mMbgmdgdol Mogbzo 193 874 gMmogmeos
5
17.5 36m39b@L 99096l (smfigmol 999900,
2018:9) 2002 ol bogmzgumsmm s0fgMol dm-

90b6599®BgmdoL Loghmm  Momgbmdol

6539990096 895Mgd0m 396Mdm dobsdgumEbgm-
09%0l  Goibgo 134 028 gmogwom, bomgom do-
65997HbgmdoL Lydmocm Bmds 3.5 -ob 3.2 3o-
39909 560b J90;306904)00.

d0b6539®BgMdOL, MmamM3 mIbodzbgarmags-
Bal 06GH0EME0MM0 LgdBH™mOOL 331935l Sbm®-
30990l BEsGHOLEHO30L 9HM3bwo Lsdlabm@o.
59 33009300 JogdYeno dobogrs §3ggbol dmbiob-
©9MdoL LMW YM-93mbMT03MHO IEYMIMY-
mdob  dglfogerol dbodzbgarmgobglo Fystms.
090 1393055 MMY60DYdMo dgdBgz0-
00 LEAHGHOLEHIMNMO 53306039055, BMIgEol
9mbs39090Bg  IYMHEbMdOm 2960l BLIMYdS
Logmberols s mALEbMgdol Lodmdbdsmgderm
39500l BLOEWOEY S FMBsbEgMdO Moyo Lemzo-
50 5bOL0SMYOEGOO.

100

906599mE@BgMmdg00L 398m33wg30L 3OHMgdEo
LodoMmmM39w Ml bEBSGHOLEGHO0ZOL Y30 E>TgbEHT0
09099953005 @5 0bgMs 1995-1997 fargddo. sa
36MMmgdBHob 4obbmemE0gwgds dglodegdgaro aob-
@5 MBEom d5630L LsobLEGHOGHMEOM 80969d-
@mdol  3090EHO0L LIS gdom s Jobswol
LEHOGHOLEGH0ZNO  LEALILMOMSD  MSBSTIOMI M-

dOm. 153930M39WOPO EB5330039dWs© F9M-
Bgmaw 0dbs 3351 F0bsdgmEbgmds, beenem 2008

fwowsb  Bmbe ,0msbfjergnwol  5dmfjggzs
bodoMm39wml” 530bsblmGo FbsMrsFg®oo -
00 MHob30 2omMTss s dospfos 7000-0gy
906539OBgmdsL  (LEGHOGHOLEIMMO  3MJdIMO,
2008:6). d500Bg ©53306039000 F000JOMWO 306~
39000 0683mMAs300 39935300905 JE0sbs
939460L, 5309m39 Jowsdobs s Lmgwobl, Ldg-
bMdM03-5L530M030 s Bb3S XMRIOOL do-
bggom, dom MmOl FoMdmgdmeo (Tsbogrols
538539000 JoEgdyeo) 6086gd0L Jobgwgom,
OHMAMO03EsS  990mbogagdo, boMxgdo, mxsbol
OO}, ¥53d3900L MoEb30 MY SHAO s 5. 3.
906539ObgMmd9dbg 3306039300 dJowy-
000 BobOEgdOL IR JMBJOI0M Joowgds I60T-
369wm3560  LemEosWE-IIMYMIROMEO  ©S
9306m303mM0 bsliosmol 3sb39690wqd0, Hmym-
0359 ©YIMYMOx300)o 539690 gd0; dobs-
39990b69md0L LogbMzMOLOL EIbILOSMYDS, Tobo-
99990690500 LolMGBEM-L53gMObYM 5gdGH03Md,
dmbobagmdol 93mbmdozmemo LEs@GHwLbol gg3o-
193900, BEJdgdOlL LEHMMIEGHGS, bawgzsligdo,
$0obos Fgambiogegdo alivddgdosb, d9dmleg-
900, botxgdo, d909mbogergdols s boMxgdol
396500905, Lows®modol dsB3969dgdo s 5. @.
LESGHOLEIMMO 3Ogdmero, 2005 :13)
30659999M69mdq00L  450m 33935 0dg3s
960836900Mm356  LBEBHGHOLEHOIMNG  0bFMOT>30L
©5L9dd9gd0b, LemgErol IgMMbgmdol, Imboberg-
Md0oL  J9ambogoe-4oleggdol s IJNE0sbs©
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3b™3Md0L  mbol dglobgd. gl godm3zwg3s
23°9293L bYT B EIGIWNd® Fg30Lfo3-
M0 dbobgmdOL GBSO O SMISGLISEO
399mbo3gd0, 2935965¢0BMm dobo ©0bsdogs
@5 BAHOMIAHMOS FyoOHmgdols dobgz00m, sb-
3L5B3OMm  JMBsbergmdol Y039 MdOMO
MBoM056MdS, ©93500P0bMm®» LoWsMOdOL MY,

LoE®dg s Lod)3539. 91939 IBIWMSS Jd-
$9600 bty 900l Im32Iemds s LGOI Os.

d0b539OBgMd9d0L 33093500 FEso 9g-
9dmboggd0 dmoEegl d99mbogegdl ©odo®sgg-

0o d6MmI0Ib, ®30005L5ddgd0©s6, Lmg-
ol 39979MHbgmdol 36MM©I300L 2540300,
Jmbgdol godo®53900056, 9650MH0I6 (3O E96-
&0), 396L0gd0Lb, 1EBH03960Yd0IB, obTsMY-
3900096, “3bmgm0E6 domgdmwo dbsgbowryg-
00056 s LEBMMs© F0GIYWO BMOEI6.

gbc®oo 1
90b6599®B9gMd9d0L G9dmbogergdo 2012-2019 Hergddo

95h39b90w9d0 2012 2016 2017 2018 2019
dbobErgmdol Lodrswmmzo®o F9dmbsgergdo, dogombo 8307 | 1126.8 | 1181.9 1187.2 12513
@560 . . . .
bo’(ﬂgo@m 30600 999mbogergdo gMo dobsdgmembgmdsby, 7031 | 1062.6 | 11107 | 11235 | 1175.3
wsM0
L5395 ™ M3049M0 F9dmbogErgdo gMom Lyyaby, wsto 2222 | 302.2 317.2 318.3 336.1

09o60: LoduBodo, https://www.geostat.ge/ka/modules/categories/50/shinameurneobebis-shemosavlebi

MB0305wIMH0 BEsEGHLE030L dobgzom do-
65997MHbgmdgdol Jog  ©Y3IMOMmYOMEo Tg-
dmbo3wgd0 IHBsMo E0bsdozom bsoliosmgds.
2019 Harobomgzol ghomo dobsdgm@mbgmdol lodvwy-
5EMmmM309)MH3s 999mbogoeds 1175.3 oMo dgoq-
3065, ®53 2012 Ferol sbsecrmyome dsB396909el
382,2 wsto00 56 48%-00 509ds@gds. beagom
bodmoermmzowemo  dgdmbogocro gMom  Lryanbyg
222.2 @w56H0©ib 49BM©oos 336.1 s659y.
d99mboggdol BEGHOWJGHMEOdo  33Ws3 FoMoeo
b390M0m0 {oom bsbosmgds ©ooMs390v-
o IMH™I0sb Jorgdmwo Jgdmbogegdo. o0
13965L 3690l bgg®omo fowo gMwow dg-
dmbogEgdls s GHMIbLggMEgddo 48.7%, begom
do0sb  99dmbogargddo 45.5%-0s5. 36033bgcm-
395605, ®md  2012-2019 Losbsgrobm 3gMomepdo
57065390990 IOMIosb Jowgdmeo Jgdm-

153900 MOMJIOL  FoMEmToROE0s.  ToaMoa
obog b 0009358, HMAI WSMOL JoBsLMMgOOL
Bmbbg AomMIsygdeo bgwggsbol  dbyozg-
WMd0MO bs6MH056MdS 03B B0, Brnd
906599®bgMd9d0 gL 253009000 653090
L53MIbIsMYOM Logmbgels s FmBLobmEgdsls
dmobds9b, 300069 2012 Fawb. LogmEs®YdMs
oL, MM obBOHOE0s 3bMmgmN0IL Jogd«y-
@0 3H5360g00, M3 31g3g WSMOL Qomgeliyeg-
d5Bg s M9 J0M 0o 3MM3EgLYdOL BeMoL
9539690905, o3 d99bgds Jmbgdol dsgogo-
@56 Jogde Jqdmbogegdl 3,7-x9g6M sGol 990-
30690, M3 005y 9939390 gdL, ™I dm-
Lobergmdsd LowbFoMmobs s  MmdmdgzEmdol
3930 53O FoOlardo ogyMmzowo Jmby-

101
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B0b 294035 QO SVIMOBIMHO MBS 2oL5Y40O (0b. 3bMowo 2)

3b®oo 2

9H»0 J0bs3gm@bgmdol LodrsMmmM30MO F9gImMLogErgool bGGMydEMs

2012 2016 2019
1. 898mbsgangdo, by (2+3) 679.0 944.1 1,063.2
2. gm0 998mLsgergdo s GMbLEgMEJd0 600.0 871.1 992.9
570653900 IO MB0sb 266.5 423.8 483.7
M300L5J90005b 72.2 86.7 113.2
bemgaol dgm®mbgmdol 36:MmI300lL 3ogo3z0sb 40.5 63.0 60.3
Jb9g00@sb (godo®s3900056, 30M395E0 565dM06) 49 12.1 12.3
396Logdo, bLEHo39b0gdO, bTMHJdJdO 93.6 153.9 189.1
M3b™9000sb Jowgdo gHsgbowgdo 28.9 29.4 46.9
beBOo doegdgwo gywo 93.4 102.1 87.3
3. 56580 Gg90mbsgzegdo 79.0 73.0 70.3
4. 5bgs B0 LublMgdo 114.1 118.5 112.1
Jmbgdol 30403z 20.0 85 73
3ol Lgbbgds b sBsBMAOL gsdmygbgds 942 110.0 104.7
5. gm0 LsbbMgdo, bryen (2+4) 714.2 989.6 1,105.0
6. BYWIRO Q3 SPBYWIRO bbLMIBO, by (3+5) 793.1 1,062.6 1,175.3

0go6e: LoduGo®o, https://www.geostat.ge/ka/modules/categories/50/shinameurneobebis-shemosavlebi

d0b53gm®BgmMd9dOL,
dmIbdoMmgdgdol, dogh  2ofgMeo  bobxgdol
d3MMds 306003060 S0Lobgds dd3-0L LG d-
GMM5do. 333-0b LBEHOWIGHMBS  BsbaMRGOOL
dmbegdol dobggzom 2016-2019 Hewgddo fod-
dmpqbowos 99-3 gb®owdo. MmamGdE 3bGOO-

OmameE  JoMHOMSO

@0sb BsbL, d33-0L 39OGS 0(33E S
Lodmermm  dmbdoMgdsDg 29fgmwo  boGxgdol

102

dmEgmmds. 2016-2019 {ergddo  s0bodbmewo
956396900 30 487.2 9ewb. 606 goBstrs
41035.2 9¢0b 5658007, DML 393305 99o0-
Bo 134,6 %. bmeom d0bsdgm@bgmdgdol  bot-
X900  Lodmemm Imbdocmgdsbyg 23 925,4 db.
WsM0L Qo0BoGms 33 531,2 dewb. ocsdy
@5 9BLMEMEMMIS To3gdsd dgoaobs 9 605.8
9b. wsMo.
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gbcoo 3
dd3 -ob LEAOYGHWOS IBsbIGYXJOOL FMbErgdol dobgwzom
2016-2019 §§.
2016 2017 2018 2019
d030bsMy goligddo, dgmb. msto
3000560 dos 3o (BsBsMKRId0L Igmmoo) 35886.0 | 40761.7 | 44599.3 | 50002.2
b56%g00 LBsdmmemm 3mbIoMgdsbg by 30487.2 | 341154 | 36801.3 | 41 035.2
0507 dmE0U :
90b6599m@BgMdgdoL batrxgd0 LodmEmm InbdsMgdsby 239254 | 27213.8 | 297284 | 33531.2
9953900 boMrxgdo LsdmEmm dmbdsmgdsbHy 1075.9 1254.8 11823 1103.2
Lobgdfogm 3smm30l MmEmgebmgdol botxgdo bsd. dmb. 5485.9 5646.8 5890.6 6 400.8
0000560 3530@50b BMOTOOYdS 108053 | 111239 | 125426 | 13404.4
Logmberobs s 3mdbsbwydgdol gJudmeEo 146209 | 18965.4 | 22548.9 | 26 999.6
(-)bogdmberobs s dmALabvMmgdol 0d3MmGOEHO 20077.5 | 23443.0 | 272935 | 31437.1
3009006569 Bsbgddo, 3GHm3Egbdgddo

3000560 30 3HMEMIEO (EI6BsMRIOOL Igommoo) 100 100 100 100
bsGxg00 Lodmenemem dmbIoMmgdsby 85.1 83.7 825 817
050> G0 :
90b6599m@BgMdgdoL batrxgd0 LodmeEmm ImnbdsMgdsby 66.8 66.8 66.7 67.1
9953m900L bt gdo LsdmErmm dmbdscmgdaby 3.0 3.1 27 2.7
Lobgdfogm doOmmzol MmMAsBMmgdol botxgdo Lod dmb. 15.3 13.9 13.2 15.6
0000560 3030How0L BMOHI0GYDS 30.2 27.3 28.1 26.8
Lodmbarols s dmdbsbm@madol gJudmeEo 40.8 46.5 50.6 53.9
() bogmberols s BMALEHBOYdOL CIZMGOEHO 56.0 57.5 61.2 62.9

0956 m: LogdbBo@o, https://www.geostat.ge/media/28915/Yearbook 2019.pdf, a3. 124-125

5bsboGRgd0L  IMbergdol dobgwzom ot~
dmygboo 3d3-ob LEGHMIBHO0L boomeo
033900905, Gd d065997)Hbgmd900L Joge Lodm-
wmem Imbds®mgdsbyg gofigmaro botxgdol fowo
©™3d0bsbEHM@os s 2019 ferol dd3-ob 67.1%-b
99500996L (3930090000 Fosero 0gm gl bobxo
2015 Hgel o5 8950099605 - 74 % - ), Ggbodo-
9oL, BsdMAbBAsMYdM bsIX OO 53 35BH9yM-
0L 20EILO o3wgbs 593L  J39ybol 333-by.
9360™353d0MLs ©s 93MMmBMbsdo gl dohgz9b9gd9-
@0 55-57%-0b gotgddos, gamoml 4399bgddo

60-61 %, bmwm bmBEwom dobd@sdom 59%-0s.
(80bM®58300, 2018:124).

31939 LsobEHgMgLms JobsdgmE@bgmdol Lo-
dmIbTomgdem bodxgdol LEMmWJGHwWGms s ©O-
659035. ©BsboGxgd0L LBHOIEIMH0E6 BB,
G0 bsbsmxgdol 96093690 mgzs60 Boffoero
4m39000)M0  BodmdbdsMgderm  bogmbgwols
@5 dmdLobmEgdols 99dgbsls bdserqgds.
WMmmM300100 bodMxgdol obsdozs gMmo dobs-

L5~

d99Obgmdol dobggom (omdmaygbowros 09-4
gb®odo.
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gbodoo 4
LodwoEm 3009M0 botxgdol LOEMIEHVIOS s b3 ghmo
d0b53gmE@bgmdol Jobggom (wsto) 2012- 2019 Fargddo
2012 | 2016 | 2017 2018 | 2019
1. L53mMIbAsOYdEM botrxgdo -lwye 602.8 | 742.0 | 807.8 | 808.7 | 8515
2. 159mIbIASMHYIEM FYEoo boMxgdo - Ly 512.1 | 657.9 737.2 7365 | 781.2
LOLINDBY, LELIYEBY, MTVBsJb BBy 1948 | 2359 | 2635 |275.6 |295.4
GobLoEIgLS s BgbLsgdgewby 188 | 26.8 335 324 32.6
Loex sbem 3mbdscgdol badmbyaby 20.3 | 28.0 31.9 30.0 28.0
X969M0gMdol o335y 58.8 | 949 99.3 91.7 92.3
LomdMBLS s JegdBHOMbyMyosby 65.7 | 81.7 95.6 95.8 100.6
GHOBL3MOEDBY 524 | 687 81.3 78.8 93.8
29b650@gdsHYg 219 | 227 25.0 252 21.6
Lb3gs LodMabIsYPdM boGx OO 794 | 99.2 107.2 106.8 | 116.9
3. 5MOBMOEO bdMRId0 90.8 | 84.0 70.6 72.2 70.3
4. 5®3L53mIbIsOBdE Gryeoo bobxgdo bmew | 163.2 | 284.4 | 285.2 2933 | 2945
LobMGBM-BsdgOHbgm borxgdo 16.2 | 28.8 20.3 22.3 234
GOBLRIOEHIOBY 23.0 | 40.0 40.5 33.9 35.2
BMY35Dg 96 2oLiglibgdsByY 96.9 | 183.2 192.7 202.5 | 205.4
Jmbgdol 89dgbsby 274 | 325 31.8 34.7 30.6
5. gmws©o bshxgdo- vyen 675.3 | 942.3 10224 | 1029.8 | 1075.7
6. bsbxgdo by 766.1 | 1026.3 | 1093.0 | 1102.0 | 1 146.1

G906 LoduEo@o, https://www.geostat.ge/ka/modules/categories/51/shinameurneobebis-kharjebi

OMamO3  bO00Lb BB, Bodwswmo go-
00 90653999059mdol Logmom bstrxo 2019 {gerls
2012 §germsb dgos®mgdom 248.7 sGom sGol

104

391MHOE0, bonem  bsdmIbTsMmYIOM BYSEO
bosbrxo - 269.1 omom. Lrmelombg, Lobdgarbg
@5 05305dmUb bsfoedbg dmol  J0bsdgm@bgm-
o0l gMoEo botxol 37,8 %.
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3b®owo 5
LodwsEm 300100 botxgdo gMm by
2012-2019 §engddo (sto)
2012 2016 2017 2018 2019
1. L50m3b3stgdenm batxgdo -bwyen 167.0 2155 | 2307 | 229.1 2435
2. 159 dbTsMmgdm BmEns©0o bsdxgdo - Lryew 1418 1947 | 2105 208.7 2234
Lbm@Lomnbg, LobdgE By, M5FdsJMb Bafomd By 54.0 68.7 75.3 78.1 84.5
5BLoE3TgELS s ggbLogdgaby 5.2 8.0 9.7 9.2 9.3
Lomysbem 8mbdacmgdol Lodmbgemby 5.6 8.2 9.1 8.5 8.0
X 9563OMgemdol (33509 16.3 279 28.4 26.0 26.4
LomdMBLY s JEgdBMMgbgHa0sby 18.2 244 27.3 27.1 28.8
AMBL3MOEBY 14.5 20.2 23.2 223 26.8
2396500gdsby 6.1 73 7.1 7.2 6.2
Lbgs bsdMTbASMYO M boBrxgdo 22.0 30.0 30.6 30.3 33.4
3. 9Moxmmeo bsbxgdo 25.1 208 20.2 20.5 20.1
4. 56H3L53MIbAOPOWMN BMWOEO  botxgdo 45.2 822 814 83.1 84.2
boyee
LobimeEm-bsdgyMbgm botrxgdoo 44 6.9 5.8 6.3 6.7
GMobLggMEHIdbY 6.4 114 11.6 9.6 10.1
5BMY35%g 9b gobigbgdaby 26.8 541 55.0 57.4 58.7
Jmbgdol 89d965%9 7.6 98 9.1 9.8 8.7
5. gm0 babxgdo- Ly 187.1 2770 292.0 291.8 307.6
6. bsxgd0 bryew 212.2 2977 3122 | 3122 327.7

Dgotm: LogdbBo@o, https://www.geostat.ge/ka/modules/categories/51/shinameurneobebis-kharjebi

M3 999b905 LMW MMZ0E boGxqgdL geod
byanbyg 2019 Fol 2012 Hoermsb dgsmgdoom
167 @s60@sb 4oBM©Oowos 243.5 s659©y.
bmOLsmbg, Lolidgeby s sddsgml bsfomdby
bo6rxgool bgg®omo oo 2012 ferol sbogrm-
30005, M53 80335608600l 035BYg, HMAI dmbds-
49000 LJMbEEOL BODBOIMOO TMEMMDS 56
3OBOOWD, 56539 botIX GO0 FoobsMs 3MrM-
093909 BoLYOOL BOHOL odm.

L3360

50605, d0bs3gObgmdol 33930l dg9-
390 JogdMWwo MmRBOE0SYOO LESEGHOLAEH03Y)-
6o 9mbs(399900006 Bobl, MM dgdmbogwrgdols
@5 boxgd0ol 6mdobscrols BOHol dombgszs

(@30l sdswo Y039 ™IOMO Y6506 M-
B0l 200m) 30MHEIYdS Moo FgImlogergdo
@5 bobxgd0, 9339006M0© 939ds d0bsdgmObymdg-
b0l (3bm3zMgdol Mby, 0BMHPYdS MEbMYI0I6
900900 2360 gd0 s doaMogos J39y69-
doLomM30L bodod FolidEodgdl smg3L. bmgom
399030009053 583965, MM SLgo 306MHMdYOTO
b9olzegdol »dmog®glbo s9mEsbss 93mbm-
303530 sOLYdMEo Lo dHsMYIOOL SO
9G93B9 29931965 s 53mM9JEH0MIOIWO VM-
Bolidogdgdol  OHMMWO A5BHIMGds.  5©0bodbvy-
ol  9Mm-gmhmo Mdmsgzmgbo fobsdoMmds 30
906599OBgMmdgd0L  LemEosEme-93:mbmdozmMo
9 M3omgmdol Loe®dolgmwo  dglfogws ©s
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HOUSEHOLD - AN IMPORTANT

INSTITUTIONAL UNIT
SUMMARY
Economy of the country represents the
combination of resident institutional units (IU).

A sector is created by grouping homogeneous
institutional units. The household sector seems
to be of great importance in the IU classification.
Household as the main economic cell of a society
is a group of people who are subject to common
rules of cohabitation in one dwelling unit and are
related to each other by a common budget (part of
it), kinship and / or non-kinship relations, or both
together.

The household differs

from other sectors in its functions and behavior.

sector significantly
Households are both producers and consumers.
However, in most cases, the scale of their production
is small and includes activities necessary for their
existence.Households are also involved in the
accumulation process.The study of the household as
the most important institutional sector is carried out
by the National Statistics Office.The most important
source for the study of the socio-economic situation
of the population of the country is the material
obtained from this study. It is a specially organized
selective statistical observation, based on the data
of which the size of the consumer basket of goods
and services and the population are determined by
a number of social characteristics.

The

statistical information on employment, agriculture,

Household survey provides important

income-expenditure and livelihoods as a whole.
It reflects the types and volume of income of the
population from employment, assistance, pensions,
gifts, dividends, loans, and etc. As a result expenses
and their volume for housing, utilities, purchase of
furniture, clothes and shoes, heating, health care,
transport, food, local care in terms of agriculture
and livestock, as well as revenues from the sale
of livestock products have been also described in
details.

According to official statistics, the income
declared by households is constantly increasing
in dynamics. The average monthly income of one
household for 2019 was 1175.3 GEL, which is 382.2
GEL or 48% higher than the same indicator in
2012. While the average monthly income per capita
increased from 222.2 GEL to 336.1 GEL. Revenues
from hired labor are still characterized by a high
share in the income structure. The share of the latter
in cash revenues and transfers is 48.7%, while in
total revenues it is 45.5%. It is important to note that
income from hired labor in the 2012-2019 analysis
period has almost doubled. But it must be said that
the purchasing power of doubled wages amid the
depreciation of the lari is so low that households
today consume far fewer consumer goods and
services than in 2012. It is also noteworthy that
remittances from abroad have increased, which is
also an indicator of the depreciation of the lari and
the growth of external migration processes. As for
the income from the sale of property is reduced
by 3.7 times, which indicates that the population
due to poverty and unemployment has exhausted
the sale of property accumulated in the past and
nothing is left for sale.

The

households as major consumers are directly reflected

amount of expenditure incurred by

in the structure of GDP. The volume of expenditures
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on final consumption changes in parallel with GDP.
In 2016-2019, this figure was 30,487.2 million.
Increased from GEL to 41035.2 million, the growth
rate was 134.6%. And household expenditures on
final consumption 23 925, 4 mIn. GEL 33,531.2
million has increased and the absolute increase
amounted to 9 605.8 mIn. GEL.

From the structure of household consumer
expenditures it could be seen that a significant part
of the expenditures is spent on the purchase of daily
consumer goods and services. On average, the total
expenditure of one household in 2019 increased by
248.7 GEL compared to 2012, and the consumer
cash expenditure - by 269.1 GEL. Food, beverages
and tobacco account for 37.8% of household cash
expenditure. The share of expenditures on food,
beverages and tobacco products is similar to 2012,
which indicates that the physical volume of goods
consumed did not increase, but rather increased
costs due to rising prices for products.

Thus, official statistics from household surveys
show that despite the increase in nominal incomes
and expenditures, real incomes and expenditures
decrease, household living standards fall sharply,
remittances increase, and migration reaches
dangerous levels for countries. In such conditions,
the main task of the government is to identify
the weaknesses in the economy at an early stage
and take timely corrective measures. One of the
main preconditions for this is an in-depth study
and analysis of the socio-economic situation of

households, which is primarily the prerogative
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of the National Statistics Office and analyst-
statisticians.
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Annotation

If we could identify a business risk in advance and
solve it easily, business would probably lose its main
charm. Risk is one of the essential components of
business.

risks, their

of

measurement - evaluation and selection of an

Only proper identification
effective method of reduction are not enough to
improve risk management, It is necessary to develop
an optimal organizational structure, develop an
organizational culture and properly manage the risk
management control process. In developed countries,
almost all large and medium-sized organizations
have a special link in the management system. Risk
Management Center," (Corporate governance) which
helps accountable entities assess risks, develop and
implement manipulation measures.

The researches have proved that in some cases it is
still strange to the Georgian business reality to take
measures to evaluate risks and ways of their solution,
which in some cases raises problems that lead to
crucial results. Bankruptcy of foreign enterprises is
not strange for the Georgian market, because in most
cases they are unprepared to take risks and fail to
take measures to solve them. Possible risks should be
identified at an early stage of business formation to

avoid unintended consequences.

Modern tendencies show that it is desirable for
companies to have a risk management service whose
function will be to identify the expected risks, evaluate
and offer anti-risk measures to managers. It is such

companies that will show fewer losses from crisis.

Introduction

Knowledge of business management in crisi is
a very actual in modern conditions. This was better
revealed by the "Covid-19" pandemic. Numerous
companies suffered losses and had to suspend business
activities, dismiss employees, and so on.

The companies that had the risk management
the

scale of the pandemic in a timely manner and made

service assessed the business environment,

decisions to implement risk-taking actions, they came
out of crisis situations with fewer losses. It is true
that the crisis for the business due to the pandemic
continues, but the effective services in the business
structures and primarily the risk management service
is doing everything possible to align their business
activities with state restrictions so that the company

suffered fewer losses.
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Main Part

Risk is an accompanying process of any activity or
decision. Business risk is an interesting phenomenon,
because if we simply express the link between
business and risk, we can formulate it in such a way
that the higher the risk, the greater the chance of profit
is. Also It should be noted that a complete definition
of risks is almost impossible.

It should be noted that after taking risky measures
you are better, at least more experienced than ever,
because when we make a risky decision if it is justified
it gives us more motivation in life, and the ambition to
achieve more in business. But if the opposite happens
then it is a great experience in business that even large
companies are learning from.

No matter what experience is gained in the business,
no matter how large a particular business is, there is
always a risk, but where there is a risk, there are also
measures and means to solve or reduce it. This is the
issue of risk management I would like to focus on in
this work.

When we start talking about risk management, it
should be noted that this process is one of the most
important components of risk management planning.
Every decision made by an entrepreneur is actually
related to risk, for example when launching a new
product, selecting staff, and so on. Each of these
decisions is a kind of risk, no one knows whether they
will meet the expectations of the entrepreneur, so it is
important to use important methods of risk reduction
or taking measures in the business.

There are many risk-solving measures in a market
economy: Avoidance, reservation, diversification,
insurance and more. Each method is used depending
on the scale and nature of the risk.

Information is one of the most important
components in the risk management process, timely

information is incomparable in a market economy.
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The information reduces the uncertainty of the risk
and allows us to set risk management measures in case
of timely delivery. But, in order to play this important
role the information must be valuable.

I would like to focus on a few of them for risk
management:

Avoidance. It can be said that avoiding risks at
first sight is directly related to information, because
when we have timely and correct information we can
avoid some risk. It is possible to use several types of
avoidance:

- Refraining from conducting entrepreneurial
(financial) transactions when decision-makers believe
that the risk associated with these operations is too
great.

- Refusal to use large amounts of loan capital.

- Refusal to use excessive amounts of current
assets in low liquid form.

- Refusal to apply for short-term financial
investments of temporarily free cash assets.

- Completely refuse the services of unreliable
partners.

- Refusal of innovation and other projects. "
(Chaganava, 2013:188)

-Reservation. The method of risk reduction is
reservation (self-insurance). Reservation means that
an entrepreneur creates a kind of fund from working
capital, where funds are raised that are used to
eliminate unforeseen risks. Reservation allows us to
handle operations that:

- Risks not covered by insurance;

- Acceptable and critical level risks with low
probability of occurrence;

- Most of the financial levels of acceptable
level, the expected loss of which is not high.

Diversification. Diversification is based on risk
sharing.

- Itis used to manage investment risks. For example,
if you have 100 thousand GEL to invest, there are two

ways;
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1. To finance the loan of this volume fully;

2. To finance 10 different loans.

It should be noted that in terms of risk reduction,
business experts agree that the diversification method
is preferred; because if we imagine a situation where
the first case cannot be refunded, we will lose the
given amount in full, but in the second case we
somehow have a defense mechanism and the chance
of returning is correspondingly high.

There are many forms of entrepreneurial risk
diversification, from which are distinguished:

1. Diversification of activities

2 Investment diversification

3 Securities portfolio diversification

4.  Credit portfolio diversification

5 Currency basket diversification

6.  Depositportfolio diversification; (Chaganava,
2013:208)

Insurance. "Insurance is one of the financial
instruments of risk management, through which
it is possible to avoid the financial loss caused by
the risk." This is the moment when the insurance
company pays for the loss caused by the risk.
Insurance usually provides for the neutralization of
high-risk transactions. Insurance is a special kind of
risk reduction. It is characterized by redistributive
relationships. It is easy to imagine that an insurance
fund is formed by insurance contributions, from
which the loss is refunded in case of risk. Nobody
knows whether a specific fact will actually happen
or we pay the insurance premium today to avoid a
possible big loss in the future. It is true that the basics
of risk insurance have existed since ancient times, but
it has gained special popularity in a market economy.

Georgian companies are also slowly realizing
the importance of insurance and getting involved in
this process. Georgian insurance companies offer
different types of insurance. The Georgian economy
is still developing, so there are risks of financial

instability, inflation and other risks, so it is important

for small and medium-sized businesses to realize this
fact and ensure risks. In this regard, we can talk about
banks that provide consumer life insurance when
issuing a bank loan or installment, and thus insure the
risk of losing their finances, and the consumer accepts
the given offer, as this enables the family to maintain
stability in case of his death.

The insurance implementation process is interesting
in that it is based on significant observations and
calculations; For example, let’s consider travel
insurance. The insurance company analyzes how
many customers needed to use the given insurance
product and can approximate the amount of money it
will need to cover its insurance liabilities, otherwise
the

financial risks.

insurance companies themselves will face

We are not going to argue now that the company
should necessarily have a risk management service,
we just emphasize that in the recent pandemic
"Covid-19", really many companies have suffered
and faced problems for various unforeseen reasons.
However, those companies that have assessed the
expected risks in a timely manner and have developed
appropriate anti-risk measures come out of the current
situation with fewer losses.

According to the BIA (BIA-Business Information
Agency), more than 700 companies have suspended
operations since March 1, 2020, and 1,600 companies
have temporarily suspended operations. According to
the sector analysis, 23% of the suspended companies
are in the field of "construction products, construction
and real estate", while 21% of the companies in the
category of food products have stopped working.
According to the regions, most companies stopped
working in Tbilisi (63%), followed by Adjara (12%)
and Imereti (8%). (Makalatia, 2020)

In general, we can conclude that the choice of risk

reduction methods depends on the level of risk of
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potential losses —that is why it is necessary for the
entrepreneur to identify the minimum, allowable,
critical and catastrophic levels of integrated risk.

As a result of development, the range of risks
connected with entrepreneurial and investment
activities is gradually increasing. especially in the last
10-15 years, risk management has become a significant
problem for both financial market participants as
well as companies and government organizations.
The reason for this is not the bankruptcy of various
companies and banks, or public finance crises (they
have occurred before), but their scale, frequency of
occurrence and speed of spread.

It is desirable to create a risk management service
in companies with the following composition:
Information-Analytical Department (Risk Assessment
and Prospective Development Divisions); Planning
and Risk Management Department (Preventive
Measures Departments); The Risk Control and
Monitoring Department, etc., the Risk Management
Service should be directly subordinated to the First

Manager.

Conclusion

The wvariety of problem-solving ways we have
discussed, due to the specifics of our business allows
us to use each of them as well as combined methods
to solve the problem in practice, its choice depends on
the manager's experience, risk-taking skills, degree of
risk-taking and other factors.

It should also be noted that insurance is a relatively
well-known and applicable method for Georgian
businesses in the process of resolving business risk.
That is why insurance companies try to refine their
product and offer it to consumers in the desired way.

Itshould be noted thatrisk insurance is a vital process

for all types of businesses, because the existence
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of business activities without risk is unimaginable,
especially for a country with an unstable economy
such as Georgia.

Effective risk management is relatively more
developed in joint ventures that have the opportunity
to use the experience of foreign founders or partners.
Nevertheless, the risk management system in large
and joint ventures is fragmented, episodic and limited.

In conclusion, it can be said that there are several
methods of resolving the risks posed to the company
and the responsibility for its proper selection is up to
the manager. It is desirable for companies to have a
risk management service and their function will be to
identify, assess and offer anticipated risks to managers
for implementation. Practice shows that companies
that have a risk management service often come out
of crisis situations with fewer losses than those that do

not have such services.
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Annotation

There are different attitudes towards small
business definition. Basically, the laws of the
countries are based on the criteria on the basis of
which this or that enterprise belongs to the small
business sector. However, in EU countries, small
and medium enterprises are considered as small
businesses and they are considered in one context.
The concept of small and medium business combines
number of employees, annual turnover and annual
balance. The official definition of small and medium
enterprises in Georgia is partially in line with EU
standards. The concepts of small business and micro
business are established only in terms of tax policy,
while in institutional and quantitative or qualitative

terms its definition is not officially definite.

Introduction

There are different attitudes towards small
business definition. Basically, the laws of the
countries are based on the criteria on the basis
of which this or that enterprise belongs to the
small business sector. Entrepreneurial entities in
European countries are micro, small, medium and
large enterprises. Georgian law does not define the

concept of "small business". In general, small-scale

entrepreneurship, which involves the amount of
own and working capital, number of employees,
market share, and output, is a small business. Such
definitions do not fully reflect its role and place in
society, as it focuses only on quantitative size and
not on its qualitative status.

The official definition of small and medium
enterprises in Georgia is partially in line with
EU standards. The concepts of small business and
micro business are established only in terms of
tax policy, while in institutional and quantitative
or qualitative terms its definition is not officially
definite. There are quantitative, qualitative and
combined approaches to determinations of the
SMEs. The following criteria are most often used to
classify an enterprise as a "small enterprise” In the
worldwide: number of staff, turnover, size of assets,

amount of authorized capital, ownership structure.

Comparative analysis of SME standards in the EU
and Georgia

The role of small entrepreneurship in the
development of the economy is great today.

It ensures the growth of the country's GDP,
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is an important area of employment, thus it is
contributing to the formation of the middle class;
Increases economic and political stability, reduces
poverty and is an effective institution for solving
social problems.

In addition, small and medium-sized businesses
play a crucial role in business relationships.
Especially important is the role of small business in
the economy for competition and developing large
businesses. It ensures the mobile action of large
corporations in the growth of the value chain and
is an effective institution for large companies in
the supply-demand chain, the introduction of new
technologies and innovations (Chikhladze, 1999:15)

Small and medium-sized enterprises are often
referred to as "hidden champions" because their
market share is over 50 percent, their goods and
services are "invisible" or less noticeable, have
a high level of resilience and viability, have a
significant export share, are global competitors and
large Contribute to the country's success balance.
(Gvelesiani, 1999:220)

Georgian law does not define the concept of "small
business". In general, small-scale entrepreneurship,
which involves the amount of own and working
capital, number of employees, market share, and
output, is a small business. Such definitions do not
fully reflect its role and place in society, as it focuses
only on quantitative size and not on its qualitative
status. (Tax code of Georgia, 2020).

There are different attitudes towards small
business definition. Basically, the laws of the
countries are based on the criteria on the basis
of which this or that enterprise belongs to the
small business sector. Entrepreneurial entities in
European countries are micro, small, medium and
large enterprises. Small and medium enterprises

belong to micro-enterprises, where 1 to 9 people
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are employed, small enterprises employ 10 to 49
people; In medium enterprises - from 50 to 249
people and large enterprises with 250 or more
people. (Tetruashvili..., 2014)

However, in EU countries, small and medium
enterprises are considered as small businesses and
they are considered in one context. The concept of
small and medium business combines number of
employees, annual turnover and annual balance.
According to the recommendations of the European
Commission of 3 April 1996, organizations with
less than 50 employees were considered small and
medium-sized enterprises; They had an annual
turnover not exceeding 7 million. Euro; Or had an
annual balance not exceeding 5 million. Euro; At
the same time, it met the criterion of independence
(means an enterprise in the capital of which the
share of one or more such enterprises, which does
not belong to small and medium business, does not
exceed 25%). (Tsetskhladze, 2018:27)

On May 6, 2003, the European Commission
adopted the new Criteria for Micro, Small and
Medium-sized Businesses, which entered into
force on January 1, 2005. According to this
definition, micro, small and medium enterprises are
organizations with less than 250 employees, their
annual turnover does not exceed 50 million Euros
and / or the annual balance does not exceed 43
million Euros.

The EU Commission assesses the development
of enterprises in the countries according to the
criteria of small and medium-sized businesses.
It is true that these definitions are voluntary for
member states, but the EU recommends that this
definition be used in the country's regulatory
norms, which would be an important step towards
harmonization of legislation. The EU recognizes

the priority importance of enterprises of this size in
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the economy, according to which it allocates loans
and grants through various programs.

Calls on institutional investors, regional funds,
venture capital companies and local governments
with a budget of less than € 10 million and a
population of no more than 5,000 to operate as
small and medium-sized enterprises; Which will
allow them to receive grants and be funded through
stocks so as not to lose their autonomy (autonomous
enterprise).( The New SME Definition: 10)

An enterprise is considered autonomous if it
has 25 or more percent of the shares of another
enterprise and 25 or more percent of its shares do
not belong to any other company or state institution.
Exceptions are allowed if the 25 percent threshold is
exceeded by state-owned investment corporations,
venture companies, venture capitalists, universities
or private nonprofit research centers, institutional
investors, including regional development funds,
and local governments.

Thus, the European Commission distinguishes
three types of enterprises:

1. Autonomous enterprises, which is the most
common form in practice.

2. Partner companies. These types involve
ventures that are financially partnering with other
companies and none of them exercises direct or

indirect control over each other.

3. Interconnected enterprises. These are the
companies that make the connections through
direct or indirect management of the controlling
stake.

The official definition of small and medium
enterprises in Georgia is partially in line with EU
standards. The concepts of small business and micro
business are established only in terms of tax policy,
while in institutional and quantitative or qualitative
terms its definition is not officially definite.

There are quantitative, qualitative and combined
approaches to determinations of the SMEs. the
following criteria are most often used to classify an
enterprise as a "small enterprise" In the worldwide:
number of staff, turnover, size of assets, amount of
authorized capital, ownership structure.

Prior to January 1, 2011, the Georgian Law on
Entrepreneurs (1994) and the National Investment
Agency (2006) defined MSS differently from the
current Tax Code, which stipulates that the number
of employees in a small enterprise is no longer valid,
while the annual Turnover should be less than 100
thousand GEL. The definition of a micro-enterprise
was also established.

If we compare the definitions of small and
medium businesses in the EU with Georgia, then
we will see that there are big differences between

them.
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Table
Small and medium businesses in the EU and Georgia
Number of workers Annual turnover carrying amount
Enterprise 5 £ 5
uropean . uropean . uropean .
Union Georgia Union Georgia Union Georgia
<50 s s
Medium | <250 <100 Million 1.5 million | 43 million
GEL euro
euro
500
thousand
GEL
(Until
January
Small <50 <20 <10 million | 2011) 10 million
euro 100 euro
thousand
GEL
(From
January
2011)
30 thousand
! GEL
. (From <2 million 2 million
micro <10 (From
January euro euro
2011) January
2011)

Source: The table is compiled by us from https://ec.europa.eu/eurostat , www.geostat.ge and Data on
Acces to Finance. Enterprie and Finance. European Commission. http://ec.europa.eu/enterprise/policies/

finance/data/index_en.htm

According to the Tax Code of Georgia, the
criteria for micro-business and small business are
set. According to the Code, the status of a micro
business can be granted to a natural person who does
not use the labor of employees and is independently
engaged in economic activities, from which his
total gross income during the calendar year does
not exceed 30,000 GEL. This status is granted,
revoked and a micro business certificate is issued by
the Minister of Finance of Georgia. Small business
status can be granted to an entrepreneur, whose
total income from economic activities during the

calendar year does not exceed 100 thousand GEL.
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The Tax Code applies special preferential tax regimes
to individuals with micro and small business status.
Micro businesses are not taxed with income tax
and are exempt from the obligation to use the cash
register, while small businesses have a preferential
tax regime. (Tax Code of Georgia, 2020).

In agreement with the Finance and Budget
Committee of the Parliament of Georgia, the
Government of Georgia has the right to prohibit
the implementation of certain activities, within the
framework of which the status of a small business
can not be granted to an entrepreneur. These
principles are absolutely in line with European
standards and create the minimum institutional

conditions for the development of this field.
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Nevertheless, the functioning of markets for
small and medium-sized entrepreneurs remained
limited, as due to the structure of the Georgian
economy, large entrepreneurs are mainly located
in the processing and mining industries, they
are dependent on imported products and use less
services of local SMEs, which does not provide
horizontal way to build relationships.

Reformsin recent years have been reflected in the
positive assessments made by various international
organizations, which are mainly based on the
analysis of new laws and legislative changes. At the
same time, the legal and regulatory environment for
small and medium-sized businesses has deteriorated
sharply. The Law on Support to Small and Medium-
sized Enterprises and government decisions aimed
at state support for small and medium-sized business
development were repealed. The government has
declared a liberal economic course, according to
which all sectors of the economy are governed only
by free market laws, the state does not give priority
to any sector and imposes a uniform tax regime for
all enterprises. Under the economic policy course,
under the conditions of equal tax regime, the share
of small entrepreneurship in the whole value chain
created gradually decreased. Although the number
of registered new enterprises has increased, this has
not led to significant changes in the output ratio.
(Baratashvili... 2012)

One EU study noted that “reforms in recent years
have been reflected in the positive assessments
made by various international organizations, which
are mainly based on the analysis of new laws and
legislative changes. At the same time, the legal and
regulatory environment for small and medium-
sized businesses has deteriorated sharply. The Law
on Support to Small and Medium-sized Enterprises
and government decisions aimed at state support
for small and medium-sized business development

were repealed (Data on Access to Finance, EC, 2020)

The government has declared a liberal economic
course, according to which all sectors of the
economy are governed only by free market laws,
the state does not give priority to any sector and
imposes a uniform tax regime for all enterprises.
Under the economic policy course, under the
conditions of equal tax regime, the share of small
entrepreneurship in the whole value chain created
gradually decreased. Although the number of
registered new enterprises has increased, this has
not led to significant changes in the output ratio.

Other disadvantages of small and medium
business development are that small businesses
are not stable and they do not have permanent
suppliers and purchases are relatively expensive.
At the same time, small and medium-sized
enterprises find themselves in fierce competition
with foreign enterprises, as a result of which they
replace imported products. Imports have partially
replaced local agricultural and food production.
(Dzotsenidze, 2014)

One of the serious barriers to the development
of small and medium enterprises is qualification
and experience. Their knowledge of markets, sales
channels and consumers is insignificant. In addition,
their knowledge of marketing management and
tax legislation is low. Added to this is the fact of
pandemic crisis and that only a small number of
large and foreign capital are interested in providing
services to small and medium-sized enterprises.

We should conclude that this sector needs support.

Conclusion

Main disadvantages of small and medium
business development are that small businesses
are not stable and they do not have permanent

suppliers and purchases are relatively expensive. At
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the same time, small and medium-sized enterprises
find themselves in fierce competition with foreign
enterprises, as a result of which they replace
imported products. Imports have partially replaced
local agricultural and food production.

One of the serious barriers to the development
of small and medium enterprises is qualification
and experience. Their knowledge of markets, sales
channels and consumers is insignificant. In addition,
their knowledge of marketing management and
tax legislation is low. Added to this is the fact of
pandemic crisis and that only a small number of
large and foreign capital are interested in providing
services to small and medium-sized enterprises.

We should conclude that this sector needs support.
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