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SUMMARY

Excise is important for mobilization of budget
funds and, for a number of reasons, for the state
budget revenues it is an increasing source. Because
of easiness and transparency of administration of
mobilization of excise taxes, it became a kind of Fescue
ring'of tax policy, the task of which is to cover a large
part of the state budget revenue and expenditures.
In the period since 2013, the excise accumulated in
the budget is 2.1 times higher in comparison with
the increase of nominal GDP, and it increases 2.9
times faster than other taxes. As a result, the share of
excise in this period was significantly increased in tax
revenues of the state budget and the country's GDP.

In the first year since the introduction of so-called
“Estonian model”, in 2017, the compensation of the
potential annual loss of 600 million lari was put as
a burden to increased excise. As a result, the real
revenues of fuel and tobacco consumers (ie, most of
the Georgian population) were not only increased
in comparison with the previous year (even in the
nominal increase in revenues!), but decreased by 1.0
percent. Overall, in this year growth of the prices was
influenced by the excise rate in most 4/5 times . The
tax burden is in proportional to the income taxpayers'
income, which, along with the threat of growth of the
shadow economy, will also remove from the principles

of social justice.

18

The role and importance of excise tax has been
increased in recent years in the economy of Georgia
in mobilizing budgetary funds, After 2012 alone, its
share in Georgia's tax revenues is about 1.5 times
more, and the absolute volume - increased twice
and more - by 127.6 percent. At the same time, the
country's economy (at nominal rates) in the same
period (2018 - 2012) was only 55.3 percent and the
total taxes increased by 45.5 percent. Currently the
share of excise is higher than 15 percent of state
budget revenues and its ratio is 3.6 percent of GDP.

Only 12 percent of excise taxes mobilized in Georgia
come from realization of the products produced on the
territory of Georgia and the other is credit to imported
products. This once again indicates what a major role
the international economic ties have in the economy
of our country, in the welfare of the population.

The highest share of excise income in the state
budget comes from tobacco products (45.7%). It is
almost 17 percent higher than the excise revenue
received from the sale of all types of oil and oil
products.

1t is noteworthy that the share of excise taxes in
Georgia is one of the highest not only in the post-
Soviet time, but also on a global scale. For example, if
the share of excise in the US is 0.4 percent of GDP, in
Georgia itis 3.4-3.8 percent,; The US federal spending
is filled in by excise only by 2.0 percent and Georgia's
budget expenditures — is filled in by 14.1 percent. For
this reason, if Georgia's ratio per capita to the US is
about 7 per cent of GDP, it is 61 per cent according to
excise burden, it means 8.5 times higher.

According to the annual volume and excise rate on
tobacco products, calculating per capita, the income
received in the state budget from the sale of tobacco
products in the US is only 46 US dollars, while in
Georgia (due to the high scales and high excise rate



95mMbmBoyfio 3Gimazomo, Ne19, 2019/Economic Profile, N19, 2019

consumption) it is almost 1.6 times higher-about 72
US dollars.

Because of the realization of smuggling and
counterfeit tobacco per capita in Georgia, the state
budget lost about 150 million Lari in 2018, which
is equivalent to about 15 US dollars per capita and
about one fifth hypothetical revenue received by the

state budget from realization of tobacco

KEY WORDS: Excise, Texes, State Budget, Fiscal
Policy, Foreign direct investment, GDP
J.E.L. classification: EQ, E6, K2
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ON THE ISSUE OF VAT-RELATED
AMEDEMENTS TO THE TAX
LEGISLATION OF GEORGIA

SUMMARY

Important changes have been made to the
Georgian tax legislation since 2020. Its part
relating to the value added tax has been completely
changed. The main reason for these changes is an
association agreement with the European Union
that committed Georgia to align its tax legislation
with EU legal standards.

Our attention is drawn to several important
innovations that may have differing impacts on
both the taxpayers' situation and fiscal interests of
the State:

e  The place of rendering of service has been
interpreted differently. The basic rule is that in
case of providing services to a non-profit-making
natural person, the location of service provider
will be considered to be the place of rendering of
service, while in all other cases - the location of the
recipient of services;

e  Construction or renovation of buildings
and structures by own efforts and for own use will
be taxed only if the person has not received the
VAT credit in case of the purchase of these goods/
services from another person. The aggravating
change is that repairs of own fixed assets are also
taxable by VAT;

e  Giving the so-called low-priced gifts (up
to GEL 50) will no longer be taxable by VAT -
unless the VAT credit was carried out at the time
of purchase;

e  From 2020, a free delivery of goods will be

subject to tax only when the taxpayer has received
the tax credit at the time of purchase of these goods;

e  From 2020, a free delivery of services based
on the purposes of the taxpayer's business will no
longer be subject to tax;

e  The notion and the terms of use of market
price have been defined more softly. For taxation
purposes, in some cases, it is permissible to use
purchase prices, but not sale prices;

e Conveyance of real estate and related
construction, installation and repair services will
be subject to tax consolidatively at the moment of
putting the building into operation;

e  The adopted special scheme for taxation
of a delivery of imported secondary items, works
of art, collectibles or antiquities. Only the margin
(difference between delivery and purchase prices)
will be subject to tax;

e  The essence of single and multiple vouchers
has been interpreted and the issue of taxation
of operations performed with them has been
regulated;;

e  Regulations on advance payments will
apply to the part related to 3mbU@s6@ and regular
supplies;

e  Exports and financial and other operations
exempted from VAT will be included in the total
amount of operations to be taxed by VAT;

e Incentives in the medical, education,
cultural, sport and social spheres have been
enhanced;

e VAT credit will no longer be carried out by
invoices that could not be credited within 3 years.

The abovementioned changes to the Tax Code
serve to harmonize the tax legislation with the
relevant EU standards, and they will have a positive

impact on our country's European integration
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prospects. So we believe that these legislative
changes must be welcomed.

The balance must be maintained: it is necessary
to implement the Association Agreement with the
European Union. On the other hand, there is a need
to uphold the principles of fairness, administration
simplicity and cost-effectiveness of the taxation
system. In addition, since taxes perform the most
important fiscal function for the State, the possible
consequences of any such kind of change must be
assessed in a detailed manner.

KEY WORDS: value added tax; Tax Code of

Georgia; EU Association Agreenment.

J.E.L. classification: EO, E6, K2
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900 Mmbybg 99bsPBbgds, M3 bAoMow ob-
300MdJOMWos MYmOE Jos, d19g39 LogoMgm
BodBHMMHJdom.  LodoMmzgarml  99dmbggzsdos
bdoGo Loddg a35Jb FoBbMdIGMOZ0 VbRl
PRGN JOM O RGH

2019 Harol mgd@mddmol 0bgsEos 8950996l
6.9%, 53 d0BbMdIM0Z 0bywsiE0sL (3%) mom-
Jool 2,5-x9gM 509353905 © 9MHYMBO” RBod-
Ao Mbs 5©030d35m, bmwm doMomsso©
d0bgbo 9MHm3zbmwo ds630 2019 Herol md@ma-
6ol 130l dMbgESM0 30030l SBRMm03-
do sbobggdl: ,,6memm 39M0m©do Mol gos-
30000 3OO 533 OMEsHMb F0ds0r09000
Us305000 35IRILOY. 5053OMLIEMS, GOl
396bo bbgos bsgsFmem 3sG@bom®mo 43996980L 35-
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X™b 3. Bgowmmol doge d9ddsgzq0vicro  fabo
(Twomey, 2019), H™3d0ol 0sbsbdos:
95306560l bgbbo = 0bBwIsO+
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SOME ASPECTS OF GEORGIA'S
MONETARY POLICY REGIME
SUMMARY

In the modern world, monetary policy regimes
play an important role in the country's socio-
economic development. However, although the
monetary policy regime may vary according to the
country's development and historical experience,
there are still common approaches and trends that
are characteristic of many countries. Global and local
changes, including financial and economic issues,
are forcing scientists and monetary policy-makers
to discuss best practices and new mechanisms.
It is also noteworthy that the use of monetary
regimes requires consideration of the individual
characteristics of the country and the neglect of a
number of factors can lead to ineffective planning
and / or improper regulation of the well-being of
the economy as well as the welfare of the state and
the general population.

Accordingly, choice of particular regime - national

currency rate targeting, monetary targeting (M2,
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M3) and inflation targeting - will be determined at
the legislative level, and the effectiveness of policy
planning and implementation depends on the
monetary mechanisms governed by the regulator.

At the modern stage, people often has the feeling
that the National Bank should control the price and
exchange rate stability. As economic theory proves,
providing exchange rates and price stability for
open economies is often incompatible. Well-known
Nobel Prize-winning economist Robert Mundell
developed the concept of an impossible trinity,
which argues that price stability and exchange rate
stability and, on the other hand, compatibility with
free movement of capital are impossible.

The trilemma (The impossible Trinity) is
accepted as empirical evidence. Recent studies
conducted by Obsfeld, Shambaugh and Taylor
for an open economy trilemma of 130 years have
again confirmed its long-term effect, but research
has also shown that in the short term, exchange
rate flexibility can be maintained without massive
interference (Obsfeld ... 2004 ). But in any case the
thrill should be taken into account.

Some countries still have a managed floating
exchange rate, as some countries have some
form of capital restriction. The Trilemma (The
impossible Trinity) only operates when we have
no restrictions on the movement of -capital.
Consequently, if the exchange rate and the interest
rate are fundamentally irrelevant, they cannot act
in the long run, but in the short term, the central
bank can manage the exchange rate and use the
interest rate as a monetary policy instrument. Since
most countries have open economies, some central
banks have goal for exchange rate stability, and
most for price stability — also this is the first issue of
the National Bank of Georgia (Main Directions and
Functions of National Bank of Georgia, 2008).
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The inflation targeting regime has been in
place in Georgia since 2009, which implies
pre-announcement of inflation targeting and
subsequently the abolition of the refinancing rate
through the mechanisms available to it by the
National Bank. As noted above, the objective of the
monetary policy regime in Georgia is to maintain
price stability, which is a trend for emerging
economies.

Resolution on the main direction of monetary
and credit policy of Georgia for 2019-2021 states
that inflation target for 2019-2021 is 3 percent.
The document also points out that for regulation
of this regime will be used the refinancing rate.
monetary policy will be transferred by the
following instruments: refinancing loans, open
market-month instrument, certificates of deposit,
government’s securities transactions, the minimum
reserve requirements and other instruments (What
We Do, National Bank of Georgia).

The dollarization rate in Georgia is quite high and
the current account balance is also negative, which
in the short run may lead to shocks and expectations
of the national currency exchange rate.

The National Bank of Georgia uses currency
interventions, but it is often less effective or
delayed. However, foreign exchange interventions
can only have a short-term effect, and other
mechanisms are used in the long run. According to
international practice and the main document of
the functions of the National Bank of Georgia, the
effect of using monetary policy mechanisms appears
after 4-6 quarters, which precludes the relatively
effective management of other dependent variables
during the mentioned period. It is also recognized
by international practice that after the inflation
targeting, more and more attention will be paid to
some degree of regulation of the exchange rate, as
in the case of Georgia, this will not cause deviation

from the inflation target.

The monetary policy regime and its effective
management is the most important function of
the regulator, as it should stimulate economic
development. While the main monetary policy
regime in the modern world is price stability, it
also discusses the importance of the exchange rate,
as it can influence the target inflation rate and
this has a particular impact on the economies of
developing countries. In the case of Georgia, too,
the factors that affect the inflation rate and the
implementation of the monetary policy regime
should include modification or introduction of
additional mechanisms. It is therefore important:

- Reduction of dollarization ratio. Although the
government has repeatedly taken steps to increase
larization and reduce dollarization, it still has a
high dollarization rate of up to 61%. In addition,
it should be noted that decisions in the financial
field, such as increasing the minimum reserve
requirement for foreign currency funds and lending
up to GEL 200,000, could only be made in national
currency, but it was more flexible if these decisions
were systematic in time.

- The monetary policy transmission mechanism
is a function of the Taylor rule, which includes
various variables that regulate the refinancing rate,
but as modern experience shows, only inflation
orientation complicates the exchange rate, which
often causes irreparable damage to open, emerging
economies, so the exchange rate Less volatility is
perceived as one of the key aspects of economic
development. Therefore, it is possible for the
National Bank of Georgia to announce a nominal
exchange rate in advance and try to eliminate it by
incorporating it into the Taylor rule.

- It should be noted that in the free float regime,

the risks arising from its fluctuations may be offset
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by the development of swap and forward markets,
which is the process of providing liquidity to the
financial sector. Consequently, the development of
these markets will reduce currency risks.

- It should be noted that the Bank of Georgia
also plays an important role in foreign exchange
interventions, and therefore, when foreign
currency demand grows and the national currency
begins to depreciate, small, open economies
typically use interventions, and in our case only
twice the National Bank provided Finance sector by
US dollar, which is considered to be too late. The
National Bank certainly should not and will not
affect the overall trends of the exchange rate, but
its role in overcoming and neutralizing short-term
crises should be demonstrated, which in our case
has not been the case in the last case.
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This article examines the process of origin and
development of modern microfinance industry,
historical context and evolution to the present stage,
and its impact on the socio-economic life of poor and
low-income people in developing countries.

Modern microfinance, as provision of affordable
financial services for the poor, has been successfully
tested and developed in emerging markets over
the past 4 decades. It gained a vast experience in
implementing efficient and competitive financial
programs for poor communities with a positive socio-
economic effect.

Microfinance is provision of financial services to
low income and poor households, especially those
who lack an adequate access to formal banking and
related services. Its main mandate is to enhance
financial inclusion at affordable conditions to the
disadvantaged and low-income individuals or groups.

The majority of microfinance consumers are poor,
low-income and rural residents, most of which are
self-employed in informal sector. This category of
costumers are naturally characterized by high degree
of vulnerability and dependence towards external
factors, which can very easily lead to a sharp decline
in the yield and productivity of their micro businesses,
resulting in the problems of creditworthiness and even

bankruptcy.
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Unlike traditional approaches of managing private
business where the primary goal is profit maximization
and satisfying the owners' material interests, classical
microfinance has the “Double Bottom Line”” approach
implying that it must have both - financial as well as
social objectives. From early XXI there are number
of “Triple Bottom Line” Microfinance Institutions
integrating financial, social and environmental
objectives in their business strategy.

Microfinance, as part of the financial intermediation,
has paved a long way from its initial stage to the
modern business model. Its primary forms have been
existed in many countries as an effective and reliable
alternative to existing lending institutes.

Formal and informal financial groups that
effectively collected small savings and providing
loans to other members of the group have been around
since ancient times in many African, Asian and other
countries (ROSCAs, ASCAs, Self-Help Groups). From
these old forms of organized financial groups most
notable are Chit"in India, Gui"in China, Arisan'in
Indonesia, Paluwagan'in the Philippines.

One of the earlier form of organized and formal
microfinance institution in Europe was the Irish Loan
Fund'System, initiated in XVIII by Jonathan Swift, the
dean and author of Gulliver's Travels. Swift believed
that poor people who didn't have enough collateral
were still worthy to receive a loan. This program
became a growing trend in Ireland, resulting in the
development of up to 300 micro-lending institutions
provided small and non-collateral loans to poor
farmers in order to help them sustain and create self-
employment and growth potential.

In XIX new types of formal credit and deposit
institutions focusing on rural and low-income
individuals are rapidly emerging in western and
central Europe such as credit cooperative movement
in Germany (Raiffeisen, Volksbanken, Sparkassen).

After World War Il many countries engaged

in development finance directed and subsidized

credit resources to specific target groups (including
smallholders, rural, low-income) but majority of
these programs failed.

1976 can be stated as a beginning of “modern”
microfinance when the “Grameen Banking” approach
was developed in Bangladesh. Its basic principle
is that poor are also bankable and microfinance is
financially viable. The Grameen model was initiated
by Muhammad Yunus and it was totally based on
group solidarity principles: every member of a group
guarantees the repayment of other member.

In 2006, Yunus and the Grameen Bank were
jointly awarded the Nobel Peace Prize for their
“efforts through microcredit to create economic and
social development from below." Many countries and
institutions followed Grameen’s group solidarity
approach and developed similar or different
microfinance business models (FINCA, Bank Rakyat,
Accion).

Beginning of the 90s is the next hallmark in the
history of modern microfinance. For the first time
ever, a microfinance NGO has been transformed into
a commercial bank and allowed to take deposits from
public (Bankosol in Bolivia, 1992). Many other NGOs
followed this path of transformation. This period is
also characterized by downscaling of commercial
banks and their active penetration in microfinance
market.

Another important stage in microfinance was the
yvear 2007 - the first and extremely successful initial
public offering (Banco Compartamos, Mexico). The
IPO of its stock was 13 times oversubscribed and
raised $467 million in total.
with  the and

Along commercialization

transformation, some other interesting changes
were also developed in microfinance during a recent
decade, including technology and innovation. One

of the good example is emerging of mobile banking
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system in Kenia (M-PESA) which was totally focused
on microfinance clients and rural costumers.

It should also be emphasized that in parallel of
such successful growth and financial performance of
the sector, the direction of social responsibility has
been weakened and the original fundamental values
of microfinance have been diminished (Mission
drift). After commercialization, microfinance today
in positioning more as an integral part of a profit-
oriented financial market rather than effective
instrument of combating poverty.

KEYWORDS: Microfinance, Non-bank Financial
Institution, Financial Services, Emerging Markets,
Low Income Customer

J.E.L. classification: G21, G23
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After the collapse of the Soviet Union, one of the
most acute problems in the post-socialist republics
was the formation and strengthening of local self-
government. Over the past two decades, several
models of development have been selected and
some positive steps have been taken, but the actual
development of local governments has failed.

The need for self-development is now particularly
acute, since most post-socialist stateshave set
themselves on a course to integration into the Euro-
structures, therefore, it is extremely important
for local authorities to develop a strategy that
should ensure social and economic development
and increased level of competitivenessof
municipalitiesin the former Soviet republics.
For many vyears, there was no legislative base
that would ensure the further development of
municipalities. The policy towards municipalities
was not effective, and that was aggravated by high
crime rates and terrible economic situation in these
republics, decrease in labor and entrepreneurial
activity, which, in turn, negatively affected the
development of municipalities and made their
activities unpredictable.

Despite the numerous laws passed by the central

authorities, the situation of the municipalities of

the former Soviet republics has not improved over
the years, and their dependence on the center has
even increased.

Reserves of municipalities were not used
efficientlyfor decades. Municipalities did not
have modern programs for the socio-economic
development of the region. The priorityofvarious
settlements was not imposed and determined for
the economic development of municipalities; issues
were resolved spontaneously, without taking into
account needs and interestsof the population.
Between the central and local governments
there was a mixture of competencies, rights and
obligations.

In post-socialist states the situation is still
difficult, local authorities do not have significant
fiscal independence, the central government has
passed the lawsthat cannot ensure sustainable
economic development of local municipalities, the
restoration of local socio-economic policies and
economic growth of the countries.

The situation in the former Soviet states,in terms
of the development of local self-government, is
almost identical (exception are the Baltic republics),
and the main unresolved issues are as follows

(Amstrong H., Taylor J, 1994:325)
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a) confusion between the rights, duties and
competencies of the Center and the region and the
lack of distinction thereof;

b) lack of transparency in the requirements
for election of peopleto leading positions in local
authorities;

c) high level of bureaucracy existing in the
central government;

d) unregulated salaries of persons employed in
local government;

e) lack of criteria for determining a socio-
economic status in local government;

f) duplication of functions of executive and
representative bodies of local self-government and
the confusion of responsibility;

g) low accountability of local government to the
public;

h) low degree of public participation in solving
local problems;

i) low- level support in address the community
problems of the local population;

k) the absence of a short-term and long-term
development strategy of local self-government.

Consider the situation in some post-Soviet
republics from the point of view of the development
of local self-government.

Armenia.The formation of local self-government
in Armenia was based on the constitution of
Armenia, adopted by referendum in 1995. The
Constitution of Armenia has a separate chapter on
local self-government and its legal regulation. It also
indicates that local governments play an important
role in nation-building.In 2005, significant
amendments were made to the constitution,
defining the legal status of municipalities as
separate legal entities. The Constitution and other
legal acts set the task of dividing the rights between

the center and municipalities and determining
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their competences.There are two important laws
regarding the development and regulation of
local self-government in Armenia: laws on local
self-government (adopted in 2002) and the law
on local self-government of Yerevan (adopted
in 2008). These laws clearly define the rights,
duties and responsibilities of local municipalities.
Legal supervision of the delegated rights of local
authorities of Armenia is carried out by the relevant
central bodies in accordance with the law. Existing
legislation strictly prohibits the central government
from interfering in the activities of local authorities

The activities of local governments in the budget,
financial and economic spheres in Armenia are
regulated by the 1997 Law on the Budget System.
This law defines the revenue sources of local
budgets.

Despite the rights and powers of municipalities
provided for by the legislation of Armenia, the
degree of their independence is still low, the criteria
for appointment to executive bodies, as well as the
legal procedures for their dismissalare ineffective.
These issues are a serious obstacle and cause serious
problems for the further development of local self-
government in Armenia.

Georgia. Since Georgia gained independence,
many important reforms have been carried out in
the field of development of local self-government
(since 1991), however, the level of budgetary
independence of local self-government bodies
is very low and lags far behind the average level
of local self-government in developed European
countries. One of the main problems of local self-
government in Georgia remains the mobilization
of very small amounts of money from state taxes
to local budgets. As of January 1, 2019, six taxes
in Georgia are fully taxed in the budgets of local
authorities, and the rest is mobilized from the
central budget, which is then returned to local

budgets by means of various transfers.All of this,
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in its turn, leads to an unfair distribution of total
revenues in local government budgets. Intensive
work is underway to clarify the distribution of state
taxes in local budgets (Parliament of Georgia, 2019).

Turkmenistan. The history of the development
of local self-government in the Republic of
Turkmenistan covers more than 20 years. The
Constitution of Turkmenistan has a separate chapter
on local self-government. The development of local
self-government and the substantial strengthening
of its independence on the basis of the law and by-
laws are of paramount importance. The law provides
that local self-government is a form of population
management that addresses issues that are not
within the competence of the central government.
The principle of citizen participation is best ensured
in solving local problems. Local governments are
created on the basis of historical, national-ethnic,
regional and environmental characteristics based
on the principle of decentralization, and this
approach is a step forward in the development of
local democracy.

The legislation of Turkmenistan is of paramount
importance for resolving such local issues as:

a) increased local financial resources;

b) providing trainings for local government
officials;

c) significant increase in local ownership;

d) improving the quality oflocal medical services;

e) improving the living conditions of the local
population.

The

Turkmenistan began with the adoption of the Law

reform of local self-government in
on Local Self-Government. The law states that
local government is a form of decentralization and
the basic rule of local democracy. Very important
is the transparency of local government and the
accountability of officials to the public. The law
clearly defines the rights and powers of central and

local authorities during the delegation of authority.

Although the legislation of Turkmenistan clearly
defines the competence of local authorities, the issue
of administrative reform remains on the agenda.
This reform should make the attitude of the central
government to local authorities even more clear,
which ultimately will ensure a clear separation of
powers between the Center and the municipality.

Kyrgyzstan. Much work has to be done in the
field of developing local self-government in the
Kyrgyz Republic. Despite the fact that the republic
gained independence more than 20 years ago, the
degree of independence of local governments is
low and urgently needs legislative changes and
reforms.The separation of powers remains an
important issue which requires a clear separation
of powers between the Center and local authorities.
The legal regulation of local self-government is
carried out by the Law on Local Self-Government
of the Kyrgyz Republic. This law does not fully
guarantee the independence of local authorities,
which significantly reduces the effectiveness of
the activities of local authorities and increases the
degree of their dependence on their Centers.

Although the Kyrgyz constitution is the guarantor
of the independence of the country's economy, the
stability of the country's economy as a whole is
almost unimaginable without the legal reform of
local authorities, and fact, in turn, threatens the
further development ofthe socio-economicsituation
in the country. Currently, the central government
of Kyrgyzstan is working on the development of
local authorities. Significant legislative changes are
being introduced, which should serve as the basis
for increasing the independence of local authorities
in Kyrgyzstan.

Tajikistan. The development of local self-

government in Tajikistan is hindered by an
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ineffective legislative framework, which is a
serious obstacle to the development of local self-
government. The activities of local governments
are regulated by the Law on Local Governments
in Sattlements and Villages, adopted in 1994.In
2005, a new constitutional law was adopted, namely
the Law on Local Government. Despite the adopted
laws, a significant development of local government
is still impossible. There is currently a mixed form of
government in Kyrgyzstan. Despite the collapse of the
Soviet Union, the form of local government has not
changed, and the current rule is a continuation of the
one which existed before.Currently, the Government
of Tajikistan is working on a reform of local self-
government, which should lead to significant local
reforms, civic initiatives and increased citizen
participation in solving local problems. The
Republic of Tajikistan has already lost a lot of time,
so urgent and effective implementation of local
reforms is on the agenda.

Russia. The self-

government in Russia has been of great importance

development of local
in the course of democratic processes. According to
the Russian constitution, local self-government is
the main institution of constitutional construction
of the country.The Law “On General Principles of
Local Self-Government in the Russian Federation”
, adopted in 2003, clearly defines the rights and
powers of local authorities, the need for citizens to
participate in resolving issues of local importance
and other important issues. The main responsibilitie
of local governments is the need to implement
public administration and increase its effectiveness.
Although the law defines the rights of local self-
government, the degree of public activity of
citizens is still very low, the participation of citizens
in resolving issues of local importance is still

insignificant; Due to the legal, socio-economic and
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cultural traditions of Russia, it will be impossible
to develop local authorities without the support of
the central government.The level of transparency
of the work of local government officials is still low,
local issues are not resolved together with citizens,
budgetary independence of local self-government
is low, and local tax revenues are not diversified.

The issue of reforming local government,
requiring the adoption of special federal laws, is
currently on the agenda in Russia.In accordance
with the requirements of the Council of Europe
Standards, an important reform is necessary for
local authorities, which should provide a significant
improvement in socio-economic conditions that
will become the basis for resolving issues of local
importance, will increase involvement of citizens
andensure the irreversibility of the democratic
process (Yuxmnazgze, 2016:56)

Kazakhstan. In Kazakhstan, local governments
are part of the central executive bodies. According
to the current legislation, the prerogative of the
central government is to support local and regional
authorities and generate maximum interest of local
residents. The president of the republic appoints
special representatives in the regions, and the
population votes for self-government at the local
level. The government has focused on the need to
reform local governments. While the law guarantees
the independence of local governments, in practice
the situation is completely different: municipalities
lack their own budget revenues, which makes
it difficult to effectively resolve issues of local
importanceand negatively affects the development
processes in the country as a whole.

The government of Kazakhstan has developed
a strategy known as “Kazakhstan-2030,” which
determines the need of a clear delineation of
powers between the Center and local authorities.To
do this, it is necessary to improve the methodology

of central and local self-government, which should
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ensure the transfer of important powers from the
central government to the local self-government.

Ukraine. Ukraine still has much to do in terms of
the development of local self-government. Despite
the fact that the republic gained independence
more than 25 years ago, the degree of independence
of local governments is low and urgently needs
legislative changes and reforms. The issue of
separation of powers remains a serious problem in
Ukraine. It is important to improve the mechanisms
of legal regulation of local authorities. The degree of
fiscal independence of local governments remains
a problem. There is no diversification of local
budget revenues, no employment criteria, signs
of nepotism are often observed at the central and
local levels, which greatly complicates the process
of reforming local authorities.The challenge is
becoming even more relevant today, as Ukraine
has set itself on a course to integration into the
Euro-structures, which requires serious legislative
changes and reforms both at the central and local
levels. (Huxmanze, 2014:35)

Atpresent, the central government of Ukraine has
local authorities on the agenda in the framework
of reform and positive development, we hope that
laws will be adopted by the government that will
make a significant contribution to the development
of self-government, which ultimately will ensure
a significant increase in the independent socio-
economic situation.

The research showed that the problems faced
by local governments in almost all post-Soviet
republics (except the Baltic republics) are identical.
In particular:

a) self-government bodies do not have the
necessary finances and independent levers to
manage them;

b) criteria for appointment to senior management

positions are almost unclear;

c) there is no diversification of local income/
revenue;

d) local governments do not seek additional
budgetary sources;

e) the procedure for calculating transfers to local
authorities is practically unclear;

f) There are subjective approaches adopted by
the central government with signs of nepotism;

g) self-government bodies do not actually fulfill
their legal obligations in terms of creating a healthy
environment and identifying health risk factors;

h) Strategic plans for the development of local
governments are not developed at the local level and
do not monitor the progress of the implementation
of these plans;

i) Citizens do not control the expenses incurred
by local governments;

j) Local budgets are often adopted without
consulting citizens;

o) Features of self-government are not taken into
account when preparing the budget;

k) minorities use the experience of foreign
developed countries to ensure the development of
municipalities;

1) There are significant problems with municipal
procurement, mainly due to paralytic legislation;

m) There is confusion and overlap between
the rights and obligations of central and local
governments;

n) Local authorities do not use the experience of
friendly cities of developed European countries to
improve the local socio-economic situation;
identify

environmental risks and develop green economy;

o) Local governments do not

Consequently, self-government systems in
the former Soviet republics need urgent reform,
otherwise the gap between the central and local

authorities increases, which negatively affects the
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development of democratic processes as a whole.

The need for reform is also confirmed by the
European Charter of Local Self-Government,
adopted in 1985, which clearly sets out the rights
and obligations of those countries that recognize
the Charter and have ratified it in their respective
legislative bodies. In particular, the preamble to the
Charter states that:

- The member states of the Council of Europe
which have signed this Agreement shall take into
account that the aim of the Council of Europe is
to achieve greater unity among its members with
the aim of upholding the ideals and principles that
represent their common heritage;

- Takeintoaccount that one of the methods to
achieve this goal is the conclusion of theagreements
in the field of management;

- Consider that local authorities are one of
the key pillars of any democratic regime;

- Take into account that the right of citizens
to participate in the management of public affairs
is one of the democratic principles common to all
Council of Europe member states;

- Take into account that it is at the local level
that this right can most effectively be exercised
directly;

- Are convinced that the existence of local
authorities with real responsibility can ensure
effective and close citizenship;
the

strengthening of local self-government in various

- Recognize that protection and
European countries is an important contribution
to building Europe based on the principles of
democracy and decentralized governance;

- This implies that local authorities that
are empowered with decision-making rights
are democratic bodies that have a wide degree

of autonomy in their competence in terms of
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implementation, agree to cooperate and adopt such
laws that should ensure the independence of local
governments, raise their requirementsaccording to
european standards.

Research and observations of the situation

in the former Soviet states allow us to indicate:

a) Local government is a body that
gives citizens the right to participate in
planning and  solving local  problems;

b)Localgovernmentisaformofgovernment,

which means that the power belongs to the people;
c) Local government is a form of government that
exists in parallel with the central government;
d) local

expense, at its own responsibility and risk;

government acts at its own
e) local governments are obliged to carry

out  their  activities  openly/in  public;
f) self-government bodies should systematically
report to the population on their activities;
g) Local governments should periodically discuss
issues with citizens.

Only after fulfilling the above criteria will it be
possible to create truly independent and democratic
self-governments, and their work will be based on
the same principles. If there will be no real local
authorities and mutual trust between citizens, then
in the former Soviet republics self-development
will be undermined, welfare and sustainable
development of the region will not be provided for

citizens (Chichinadze, 2017:161)
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SUMMARY

After the collapse of the Soviet Union, one of the
most acute problems in the post-socialist republics
was the formation and strengthening of local self-
government. Over the past two decades, several
models of development have been selected and
some positive steps have been taken, but the actual
development of local governments has failed.

The need for self-development is now particularly
acute, since most post-socialist stateshave set

themselves on a course to integration into the Euro-

structures, therefore, it is extremely important
for local authorities to develop a strategy that
should ensure social and economic development
and increased level of competitivenessof
municipalitiesin the former Soviet republics.
For many vyears, there was no legislative base
that would ensure the further development of
municipalities. The policy towards municipalities
was not effective, and that was aggravated by high
crime rates and terrible economic situation in these
republics, decrease in labor and entrepreneurial
activity, which, in turn, negatively affected the
development of municipalities and made their

activities unpredictable.
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Introduction

Working out the development strategies for
companies is a very actual issue. In the modern
changing environment, it is generally difficult to
choose a development strategy for a company that
results in unconditional success. It should also be
noted that while developing strategies, the situation in
the sector must be taken into account and its economic
characteristics as well that influence the process of

strategy development.
Main Part

The sectors differ greatly in their structural and
basic characteristics, so the analysis of the overall
situation and competition always begins with a
discussion of the key economic characteristics.

The main economic characteristics of the sector in
general are:

- Market size;

- The scale of competition;

- Market growth rates and life cycle stages;

- Number of competitors and their relative size -
Many small companies operate in the sector if they
are dominated by several large firms;

- Number of customers and their financial resources;
and "fall"

- Whether there is a "rise" in the

integration of key competitors;

- Paces and directions of technological changes,
both in production and in the creation of new products;

- Easy market entry and exit;

- Whether the products / services of competing
firms are highly differentiated, less differentiated or
practically the same;

- Whether the company is able - to economize
on production scale, transportation, marketing and
promotional activities;

- Compactness of deployment of key companies in
defined regions;

- The existence of "teaching / experience" effects,
when costs on each product are reduced with the
cumulative increase in production as a result of
accumulated manufacturing experience;

- Maximum amount of production capacity as a
major precondition for reducing production expenses;

- Whether necessary capital investments are made
in the sector, conditions for entry into and exit from
the sector;

- The level of profits in the sector is high or low
compared to the average data in the economy. (Arthur
A. Thomson — Junior. Stickland A.J III, 2010: 131)

-The economic characteristics of the sector are
important because they play a certain role in the

development of the company's strategy.
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For example: In a capital-intensive industry where
the cost of a single enterprise is worth hundreds
of millions of dollars, a company is able to reduce
its constant expenses based on its intangible asset
strategy and with this increase profits.

In order to increase revenue, airlines reduce the
length of time the aircraft is on the ground and reduce
the price of a ticket to fill cabin seats.

In the sectors where one product replaces another,
companies have to spend more time and resources on
innovating to maintain technological advantage and
to introduce products earlier than competitors.

In the semiconductor manufacturing sector, the
cost of the unit's output is reduced by 20% at the
expense of the "teaching-experience" effect, as the
cumulative output doubles. (Arthur A. Thomson —
Junior. Stickland A.J I11, 2010: 133)

It is precisely these basic economic characteristics

of the sector that need to be taken into account to
develop the right strategies and at the same time pay
much attention to the competitive environment in the
sector.

Michael Porter, a well-known professor at Harvard
Business School, proved that the state of competition
in the sector can be characterized by five factors,
namely:

1. Competition in the sector;

2. The threat of new competitors in the sector;

3. Danger of replacing products;

4. The power of suppliers;

5. The power of customers.

Porter's five Competition Force Model (Fig. 1)
(Business Hub, 2019: 1) is the most effective tool for
analyzing the major competitive forces affecting the
market and determining the degree of impact.

The competition takes place when one of the firms

Figure 1

Five Main Models of the Competition - The Key Competitive Environment

Analysis Tool
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has the opportunity to meet customers’ demand best
or improve their service.

Despite the strong or weak competition, each
company must develop a successful strategy that
will bring advantages to them and strengthen the
company's position in front of customers.

Even the most successful strategy for achieving
a specific advantage depends on the strength of the
position of competing companies and their strategy.
Such interdependence indicates that no matter
what measures the firm uses in its strategic plan,
competitors respond with appropriate, offensive or
defensive countermeasures.

The strengths and weaknesses of a company's
competitive power depend on the conditions in the
sector, the firm-suppliers and the importance of the
products they produce.

While considering the issue of determining
whether a competitor has a favorable or unfavorable
position in order to gain market position, we need to
concentrate on assessing its potential in relation to
other competitors.

Accurate determination of which competitors
will strengthen or lose their positions on the market
will help managers to predict the steps of their main
competitors while developing strategies.

Competitors that are satisfied with their own
situation often maintain existing strategies and
make only minor changes to them. Analysts need
to determine whether competing firm managers are
capable of making serious strategic changes, or vice
versa - steadily following predetermined strategies
and making only minor changes.

In order to calculate the next steps of the
competitors, the analyst must thoroughly study which
of the options available to the competing firm the
manager will choose. This is a really difficult and
long task, so much so that the analysis is based on

the small amount of information that comes from

different sources.

However, well-planned information-searching
activities allow us to identify the future steps of the
competitor which he chooses in the course of action

for his company.

Conclusion

The company is not always able to choose any
strategy. Its actions are usually restricted by the law,
state policy, social regulation, and public attitudes.
Companies have to take into account public opinion,
values and priorities. The external analysis of the
company should take into account the laws and
regulations. This is especially important in the
conditions of overwhelming pressure from society
and the media.

The manager of the firm is required to study the
expected steps of the latest competitors. If a company
does not pay enough attention to competitors' actions,
and blindly enters the competition, then it will not
gain the advantage of competitors and will not be able
to determine their future plans.

In order to develop the right strategies for a
company, it is necessary to take into account the
competitive situation and economic characteristics of
the sector, and then decide on the direction in which

to develop and what types of strategies to develop.
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SUMMARY

The analysis of the overall situation and
competition in the sector always begins with a
discussion of the main economic characteristics. The
economic characteristics of the sector are important
as they play a certain role in the development of the
company's strategy.

The company is not always able to choose any
strategy. Its actions are usually restricted by the law,
state policy, social regulation, and public attitudes.
That is why it is important to analyze the economic
characteristics of the sector and to take it into account
while developing the right company development
strategy.

Studies prove that those companies that took the
competitive situation of the sector into account more,
while working out the development strategies and
economic characteristics, were more competitive and

strong.
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ECOLOGICAL PEACE IS ONE OF
THE GUARANTORS OF SUSTAINABLE
DEVELOPMENT

SUMMARY

In modern times, the struggle for the protection of
the environment is as important as the struggle for
humanity, for peace and coexistence. Only with the
peaceful coexistence of countries can all the forces be
used to solve the problems of preserving the natural
environment. For any country, this problem is equally
relevant to the common future of mankind.

The impact of wars on the natural environment is
reflected in quantitative and qualitative changes in
natural resources, such as massive environmental
degradation and the formation of a new anthropogenic
landscape. One of the most negative factors in
this regard is wars and preparation for wars. This
period relates to the selection of war sites and the
use of nature as the object of warfare. For example,
the use of chemical weapons, which is seen as a
crime against humanity. Many examples of this are
known in history during and after World War II, and
thousands of Japanese still suffer from the Hiroshima
and Nagasaki nuclear disasters.

The harmonious coexistence of men and the
environment is a determining factor in ecological
peace.

Eco-peace is defined by the cause-and-effect
relationship  between human beings and the
environment, independence of political peace, by the
harmonization of this relationship, irreversibility,
resilience  and

globalization  of  processes,

66

maximization of positive factors.

Eco-peace is directly linked to social ecology. This
connection can be both simple and complex.

1t is easy when social welfare is high, in which case
there is no collision. And if the one hundred curve
reaches the lower critical limit, then dependency
becomes difficult. In the 1990s, for example, in the
event of total deprivation, the population was forced
to cut down the forest for fuel, then it is in direct
opposition to eco-crime, and when this resistance
reaches the lower critical threshold, there is an
absolute disintegration of the ecosystem, ecological
crisis and an irreversible catastrophe.

The socio-economic grounds for disturbing
ecosystems can be both uncontrolled farming activities
and intentional consumer attitudes toward the natural
environment. Therefore, it should be emphasized once
again that the struggle for peace, disarmament and
economic stability is a key to maintaining peace. If the
planet's nations will fight to ensure that irreversible
turn created favorable shifts, which local and global
scale, the real opportunity to set up that huge funds,
which arms are being spent, spent on environmental
improvement measures, as well as health, social and
cultural programs, educational and other events,
which will guarantee sustainable development.

The

development in any country is based on objective

socio-economic  model of sustainable
laws of community development. Given the objective
laws of community development, today's needs can be
met in such a way. That would not threaten the future
of future generations.

Sustainable development is the development of
such a system, which provides community economic
development and environmental protection in the
interest of human well-being, growth and quality
of life and the right of future generations to benefit
from reversible quantitative and qualitative changes
maximally protected by natural resources and

environment.
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Among the many factors that ensure sustainable
development are:

Sustainable development of the economy -
implementation and expansion of the Green Economy
in order to ensure ecological peace; sustainable
development as an economy of nature, education for
sustainability.

Each country, each region may have its own model
of sustainability. In this respect, sustainability implies
concepts and categories such as peace, democracy,
Justice and so on. Under sustainable development,
they will acquire a qualitatively new load.

Their main characteristic will be the harmonization
of equality between global and local, universal and
ethnic. Ensuring sustainable development requires
changing world economies and demographic policies.
As well as reevaluating raw values, even refusing
some of the existing rules of life. These demands are
fueled by the ecological revolution, which stands
firmly against its earlier agrarian and industrial
revolutions and is seen as a major social factor in the
history of mankind.

At the same time, sustainable development, because
of its universality, may itself become a regulatory
mechanism between nations and states.

Education for Sustainable Development aims at
involving young people in the process of providing
sustainable development goals and mechanisms for
their fulfillment and developing a new society with a
new vision, forming the next generation of informed
and responsible people.

KEYWORDS: Sustainable Eco-

peace, Environment, Ecological Economics, Social

development,

welfare
J.E.L. classification: 01, Q0, Q5.
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MILLENNIAL GENERATION - THE MOST
INFLUENTIAL
CUSTOMER OF THE FUTURE

SUMMARY

Generational  relationships, their  views,
similarities and differences has always been an
interesting topic, this time we will discuss all of this
in marketing and will characterize the generation
that is the most influential in the 21st century. In
order to be able to communicate effectively with
their clients, business representatives must take
into account the differences between different
generations. Otherwise, companies and brands will
be at risk of losing customer loyalty, especially with

millennials.

The generational theory helps us to identify the
priorities of different generations, according to
which people are born with new values about every
twenty years that are significantly different from
their parent’s values. Generational theory was first
introduced in the 1990s by American researchers
William Strauss and Neil Howe. According to
their theory, the differences between generations
are much deeper than the problem of "fathers and

children." People of one age are united not only

82

by the common historical context, but also by the
system of values that has shaped it. Most interesting
to us is the generation of those born in 1981-2000,
who are called “Millennials”, otherwise referred to
as the Generation Y or simply Gen Y.

The topic is about exploring the Millennial
Generation as the most influential generation
and the future user’s desires, views, attitudes and
actions that are of great interest to any company or
enterprise in marketing point, since this generation
represents a large group and now the fortune of
many companies depends on the desires. We’'ll
get acquaint Millennials as a free and innovative
generation who are always ready to be the focus. We
will discuss the role and impact of technology and
social networks on their lives. In addition, you will
find the research conducted by the USA advertising
agency “Moosylvania”, about Millennials attitude
towards brands, conclusions about what is needed
to get this generation’s attention, what do they
expect from companies and how do they become
their friends.

The millennials are not only the largest generation
in the history of mankind (their population is 75
million worldwide), but a kind of social group
that allows for generalization, especially in this
generation, slowly emerging autonomous micro-
generations. The amount they spend annually is $
170 billion. Companies that sell goods and services
need to develop a range of marketing approaches
to become the preferred brand of the Millenial
Generation as a key target group. For this, it is
necessary to create not just standard ads, but to
become their friends. Why should you befriend the
Millennials? Because they have power.

This survey focuses on different topics -
Millennials in the modern world, personal finance
and employment, stress and social media, attitude
towards the brands and advertising, also other
topical issues. So we will discuss all the important
issues and beliefs in modern society, On the example

of both foreign and Georgian millennials.
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The term BRIC (Brazilian, Russian, Indian,
Chinese) was introduced decades ago, combining a
generation that comprises about 40% of the world's
population, which will be the main market power
in the future. The BRIC (Brazilian, Russian, Indian,
Chinese) research report is the result of quantitative
and qualitative research by JWT Intelligence
throughout the year. Especially for this report, for
quantitative research in Brazil, India, China and
Russia has used online tools owned by SONAR
s and JWT's. Totally 1,640 BRIC Millennials
participated in the study.

In Georgia The survey included 180 Georgian
Millennials. We used quantitative research, depend
on questionnaire of JWT Intelligence. The results
are compared to foreign millennials, where is a
great similarity despite the national differences.
The percentage of millennials in almost all
countries is similar (27-30%). Based on the received
information, we have created a special profile for
Georgian Millennials, where we described all the
important characteristics ranging from education to
personal relationships.

Many clear diagrams or charts are used in the
topic, which can be taken into account, both in
practical and theoretical terms, by any marketer
or person who is interested by this topic. The
work in the Georgian scientific space is a novelty
that interests not only young people, but also
representatives of other generations. Like their
peers around the world, Georgian millennials
are more optimistic, uniquely nimble and have
the entrepreneurial ability, they are easy to use
technologies and naturally civic minded. Despite
the fact, that millennials are inclined to spend,
most of them agree that spending wisely is more
important than earning lot of money. They are used
to express their opinion about any topic on social
media, they are active and always online. Internet
is the main space for them to learn, shop, get new
information and even have friends. Millennials feel

a responsibility to leave better living conditions for

future generations. They are committed to taking
responsibility for creating a better environment,
taking care of, protecting and living in a better
world. Finally, we can say that the Millennials are
not only the largest generation in the history of
mankind, but also a kind of social group that allows
for generalization.

KEYWORDS: Generation Theory, Millenium
Generation, Values, Brand, loyalty

J.E.L. classification: M0, M3, D4
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Introduction

Tourism industry plays the main role in countries
economic development first of all it is the fastest
growing industry and it takes part to fight against
unemployment. Tourism is main player in international
trade. Tourism consists from leisure and business
traveling as well. Tourism has significant share on
GDP (gross domestic product). According to WTTC
tourism generates 10.4% of world GDP. During 2018
year, to compare with global economy there was 3.9%
growth in tourism industry.

Every tourism destination hasresources (attractions)
that should be take into considerations when planning
places. Development of tourism can create positive
impulses for local tourist companies. This is new
opportunities for investors. New workplaces are
main weapon against unemployment. Employees in
tourism are learning new skills and they really know
how to develop their future career. Tourism helps local
entrepreneurs to explore new international, regional
or local markets.

Main Part

The market of tourism is sharply becoming very
competitive for tourism destinations. Destinations
have to be very innovative, original and different.

That’s why destination management is the main object
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of research. When studying Destination management
it is very important to emphasize the role of marketing
approach in collaboration with participants to attain
main objectives.

The word destination is originated from Latin, it was
used as a meaning of final point of traveling (Hitrec
1995:96). Tourism destination has become crucial
point of modern tourism. In early years of development
of destinations as a research objects it was defined as
an urban extended zones (Gunn 1972:25). Modern
approach of tourism destination is different from its
early definitions. Tourism destinations are linked
with places and areas that have geographical features.
Tourism destination is the part of area that has real
tourism attractions and linkage with other attractions
(Kusen 2010:412). To sum up tourism destination is an
administrative or geographical area visited by tourists
that has certain attractions. According to UNWTO
destination management is assemble of elements, that
blends separate elements such as service, training and
business support. Tourism destination has clearly
defined borders; Tourism destination has different
characteristic that depends on a place; Tourism
destination is impossible imagine without locals that
are ready to be involved in development of place.

Nowadays visitors are increasingly interested in
experiences that are more active and creative than

cultural. They are not content simply to view heritage
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sites or museum collections in a static way and
therefore welcome dynamic interpretation. They may
want to participate in festivals and carnivals rather
than watching from the sidelines. They can learn to
cook dishes and make wine as well as consuming
them. Today this new kind of “spiritual” destinations
in tourism industry is very popular.

Destination management requires involvement and
cooperation of all game players within destination. In
accordance with modern approaches in destination
management, destinations will be not demanding

if they do not manage their products and services

properly. There is no need to have well known
attractions like Big Ben or Pyramids, it is very
important to have attractions managed wisely (Cotler
et al., 2006:112) but countries with good reputation
are the most desired.

In according to world economic forum people
from Spain Germany and Japan are the most traveler
nations. Moreover, the most desired countries are:
Spain, France, Germany and Japan (chart 1). 32
million tourist visits Barcelona during the year.
Tourism industry participates in formation of Spain’s
GDP by 5 %.

Chart 1
Most desired Destinations during 2019 year
Travel & Tourism Competitiveness Report 2019
. Global Average: 3.8

seain 1 [ 5.4
Fance 2 [ 5.4
Germany 3 — 5.4
gy 5.4
Unitea states 5 5.3
United Kingdom ¢ | 5.2
avsraie 7 | 51
ray o 51
Canada o [ 51
swizenana 10 [ 50

Forum

i Economic

Source: www.weforum.org

In according to Georgian National Tourism
Administration to compare with the November of

2018 and 2019 years, the amount of international

travelers increased by 12%. During 2019 year Total
amount of visitors in our country were 8 690 352 this

is the 7.2% more than last years dates. (see table 1).
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Table 1

Dynamics of international travelers November 2018-2019 year

Country 2018 November 2019 November Difference
International Travelers 598.312 670.122 12.0%
No-tourist Visits 112.993 126.946 12.3%

Source: www.gnta.ge

During 2014-2019 years Georgia received incomes from international travelers during I, I, III, IV quarts
of the year (see chart 1).

Source: www.gnta.ge

Chart 2
Incomes Received By Tourism in Georgia
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Table 2

Amount of Money Spent by Tourists with International Cards in Georgia

2015 2016 2017 2018 2019

Total 1,459,116

1,624,808 2,059,729 2,136,848 1,798,960

January

88,957

111,536

152,896

135,197

163,465

February

83,525

107,367

140,168

122,764

149,670
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March 106,872 122,461 167,715 152,997 183,644
April 118,105 117,744 160,454 149,540 | 200,587
May 131,895 130,493 165,049 170,825 | 232,210
June 116,854 122,996 165,053 189,958 | 253,181
July 124,635 147,615 203,899 | 232,512 | 299,040

August 135,821 169,613 212,009 | 247,455 317,163

September 157,846 162,477 | 286,612 | 207,708
October 143,184 159,102 146,134 193,933
November 136,216 128,230 127,578 162,458
December 115,207 145,175 132,163 171,501

Source: www.gnta.ge

According of dates shown on Table 2 and Chart 2,
there is increase amount of money spent by tourists
in Georgia. That is the one point that can help to

accumulate tourism income in the country.

Concussions

To sum up tourism plays significant role in
modern economic development. Rising amount of
international visitors in Georgia increases interest
towards on tourism business. Globalization is the main
object of tourism development. Tourism destination
are important part of tourism development. Wisely,

planed destinations are desired places to visit.
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TOURISM DESTINATIONS AS A PART OF
ECONOMIC DEVELOPMENT

Tourism industry plays the main role in countries
economic development first of all it is the fastest
growing industry and it takes part to fight against
unemployment. Tourism is main player in international
trade. Tourism consists from leisure and business

traveling as well. Tourism has significant share on
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GDP (gross domestic product). According to WTTC
tourism generates 10.4% of world GDP. During 2018
year, to compare with global economy there was 3.9%
growth in tourism industry.

Every  tourism  destination  has  resources
(attractions) that should be take into considerations
when planning places. Development of tourism can
create positive impulses for local tourist companies.
This New

workplaces are main weapon against unemployment.

is new opportunities for investors.

Employees in tourism are learning new skills and
they really know how to develop their future career.
Tourism helps local entrepreneurs to explore new

international, regional or local markets.
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Analysis of recent investigation and publications.
Review of domestic and foreign sources shows that
there is no unambiguous of the concepts of risk and
the essence of its content in the scientific literature.

The concept of "risk" is already found in the works
of representatives of early classical political economy
of D. Ricardo, A. Smith, J. Mile. Further more deeper
these concepts were considered by F. Knight, JM
Keynes. The investigation on the nature of the risks
discovery of their causes and classification was
performed by A. Marshall, J. Schumpeter, Y. Brigham,
L. Gapensky, S. Hughes, G. Kleiner.

In the process of analyzing the nature of risk the
direct relationship between risk and profit becomes
evident. According to J. Mill, D. Ricardo, and A.
Smith risk is a mathematical expectation of losses
that can occur in the conditions of choice and profit
must include a recompense for risk (Ricarddo, 2016:
406). The development of trade, manufacturing and
logistics has fastened the terms securely "profit",
"capital" and "risk" from entrepreneurs of that era but
risks were often regarded as a fear of objective reality

and sources of adverse events.

A. Marshall in his work "Principles of Economic
Science" (Marshall, 1920) regarded the causes and
risk factors in the context of supply and demand.
And for that to happen he divided the risks into
entrepreneurial ones, driven by fluctuating markets,
increased competition, technology development and
personal risk that only extends to the borrower.

Supporter of the 19th century German Classical
School. J. von Tiinen, directly related the value of
entrepreneurial income or "gain" with entrepreneurial
risk (Tyunen, 1857).

J. Schumpeter linked entrepreneurial activity to
the "dynamic uncertainty" which is generated by
the continuous development of the "economic and
political" environment and scientific and technological
progress (Schumpeter, 2010: 22).

The most comprehensive study of risk as a major
component of the entrepreneurial function was
performed by American researcher Frank Knight. He
offered a fundamental justification for the relationship
between risk and uncertainty in his work, "Risk,
Uncertainty and Profit" (Knight, 2009).
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The main results of the research.

The legislations were adopted in Ukraine in the
1920s which contain the characteristics of industrial
and economic risks, but by the mid-1930s, the risk
category was declared a "bourgeois concept.”

The risk-taking attitude was changed by the
Ukraine's

declaration of independence in 1991. Business entities

transition to market relations after
had to take into account many variants, characterized
by high uncertainty of possible deviations from the
intended trajectory.

Risks and high levels of business activity are
typical for any country. But they are especially
relevant for Ukraine in the conditions of instability
and information uncertainty.

There are different approaches and opinions in
domestic and foreign literature for the determination
of the nature of the risk category. This is explained
by the complexity and versatility of this phenomenon,
its using in the describing different phenomena, the
imperfection of formulating measures that promote
the using of risks in business practice and management
(Posokhov, 2014: 89).

The review of definitions of the concept of "risk"
shows that the analyzed concept is multidimensional;
it is much researched and actively developed. This is
due to the high relevance of the risks in the current
conditions of development of the world economy and
the Ukrainian economy in particular, which has not
come out of the stage of permanent crisis for many
years.

Theoretically, the concept of "risk" implies the
possibility of events in case of which there is a
possibility of adverse outcomes. This term has many
meanings in the existing sources, for example: risk is
an unwanted event that may or may not occur; risk is
the cause of an unwanted event that may or may not

occur; risk is a statistical indicator of the likelihood
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of an adverse event occurring; risk is a concept that
means the fact that a decision is made under known
probability conditions ("decision in risk conditions")
(Algin, 1989: 65).

The risk is possible only in case of uncertainty. A
risky situation means that uncertainty must be made
known in advance. Risk Awareness is very important
in balancing the risk situation and the activity. The
better the awareness of alternatives, the greater the
chances of success.

All definitions of the category named “risk” can
be divided into three groups. The first group includes
the definition of where the risk is considered as the
level of loss or other negative impact. The second
group focuses on the probability of deviation from
the planned results, the possibility of its qualitative
and quantitative assessment. In the third group risk
is shown as the activity of the risk carrier; actions in
an uncertain environment aimed at maximizing profit
margins; opportunities to create and take advantage
of competitive advantages in the uncertainty of all
market players.

The definitions can also be divided by objective
and subjective understanding of risk. An objective
understanding of risk means the possibility of realizing
both a favorable and unfavorable risk situation that
is independent of the desire or awareness of the risk
carrier. In other words, uncertainty is an objective
characteristic of the environment of the risk carrier.

Based on the analysis of scientific achievements
we can propose a new definition of the concept of
"risk". It means that risk is a scientific category which
due to the influence of uncertainty contains the risk of
underperformance or loss.

The source of risk is the uncertainty in the
movement of the organizational and economic
system. Risk exists independently of the will and the
relationship of the risk carrier to the risk situation..
The actions of the risk carrier are only a reaction to the

objective changes of the external environment, which
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occur independently of him and personal attitude is
characterized by the personal competencies, character
and emotional state of the decision-maker.

Among all kinds of risks, environmental risk
deserves special attention. It has a specific nature
and must be considered at all levels of government,
because it is influenced by all economic entities,
production processes, and most importantly, society.

There are several definitions of environmental
risk. In the United States, for example, environmental
risk is two-component and includes the possibility
of an undesirable environmental event and also the
potential losses from that event. The latter is credited
with a level and in compliance with this way, risk is
defined as the product of the probability of an event
at its level.

According to the interpretation of Yaili E.A. (Yayli,
2006: 17) environmental risk is the risk of dynamic
equilibrium disturbance in ecological systems, which
leads to changes in the characteristics of their abiotic
and biotic components, as a result of natural processes
or anthropogenic activity, and the ecosystem is
restructured into a state with new properties.

Generally , the concept of the risk of environmental
systems is related to sources of internal and external
influences some of which are directly dependent on
human economic activity.

An

development of Ukraine is to ensure growth with

important condition for the sustainable
maintaining environmental equilibrium. However,
at present, industrial enterprises do not sufficiently
take into account environmental factors and their
possible consequences in their activities. According
to DSTU 2156-93, environmental risk is considered
as the possibility of the negative effects from the set
of harmful effects on the environment (ACTY 2156-
93, 1994).

Depending on the extent of the impact and the
consequences of the risk, emergency and systematic

environmental risks are considered. Emergency

environmental risk is a situational quantitative
characteristic of an environmental denger that takes
into account the consequences of its implementation
thatare caused by anthropogenic environmental impact
and is manifested in the form of damage to recipients
at a certain frequency. Systematic environmental risk
is a situational quantitative characterization of the
environmental danger which is taking into account
the consequences of its implementation that are
caused by a systematic anthropogenic impact on the
environment and are shown as inflicted with a certain
frequency (probability) of damage to the recipients
(Lishenko, 2014: 28-29).

In the theory of risk are widely used concepts
such as individual and background risks. Individual
environmental risk is a risk that is usually identified
with the possibility that a person during his or her life
fills a negative environmental impact. It characterizes
the environmental danger at a particular point in
the space where the individual is located that is the
distribution of risk across space. Background risk is
due to the presence of effects on the nature and social
environment of human habitation (Lishenko, 2014:
33).

Depending on the source of the danger, the risks
associated with the devastating impact of the forces of
nature and human activity are distinguished. The first -
natural, the second anthropogenic risks. Natural risks
include: atmospheric; geological; space; biological
and more.

In the area of environmental management, the risks
that are combined with the concept of "environmental"
are divided as follows:

- risks of environmental pollution during the
production, storage and use of chemicals, including
fertilizers;

- risks of environmental pollution due to the

emission of danger by-products of production;
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- risks related to urbanization processes;

- risks of natural disasters and disasters.

Environmental risks include the risks associated
with environmental pollution and the liability of the
entrepreneur for the damage caused by production
activities. They distinguish the risk of impact on the
business object its and the infrastructure, as well as
the permanent risk, accumulated one and one-time
risk.

Classification of environmental risks can be done
on the basis of localization of adverse events, sources
of their occurrence, nature and exposure of pollution,
a form of compensation for negative consequences,
etc.
the state of risk is a natural

phenomenon, relatively short-lived and one that

For nature,

passes quickly in the overall functioning of specific
natural processes. For humans, environmental risk is
determined by a potential disruption of established
trends in the development of natural anthropogenic
and anthropogenic systems. The anthropogenic-
ecological risk is created by the person himself, often
unintentionally.

Environmental risk is characterized by the
following regulatory levels (Orel, 2014: 84):

- acceptable environmental risk. Its level can
be justified in terms of both environmental, economic,
social and other problems in a particular society and
at a particular time;

- the maximum permissible environmental
risk. This is the maximum level of acceptable
environmental risk. It is determined by the totality
of adverse environmental effects; should not be
exceeded regardless of the interests of economic or
social systems;

- critical environmental risk is a minimum

acceptable level.
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In practice, the need to identify and take into
account environmental risk is due to the fact that it
exists in any territory. Environmental risk must be
taken into account at all levels, from local to global.
Since the thresholds for the influence of many factors
are unknown, the calculation should be multivariate
and probabilistic. Both potential and actual risk
should be considered. Not only in normal conditions
of production, but also in the event of an accident,
the risk to the environment and human health must be
distinguished.

Features of environmental risks include:

- the necessity of taken into account the
requirements of environmental legislation in their
accounting and evaluation;

- variety of their effects, affecting not only the
property of the enterprise, but also on people, animals,
plants;

- the possibility of not only direct but also
indirect consequences;

- availability of limit values for pollution, after
which catastrophic consequences can occur;

- territorial  location and possibility of
transboundary transfer of pollution;

- the possibility of long-term nature of the
impact of pollution;

- high capital intensity of protective measures
and the need for long terms for their implementation;

- activities that are ineffective in the short
term can be effective in the long term, and the effects
of their implementation may be observed in other
industries or in other regions. In addition, the effect
of implementing an environmental measure cannot
always be measured in monetary terms.

Environmental risk assessment methods are
consistent with general risk assessment methods but
have specific characteristics. A quantitative approach
can be used but when the decisions are making that
take into account the interests of individuals, groups

and organizations, during the threat of environmental
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risk the disadvantages of using quantitative assessment
are obvious. Public life requires the introduction into
practice of managing more relevant modern models.
These include the use of an integrated approach that
allows to distinguish two types of risk, the first one
is rational (justified) and the second is irrational
(unjustified). The integrated approach allows the using
of three interrelated parties: quantitative, qualitative
and axiological.

Taken advantage by the discounting process, you
can judge the benefits and harms distributed over
time. The right consideration of the time factor allows
a reasonable allocation of funds and limits for the
introduction of innovations with environmentally
acceptable characteristics (Orel, 2014: 60).

Conclusions.

Environmental risk means a probable event and if
it occurs would have environmentally adverse effects.

According to the source environmental risk is
divided into natural and human risk. Environmental
risk is potentially affected not only by the natural
environment but also by the enterprise's fixed assets
and public health. Risk management needs to be taken

into account to minimize it.
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OVERVIEW OF APPROACHES
TO DEFINITION OF RISK AND
ENVIRONMENTAL RISK
SUMMARY
Successful entrepreneurial activity is usually
teetered on the edge of preserving and expanding the
rate of profit over time that are accompanied by the
necessity of using the elements with a high degree
of uncertainty and taking into account the risks
the implementation of which is accompanied by a
rapid increase of negative consequences during the
irregularities of the expected functioning of business
processes. According to this the research of the concept

of tisk'and Environmental risk'ls very relevant.
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THE “UNITY-BASED COMPLETENESS
SECIRITY” OBTAINED THROUGH THE
ECONOMY AND “PATRONAGE”

(according to new ethnographic materials)

SUMMARY

The demand for an economically stable existence
is still growing in the traditional family-collective
farms, created in accordance with the traditional
approaches and attitudes. We address the issue of
the attitude towards customs and traditions of the
economy/ social reality” in the various Georgian
communities, based on a comparative analysis of
materials that have been found and already been
known over the last ten years (We will compare
the materials available in the scientific literature
and materials that we found in different historical-
ethnographic units of Georgia during the past
quarter-century).

The economy, as is known, is a combination
of activities associated with the production,
distribution and consumption (Mankiw, 2008).
Central to the creation of a strong economy/"unity-
"guide
Sound management

based completeness security" was to
the economy properly".
and application of natural resources, and the
organization of consumer matters of the “complete
economy” played an important role.

From the economic standpoint, sustainability is
linked to: the tradition of hospitality and feast; the
reality reflecting the management and “material

and domestic order” and other reality.
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Ethnographic materials confirm commitment
to hosting guests throughout Georgia, both in
terms of room size and other features of daily
living. Ethnographic material: the “guest houses"
“full of firewood and nonperishable products”
such as: cheese, flour, salty butter, honey. Today,
a special part of the residential complex in Adjara
is a "living room"; “A Megrelian man who does
not want to host guest is a “beggar”. In Samegrelo,
when constructing the house, the largest “room”
is proof of hospitability. Everywhere in Georgia,
hospitality is indicated by expressions as follows:
"Guest is a godsend"; "The family laughs when you
have a guest”; "The head of the family would offer
a guest his chair’.

The most important traditional rule of Georgians,
such as hosting the guests, has been accompanied
by feast reflecting the faith-based rituals and
actions. Such kind of "social action" is part of all
Christian and folk rituals. According to the accepted
explanation, religion is a belief that the wholeness
of the existence encompasses an imaginary or
significant objective environment (R. Topchishvili,
K. Khutsishvili, R. Gujejiani, 2010). Accordingly,
“the

communion with the blood and the flesh/Eucharist

first Christian communion with feast/
has been an important element of worship since the
time of the apostles. It was also called “sharing the
bread”. During the feast, the mandatory element of
a "communion" of the guests and hosts with Christ
was wine - the blood of Christ, and the bread - the
flesh of Christ. In folk life, due to the influence of
Orthodox Christianity, there is also exactly the same
interpretation, though bread has a much broader
meaning as well. The term "bread-and-wine" is still
used to define the feast throughout Georgia; the
term "bread-and-salt" is also confirmed. The bread
also symbolizes other foods needed for the feast
reflecting symbolic, stereotypical collective action,

while salt means salty, that is to the salty, abundant,
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heartfelt. Expressions, such as: "salty work"; "salty
word"; "season your grace with salt". Ethnographic
material: “With bread and wine person takes
communion with Christ. There is no greater grace
for the host and guest".

The

/"defense” and the quest for community needs in

'unity-based = completeness  security”"
Georgia were provided by the "indivisible large
families". In this large, indivisible social society, an
equitable division of labor by "the head (man) of
the family and a woman, was the basis of economic
prosperity". This is evidenced by ethnographic
materials of all Georgian communities of all
periods. Bolnisi ethnographic materials:: the family
head woman/’family reviver woman”, “a woman
returning the family back”, together with the head
(man) of the family, she is strapped round the family
like a belt” (We have confirmed the terms indicating
the family head woman in 2019 during the Bolnisi
ethnographic research expedition); according to
Adjarian materials, when meeting with a daughter-
in-law, touching her with a honeyed hand meant
the sweetness, and the sweetness in turn was equal
to unity. This undoubtedly had conditioned all
kinds of family strength”.

“Patronage” as a form of traditional and
collaborative consumption is known in different
communities of Georgia by various names, such as
“Nadi”, “Mamitadi” and others. Economist Yoram
Ben-Porath, writing about the welfare guarantees
for the family and each of its members, identified
collaborative ~ consumption and  emotional
relationships as the important factors. Economic
benefits and emotional relationships are two
important factors that play a major role in most
(Menabdishvili  (2017).

plays a crucial role in the family’s economic well-

families “Assistance”
being when performing works becoming tradition
Assistance in work, along with more or less material

readiness meant "human dignity and fair name"

(narrator, J. Khetsuriani, Utskheri. 2017); this is
confirmed by a work song recorded during the
Bolnisi ethnographic research expedition (narrator,
Kveshi, J. Urumashvili).

The excessive development of individualism,
travel for a job abroad and other actions have
resulted in the deserted villages. Consequently, the
tradition of these targeted collaborative actions in
the rural community had become rare.

Recent socio-economic changes implemented in
the country have radically changed the traditional
way of life, leading the accepted system of values
to the verge of destruction. However, the material
needs reflecting the human desire and economic
well-being are still remain priority issues.
Traditional rituals and faith-based incentive-driven

actions can again be the determinants on this path.

KEY WORDS: Economy, ”social reality”,
“family  farm”,  "unity-based = completeness
security"/“material ~and  domestic = order”,

“patronage”.
J.E.L. classification: NO, N8, D1
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Introduction

For almost all developing countries, growth of

export is a major factor in economic growth and
development in general. In doing so, they manage
to use of their resources and advantages better.
Naturally, different countries use the special
programs for production and supply of export
products for this purpose. Due to the geographical
location, it has always been the center of
international trade and an important transit artery
for cargo movement. An important role of foreign
trade of Georgia was conditioned by its existence
on the trajectory of the Silk Road. The Silk Road
is the transcontinental trading-caravan route,
which connected China with the Mediterranean
and Black Sea coasts. This route led the caravans
loaded with silk to the countries of Asia Minor and
to other European countries from there. The gems
from India and Pakistan, furs from Russia, gold
and silver from Turkey, etc. used to be brought via
the Silk Road. In turn, countries of the Asia Minor

and Europe, including Georgia, offered their own

manufactured goods to the countries of Silk Road,
which were taken by the Europeans to the opposite

direction.

Dependence on export in different periods

According to the historical sources, trade and
exchange in the Caucasus and, in particular, in
the valleys of Georgia should have been highly
developed in the 11th and 7th centuries BC, the
inhabitants of highest places of the Caucasus were
also forced to come to the valley, for example to
buy salt. Besides domestic trading, the foreign trade
was also highly developed in Georgia. The goods
were brought from India to the Caspian Sea and
taken to Kartli via the sea. Where it was impossible
to navigate, the goods were taken in Kvirila Gorge
to Shorapani and brought to the Black Sea by boats.
The goods were sent to the West by the sea. Thus,
the export-import of various goods was considered

as usual occurrence. Strabo and Xenophon have
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provided very interesting information. Strabo notes
about Georgia of that time: “... it is a rich country
that can very often be inhabited and indeed, Iberia
is well populated mostly by cities and boroughs
in the manner that we come across the tile roofs
and apartments and markets, as well as the other
public buildings built in accordance with the rules
of architectural art”. (History of Georgia, 1990: 36)

Ivane Javakhishvili points out that the Georgian
tribes of that period produced ores, utensils and
weapons not only for themselves, but also for sale
in distant lands like Tyre. (Javakhishvili, 1951: 23)

In Western Georgia we come across the spread of
Drachms and Tetradrachms of Alexander the Great,
which was rare in Eastern and Southern Georgia.
However, the Macedonian silver along with gold
were spread in both - Western and Eastern Georgia.

Trade in Georgia reached a high level of
development in the epoch of King Tamar. During
this period, the level of development of agriculture
and craftsmanship created favorable conditions for
trade. Domestic and foreign trade was developed.
Production of clay, copper, gold and silver utensils
was particularly developed that exported to
other countries. During the reign of King Tamar
Georgia had close trade relations with neighboring
countries, Arabia and Byzantium, as well as with
other states. Various types of textiles were imported
from Muslim countries to Georgia (Metreveli, 1991:
56).

In the middle of the period of Feudal system,
Georgia has been one of the key nodes of the world
caravan trading and ensured the international
trading between the counties of East and West of
the world, both by land and sea. It is known from
history that there was a large warehouse terminal
for storing goods brought from the Black Sea

coasts in the Residence of Tao-Klarjeti — Artanuji.
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The construction materials, metal, ploughshare,
wool, leather and other goods were sold on the
Georgian market at that period. The wool, cotton
and silk fabrics, clothing, carpets, jewelry and
ceramics were exported from Georgia to foreign
countries. From foreign countries, especially from
the east, Georgia was supplied with ointments,
horse harness, precious metals, steel, sugar. The
textiles, royal and church items were imported
from Byzantium, “Pharna” from Armenia, wool
from Egypt, etc. The royal government of Georgia
actively promoted trade, by creating appropriate
infrastructure (construction of roads and bridges,
caravanserais and ostleries for trading), because
trade was an important source for state power and
revenue.

A lot of money was circulating in Georgia
in XII-XTII centuries. The events taking place in
the foreign policy contributed to the development
of foreign trade in Georgia that was related to the
Crusades in the Middle East, which greatly affected
the trade of Muslims and Byzantines. Following the
defeat of the Arabs and routing of Byzantium, the
role of European, and especially Italian, merchants
increased. As it is known in history, Georgians
expanded their borders during this period and
Georgia became the leading state in the Middle East
and consequently expanded its trade area. Georgia
established close trade relations with Venetian
merchants. With development of navigation in
the late 14™ century, the Silk Road gradually lost
its former function. The machine manufacturing,
development of maritime transport and subsequent
rail and motor transport have completely changed
the geography of world trade. During the reign of
Erekle II, significant reforms were implemented in
the field of finance and budget. Erekle considered
trading as one of the sources of the economic revival
of the kingdom and pursued a policy of stimulating

the latter. For example, merchants who played a
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significant role in formation of the revenue budget
were relieved from the “duty troops” service.
(Chikhladze, 1999:43).

The main imported goods from according to the
book of Thbilisi Customs Deal" established in the
XVIII century are the following: different types of
brocade, “Bagrasta”, “Landara”, broadcloth, silk,
cotton, “Khamkhalati”, furs, wool, various petty,
dried fish, “Gulakburi”, salmon, sturgeon, rice,
melted butter, honey, fat, “Khushkabari”, olive
oil, salt, melon, watermelon, cucumber, alum,
iron, horseshoe, indigo, button and copper, rubia,
tobacco, leather. The above goods were brought to
the city by camels, horses, bulls, donkeys. The levy
was mainly based on this.

There were customs in the Georgian cities of the

late Feudal epoch. They were not only collecting

customs duties but also checking the imported and
exported goods. All unauthorized goods had be
seized by confiscation. The customs officer letting
the unauthorized goods pass was paying a hefty
penalty in excess of 7 times the value of the banned
goods. (Meskhia, 1982:457)

Itisinteresting thatany kind oflevy (taxable value)
was evaluated by two Chancellors (“Mdivanbegi”),
administrative and military officer (“Mouravi”),
vicegerent and two representatives of merchants, at
the same time, collection of the customs duties was
leased to the individuals.

The system of taxes in late Feudal Georgia did
not exclude the self-conceit of the customs officers,
which further exacerbated the customs burden and
negatively affected the development of economic

relations.

Table
Customs duty on some types of goods
Amount of customs duty
By the Bv th
Type and quantity of goods imported or statute By %’ 1t7§ 63t;}1{tute
Ne exported of 1639 | ,Dasturiamala” | ° (Kop)
(Kop)
1 | Rice 0,5 - 1 Kop
Melted butter, honey, fat, “Khushkabari”
2 (“Sapalne”), at about 147 kg. ! ! 1'b, 1£(2,5Kk)
3 | Horseshoes and nails and iron (“Sapalne”) 1 - -
4 | Melon and watermelon (“Sapalne” - - 1
5 | Fruit (cartload) - - 1
6 | For every 100 sheep for sale 10 10 -
7 | Cheese (“Sapalne”) 0,5 - -
8 | Salt (“Sapalne”) 0,5 0,5 1
9 | Cotton (“Sapalne”) 2 2 -
10 | Tobacco (“Sapalne”) 2.5 0,5 -
11 | Silk (“Sapalne”) 5 5
12 | Brocade ,Bazirgani” goods (“Sapalne”) 25 0,5 25
13 | Fish (dried, salmon, sturgeon) (“Sapalne”) 2 2
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14 | Cucumber (“Sapalne”) - - 4 pieces
15 | Leather (“Sapalne”) - - 2
16 | Rubia (“Sapalne”) - - 1
17 | Salt 0,5 0,5 1

Establishment of customs duties in Tbilisi:
Meskhia, 1982:328)

1. Daghestani people did not pay taxes on the
export of Burka, broadcloth, “Sharuli” but if anyone
buys their goods and exports them anywhere, they
pay the duty in amount of 20 kopeks per Burka and
the amount of the customs duties for the guards
depends on the amount of “Sapalne”.

2. The customs duty for exported trousers
consisted of 2.5 kopeks, and the tax in favor of
the guards was paid in the light of the number of

“Sapalnes”.

3. The customs duty in amount of 1 Ruble
was set for exported honey, butter of cow milk and
fat, while the amount in favor of the guards consists
of 30 Kopeks.

4. The customs duty for the exported furs
was the single part of the duty, while the amount
of tax for the guards depended on the amount of
“Sapalnes”.

5. The customs duty for the imported
“Sapalne”, underfur consists of 4.6 Rubles and the
tax belonging to the guards.

Georgian educationalists and patriots of
XIX century were distinguished by special approach
towards the need and importance of export. Turning
Georgia into a Russian colony has dramatically
changed the situation. Russian customs policy in
Georgia served more political goals than economic
ones. Since 1831, Russia has introduced a special

provision on the “settlement of trade and customs
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in the Transcaucasia”. This document abolished
payment of the “Rakhtar” (customs duty) on import
of goods, which gave the Russian products a greater
advantage over the Iranian and Turkish products on
Georgian market. Russia has also imposed a "special
fee" on the taxpayers and travelers coming from
Georgia to Vladikavkaz and vice versa, which was
paid by Armenians and Georgians only. This kind
of customs duty was very hard to pay by people
with less opportunities. (Gugushvili, 1979: 42)

The choice between protectionism and the
development of free trade in Georgia is historic
and originates from the 80s of XIX century. Ilia
Chavchavadze first responded to this topic and
gave preference to the open market. He said: "It is
better for the country, for everybody, to have the
equally open market to buy everything from those
who have better and cheaper goods without regard
to whom you are buying from” (Chavcahavadze,
1987:56)

Ilia Chavchavadze considered participation in the
international division of labor as the precondition
of success in development of Georgia. Although the
protectionist policy was favored in the Europe of
that period, according to Ilia “it was doomed and
rejected by the science” (Chavcahavadze,, 1956:322)

Ilia believed that the penetration of Georgian
products into the Russian market would have an
impact on the Georgian economy and prestige: “It
is our state interest the landowners to choose this
new path and direction, prepare for Russia what
Russia does not have and take what Russian cannot

even sell off”.
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Ilia Chavcahavadze believed that trade does
not create wealth, but points to the major role of
commodity circulation in development of society,
distribution of goods and the transfer of goods
produced through it to consumers. Ilia was the
follower of free trading and believed that the
exchange of goods should be exempt from customs
duties and taxes. He is against of "protectionism".
If such a policy is designed for the long term, it is
lost from the very beginning. Ilia considered us to
enjoy a comparative advantage and export to Russia
a product we could produce cheaply and import
bread that would cost us a lot of money to produce.
(Tsetskhladze, 2018: 442)

Niko Nikoladze is cautious about his attitude
towards foreign trade. If in the trade relations
between two countries, one has low education,
technological know-how and has no factories
and the other is higher in this respect, then the
first country will almost always bargain away its
products - raw materials and materials to the other,
which produces products from them and sells to the
first country. (Tsetskhladze, 2018:449).

N. Nikoladze, studying and analyzing the history
of Georgia, presented the reasons of interruption of
the socio-political and socio-economic development
of the country and accordingly provided us with
adequate recipes for their improvement. With
revival of the Poti port, Niko opened the window
to the future Georgia in the Europe. He has been
the head of the city Poti for almost 20 years; he has
increased its budget 10 times, making Poti a real
city.

He did his utmost to develop the Tkibuli coal
mine and the Kutaisi-Tkibuli railway section, to
raise Chiatura manganese production to industrial
and export levels to install the Shorapani-Chiatura
railway, thus facilitating the rapid shipment of

manganese and decrease of ots price.

N. Nikoladze, prior the prominent economists,
has put forward and substantiated the need for
moderate, specific intervention of state in economic
life at is of great methodological importance for the
modern Georgian state, as well as the thesis that
"until we have more (to be imported) than to be
exported - we cannot avoid slavery." (Shubitidze,
2013: 23)

In the following period, the Russian occupation
of Georgia deprived the country of independent
foreign trade. Georgian products were exported to
the USSR and vice versa, products produced in those
countries were imported to Georgia. The USSR,
headed by the Russian Soviet Federative Socialist
Republic used to export products manufactured in
its republics by itself and distributed the imported

goods from foreign countries to the allied republics.

Conclusion

Formation of foreign economic relations was
related to the development of the country. In a
rural relationship, we have an accidental nature
of foreign relations and chaotic attitude. Under
the conditions of late feudalism, there is already
an attempt to regulate export-import operations.
However, since the loss of independence in 19
century there is the conflict of interests between
Russia, Iran, England and Germany in Georgia. The
strongest, though, is the influence of Russia and its
presence in the orbit determines export incentives

and regulations.
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SOME HISTORICAL ASPECTS OF EXPORT
IN GEORGIA

Annotation

Formation of export potential in Georgia
was conditioned by various factors. Due to the
geographical location, it has always been the
center of international trade and an important
transit artery for cargo movement. An important
information about Georgia is given by Strabo
and Xenophon, which clearly show the level of
development of the country and the opportunities
for conducting trade operations. In the middle Ages
the role and importance of Georgia in this direction
has become even more important, and the period
of formation of the capitalist relations, as well as
the loss of independence of the country has been

marked by great contradictions.
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