E R ' l"l ﬂ ‘lp DOI: 10.52340/EKONOMISTI
DOI:10.36172/EKONOMISTI

EUROPEAN REFERENCE INDEX FOR THE

HUMANITIES AND SOCIAL SCIENCES e ISSN 2346-8432
p ISSN 1987-6890

JhMmeManbvn
EKONOMISTI

ﬁmlat/am/ &/Mtﬁo ’/f/(a/]t/aa/ Townal

2
2025

vMan — VOLUME
XXI



UDC33
9-49
03969 %9395b0030¢0l Lobgermdols Mdowrolol Lsbgwdfoxzm mboggMbo@g@o

3550 39938300l 93mbmdozol oblEodmGo

Ivane Javakhishvili Thilisi State University
Paata Gugushvili Institute of Economics

JbhMeManbvn
EKONOMISTI

2025
2

VMoN-vOLUME
XXI



“930260dobHo”, “Ekonomisti” N2, 2025

03569 %935b083000l Lsbgemdol 0doolols Lsbgmdfonem Mboggdliodgdo
3555 219 dz0ols g3mbmdozol 0bbBodEo

L59MHMsdMMHOLM BY3g6BoMYIPdsEO L8gEbogMm-sBsemo@ozm®o gm@bowo
Ivane Javakhishvili Thilisi State University Paata Gugushvili Institute of

Economics
International Reviewed Scientific-Analytical Journal

ERIHUAIE

EUROPEAN REFERENCE INDEX FOR THE
HUMANITIES AND SOCIAL SCIENCES

3990l 2009 ferol 0563M0sb ™M og9do ghombge,
2016 §erosb — 335MEs™do ghmbger

Published scince January 2009 once in two months,
Scince 2016 - Quarterly

69039300l Jobsdstoo: cdogrobo, 0186, 96039(LodIBOL J9bs 2;
Aow.: 599 970103.

Address: Thilisi, 0186, University Street 2 ,
tel. 599 970103.



“930260dobHo”, “Ekonomisti” N2, 2025

U5893609GMM-LoMgsdgom lsdFm

03Mbmdogol g3bogMgdsms mddmgdo, 3hmaglimMgdo:

505 5dgLsdg (09850 MYESIBHMMO), 0o 9656053300, 4030 dYEOLbsTz0wo,
090395 09M0dg, 30MmMA0 dYMWWSZs, ZobGBY dMMEMEOo, G935 A39wgliosbo,
935% amambos, M935H 393905, MIINE 39630, FMHTB 3Z3oMoEbgwos, 3oods
300953300 (/0 g360gMgdsms 53509800l 93509F03MLO), gurgwxs 99d3500330¢o0,
beagrmdmb 353000830000 (535099030m0), 3Es0TIH 353535 (539009003mbO), MBobyo
L505@08300, 5300060  Looasdg  (5350g803mL0), 5300b@o  Lvyesdg@0dy,
006006 BHbsdz0e0, 1MgodnMsD dgbageros, 3MMI 39M30dg, bMsd Foosbsgs (L/3
3936096 gdsms 535009300l 535009003MLO), gogH  boMoodzowo, dobgow  X0dMGHO
(935009303mb0).

L59g360gMM-LsMgEIJEoM LsdFMb wMEbmgmo §gzMgdo

X9IBO0 Logbo  (3mEddool  MBoggOLOGHIGHOL 3OMBILMMO, FogMml L3gEosMHO
96B939w0), 8MHg63 Gs3m (3GMMBILMOO, 35woRMGBoOL »boggdlodgdo dgMm3Iwo,
390xmMBool MB03gMLoGHIGHO0 ©I30LO), WsMOLs dEoblzsos (3MMmBgbmGo, Fowr-
Bomlol MBoggdLoG@0), MMLEE aMobdgmao (Hlgmol dgEboghHgdsms s3swgdools
$9360-306963mbgb0), LodMby FmgMbobo (3GMBILMGO, BEMOIBE00L Mbogg®Lo-
3930), 05Mbo 9Hgs (3OMBILMMO, 35¢0GRMMBOS, 533), 3 %6y 3960 (3OMEGgLm-
0, dgMEobol $H9d603M00 MboggmLOGHIBH0), BHrdsL ©. 30wwgEo (3OMEILMGO, JEwgh-
9mb@olL Mbo3gMLoGYBH0), JWEH 0LTs0Ew™m3o (3GMMBILMGO. dodml bmEosMo
o630 s 3MWoBMmEmyool 0blGHOGHWH0), 30bMs 35Ubslzogby (3GMmggbm®o,
30BoLol MbogzgdLo@gE0), bLGH03gb 3m9bo (3Mewddool »boggaMLloEgGHOL 3MMmgY-
bmMO), 3esE0dge 396d03m30 (3OHMEBILMMO, )R30OoL YbogzgMLOEIE0, WSBH3I0Y),
bE5g3MmBoM 35MHGH0(330 (0Mmbg 3sgarg 11-U LabgEMdOL B OBIL JooME0 MO Mbo-
390L0EYBH0), Foobs Lsg06s (3OMBILMMO, bsmzmzol Ggdbozmmo MbogzgMLoEIGO),
©OM x. bLAHIbwo (3OMEBILMOO, 39390060l MBoggMLOGHIGHO0), Swwgdb LEHM3-
Boszo (3GMmaabm®o, GoMol 993hgbzml Lobgwmdol 30930l ghmgbmwo Mbogg®Lo-
A9H0), 90 60dgh BHomObgMo (3GHMBIL@MOO, gbEgMol MbogzgdboGgdo, wWwql-
39M0, OO dGOGEBYNO)

00053500 HIEIJBHMOOL 05658999 — 93bmIo30L EMmIG™MOo 85835 bemls 303539

3slbolidydgemo dogzsbo — g3mbmdozol mdB™mMo  mgs @sBsMsdzomwo



“930260dobHo”, “Ekonomisti” N2, 2025

SCIENTIFIC EDITORIAL COUNCIL

Doctors of economics, Professors:

Ramaz Abesadze (Editor-in-chief), Yuri Ananiashvili, Givi Bedianashvili, Teimuraz
Beridze, Giorgi Berulava, Vakhtang Burduli, Nodar Chitanava (academician of the
Academy of Agricultural Science), Revaz Gogokhia, Revaz Gvelesiani, Mikheil Jibuti
(academician), Revaz Kakulia, Eter Kharaishvili, Paata Koghuashvili (academician of
the Academy of Agricultural Science), Murman Kvaratskhelia, Temur Kandelaki,
Elguja Mekvabishvili, Vladimer Papava (academician), Solomon Pavliashvili (acade-
mician), Ushangi Samadashvili, Teimuraz Shengelia, Avtandil Silagadze (academi-
cian), Avtandil Sulaberidze, Murman Tsartsidze, Mirian Tukhashvili.

FOREIGN MEMBERS OF THE SCIENTIFIC EDITORIAL COUNCIL

Jeffrey D. Sachs (Professor at Columbia University, UN Special Adviser), Frank P .
Araujo (Professor, University California at Berkeley, University California at Davis),
Larisa Belinskaia (Professor, Vilnius University), Steven Cohen (Professor, Columbia
University,), Barney Eredia (Professor, President at Educational Consortium Institute
at Aptos), Ruslan Grinberg (Corresponding member of RAS), Simone Guercini (Pro-
fessor, University of Florence), Eldar Ismailov (Professor, Baku Institute of Social
Management and Political Science), Gindra Kasnauskiene (Professor, Vilnius Univer-
sity), Vladimir Menshikov ( Professor, Daugavpils University, Latvia ), Slavomir
Partycki (Professor, The John Paul Il Catholic University of Lublin), Galina Savina
(Professor, Kharkiv Technical University), Darrol J. Stanley (Professor, University of
Pepperdine), Oleksiy Stupnitskyy (Professor, Taras Shevchenko National University
of Kyiv), Adam Newman Turner (Professor of Management at Leicester University),
Wolfgang Weng (Professor, Technical University of Berlin), Thomas D. Willett (Pro-
fessor, Claremont Graduate University).

Assistant Editor-in-chief — Doctors of economics Mamuka Khuskivadze

Executive Secretary — Doctors of economics Tea lazarashvili



“930260dobHo”, “Ekonomisti” N2, 2025

HAYYHO-PEJAKIIMOHHBIA COBET

JoxTopa 3xoHOMH4YecKkuXx HayK, [Ipodeccopa:

Pamas Abecanse (riaaBublii pexakTop), FOpuii Ananvamswiy, ['uBu beananamsumm,
Teitmypas bepunaze, ['eopruit bepynasa, Baxtaur bypnynu, Peas I'Benecuanu, Pepa3
Toroxus, Muxaun J[Dxubytu (akamemuk), Pesas Kakymus, Temyp Kanmenakwu,
Mypman Ksapamxenus, Ilaata KoryamBmimm (akageMuk AKageMHH CEITBCKOXO-
3AMCTBEHHBIX HayK), Oirymka Mekpabumsmin, Bmagumup IlamaBa (akameMuk),
Conomon IlaBmuamBuny (akagemuk), Yuranru Camanamsuin, Teiimypas [llenrenus,
Aprapaun Cunaragse (akamemuk), Asrapaun Cynabepumsze, Mupuan Tyxamsuim,
Mypman [apumnze, Orep Xapawmsunu, Homap UwranaBa (akamemuk AxagemMun
CEJIbCKOXO03SICTBEHHBIX HAYK).

NHOCTPAHHBIE YJIEHBI HAYYHO-PEJAKIIMOHHOI'O COBETA

Ixeddppu JI. Caxc (mpodeccop, KomymOuiickuii ynuBepcurer, CrenuaibHBIN
cosetHuk OOH), ®pank [1. Apaymko (npodeccop, KanmudopHulickuli yHUBEpCUTET B
bepxom, Kamudopauiickuit yausepcuret B JIaBuce), Jlapuca benmmnckas (mpodeccop,
Bunbniocckuit yausepcuter), CtuBen Kosn (mpodeccop, KomymOwuiickuii yHuBeEp-
cuter, Heto-Mopk, CIILIA), Bapan Dpemma (npodeccop, Kamupoprus, CIIA), Pycian
I'punabepr (Unen-xkoppecnonaent PAH), Cumone ['yepumnu (mpodeccop, YHuusep-
cutera Onopennun), Dnpaap Memannos (mpodeccop, baknHCkuit HHCTHTYT colualb-
HOTO yTpaBlieHus ¥ mosnuTonorun), ['maapa Kacnayckene (mpodeccop, BunbHiocckuii
yHuBepcuteT), Baagumup MensmmkoB (IIpodeccop, JlayraBnmicckuii yHUBEPCUTET,
JlatBus), Cnasomup Ilaprunkwmii (mpodeccop, JloOmMMHCKHHA — KaTOMMUYECKUN
yauBepcuterT Moanna [lasna 1), 'anuna CaBuHa (nipodeccop, XapbKOBCKUI TEXHU-
yeckuii  yHuBepcuteT), [Happon Jx. Crommm  (mpodeccop, YHHBepcUTET
[lenmepnaitna), Anekceit FOctymaunkuit (mpodeccop, KueBckmii HarmoHATEHUN
yuuBepcuT uMeHu Tapaca Illepuenko), Amam Heioman Tepuep (mpodeccop,
Jlectepckuit  yumBepcurer), Bonbdpranr Benr (mpodeccop, Texuuueckuit
yausepcutet bepnuna), Tomac JI. Bumert (npodeccop, Yuusepcurer KiiepmonTa).

HaMOIHHI/lK [JIABHOT0 peaaKkTopa - 10KTOp €KOHOMUKH MaMyKa XycmlBa)]:;e

OTBeTCTBeHHBII cekpeTapsb - 10KTop 3koHOMHUKH Tea Jlazapamsuiu



“930260dobHo”, “Ekonomisti” N2, 2025

LOY®BI3O-CONTENTS
KS6R5GB30L I3MEMB035> — ECONOMIC OF HEALTHCARE

Ramaz Abesadze, Demetre Abesadze — Zoonotic Diseases and their Socio-Economic
Consequences

&35 589b5dg, @939 569U5d9 — BMMbMBMMHO ©553500g0JOO s Fo0
bmEosEe-93mbmdomemo 8909900

LOIHMSTIBOL) I3MBM3N3ABNO ID0NIBN™MdISO — INTERNATIONAL
ECONOMIC RELATIONS

Emir Eteria — Impact of the EU-Georgia Association Agreement on the Georgia’s
Capital Integration with the EU

9o go9hos — sLmEoMYOOL Fgmabbdgdol 4o3wgbs 3930@5¢0l dMIMMdOL
bggOHMTo 93MHMIS3T0MMB Lods®mzgEmlb 0bEHJaMs30s%g (MgBowdy)

3853m(33(M6(M303> — MACROECONOMICS

Givi Lemonjava — Capital Budgeting in Financial Modeling
3030 ¢90mbxsgs — BobsbBLMO dmpgerdo 3o30¢swol doXgEHOMIdS (gB0owdY)

3300 F9er0dg — LodoMM3germb Lobgwdfogm dorxgdob Ggbwogbzogdo ©s
bo0x 3000 Bofforols bHarymaol Dmaogmmo dodsMmmIEgds

David Chelidze — Trends in the Georgian State Budget and Some Directions for Improvin

Expenditure Part
506350 — BUSINESS

095 @5 B3BsI30em0, 0606 Fs05¢7sdg, s¢mgdlsbodg b39wgemosbo — 3nM3mEs-
300 LMW 35IboLIYJIWMdS: 3H)bgbEYdO s JOMOMSO
399m{j393900

Tea Lazarashvili, Irine Mamaladze, Alexander Khvedeliani — Corporate Social
Responsibility: Trends and Key Challenges (Expanded Summary)

KXo6RoB30L I3MEM30N3> — ECONOMIC OF HEALTHCARE

29630 39(9cms35 — 9J03980L HBMI0IOIGdS M53d5JML IMbToMgdol
0005000 5 5805dML LHobsowdgam LozmblEEHsEoM 36MoJE03s

Tengiz Verulava — Attitudes of healthcare professionals towards tobacco use and
anti-tobacco counseling practices in Georgia (Expanded Summary)

A9029356 @0s65dy — 27bOL FoOM35 LodgOEObM WLHalgdMmgdgddo
360Bolgdol ™l

Ketevan Omanadze — Team management in medical institutions during crises
(Expanded Summary)

6

14

22

30

32

48

55

57

68

70

84

86

90



“930260dobHo”, “Ekonomisti” N2, 2025

8503080650 - MARKETING

606m Brbs0s-0mliglmaoerodzoo , 29bs 3mg0dg — 30BOVI0 LEMY3ESTM
3WsGHBRMMIGO0L godmygbgds bodo@mzgermdo: bogMmsdmemobm ¢9bwgbEogdmsb
d9L5d500LMBS s WMZSW MO b3Y(3083035

Nino Rukhaia-Mosemgvdlishvili, Ucha Gogidze — Digital Advertising Platforms in
Georgia: Compatibility with International Trends and Local Specifics (Expanded Sum-

mary)
R563(Md®030 I3M6M3N3S — SECTORAL ECONOMY

8505 3b5s30¢m0, 0250563 53¢msdg — Lgbbol 453990l 3OM3gLOL M3EHO0TODIEOOL
dmgwo “To — Be” (bogdo®mm39wmb 35630L JopseomBby)

Maya Gonashvili, Tamar Agladze — Loan Issuance Process Optimization "To-Be"
Model (Case Study: Bank of Georgia) (Expanded Summary)

RAOIBMBS6BIBOLS RS 3530LB@S6BISOL 153IB60IH™ 659@(I33d0
PAPERS OF DOCTORAL AND MASTER STUDENTS
Javanshir Burhanzadeh — Economic recovery in post-conflict areas of Azerbaijan:
investment potential and management strategies
X3356806 8r35356Bs0g — 930bMT03MM0 50y bs BYMHB0KBOL 3MbROIEHWG
6930069030: bL0b3gLEHOEOM 3mEHIBE0SWO S F>MHMZ0L LEHMEHIH0JOO
(©9bogdy)

9356 FB000dg — 300600 5MT00L LObEHIIGO0 s Fomo g3mbmdozweo
2393096900 IOMBom dsDsOBY

Levan Shubitidze — Hybrid Army Systems and Their Economic Impacts on the Labor
Market (Expanded Summary)

3080 9er0bb5(H5830¢m0 — AbMmREomb J39969d0L 065HBMB0gMo gobzomsmgdols
Lo s Jobo Jgxoligdol 0bEO3oGHMMmGdOL Tglobgd

Gigi Elizbarashvili —Commensurate Development of the Countries in the World and it’s
Assessment Indicators (Expanded Summary)

Natia Barbakadze — Challenges of Employment in the Tourism Sector
65005 850855599 — BOH0BIOL LgBHMOTo EILJIGOOL AsdME393900 (Ggbomadg)

93560 3030075030000 — LogsOM3gMmTo d0BbYLYIMYIM 505T0sb0LYMErO
3995mema0mmo MHglOLYdOL FMoEwdo: g3mEE0s 3EebogwMo dmEgerosb
308OI 9300wy

Levani Kikilashvili — Business Environment in Georgia in the Context of Human and
Technological Resources: Evolution from the Classical Model to the Digital Era
(Expanded Summary)

dbod369¢nm3560 Jmbmghsz0s
SIGNIFICANT MONOGRAPH

93

101

103

109

112

118

119

131

133

146

147
165

166

173

174
178



“930260dobHo”, “Ekonomisti” N2, 2025

KS6R5B30L I3MEMB035> — ECONOMIC OF HEALTHCARE

Ramaz Abesadze

Doctor of Economic Sciences, Professor;

Demetre Abesadze
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ZOONOTIC DISEASES AND THEIR SOCIO-ECONOMIC CONSEQUENCES
https://doi.org/10.52340/ekonomisti.2025.02.01

Annotation. The paper examines the essence of zoonotic diseases, their sources and types of
origin, as well as the socio-economic consequences of zoonoses, both in general and in a
historical context. It is noted that any zoonoses cause certain negative economic and social
consequences. The direct costs of zoonotic diseases are associated with mortality (reduction in
labor force, decrease in human capital); with the loss of physical capital (loss of gross
domestic product); with the reduction of funding for scientific and research work (delay in
economic development); with human disease (expenditures in the healthcare sector) and
animal morbidity (treatment of domestic animals, deterioration of the ecological conditions).
The indirect costs of the disease are associated with disease prevention and control measures;
Market impacts, such as trade, travel regulations and restrictions; reduced domestic demand
for meat products; loss of export markets and falling meat prices; as well as the effects that
arise due to consumer reactions and changes in consumer trust in the food chain. Special
attention is paid to zoonotic pandemics both globally and in Georgia.

Keywords: zoonotic diseases, zoonosis, pandemic, pandemic shock

Introduction

Humans have been in contact with animals since the ancient times, using them to satisfy many
of their needs. However, animals can carry harmful micro organisms that can spread to humans
and cause diseases. Diseases that are transmitted from animals to humans are called zoonotic
diseases or zoonoses.

The term “zoonosis” comes from the Greek words zoion (animal) and nosis (disease), meaning
a disease of an animal. However, sometimes an animal may not get sick, but a person can still
get the disease from it and cause health problems.

The first scientist to introduce the term “zoonosis” into scientific circulation was Dr. Rudolf
Ludwig Karl Virchow (German: Rudolf Ludwig Karl Virchow), a German pathologist.

The emergence of zoonotic diseases clearly begins with the consumption of wild animal meat,
which was exacerbated by human encroachment on natural ecosystems, and then in the
Neolithic era with the transition of humans from nomadic to sedentary life, which was
followed by the domestication of animals and the establishment of close contact with them.
This is evidenced by the parasites found in the remains of livestock of the inhabitants of the
largest and best-preserved Neolithic and Eneolithic settlement of Catalhdyiik in Turkey [Yem
6onenu ,,, 2019]. In modern conditions, the main source of zoonotic diseases is unsanitary
conditions at animal markets and an insufficient level of prevention.
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The socio-economic consequences of zoonotic infections depend on the type of disease and the
mass spread. Zoonotic epidemics and pandemics have particularly severe negative
consequences

Sources and types of zoonotic infections

There are many ways in which zoonoses can be spread, such as: insect bites; contact with an
infected animal; consumption of undercooked meat, unpasteurized milk, or contaminated
water; various types of pathogens can be transmitted from animals to humans: bacteria,
parasites, fungi, and viruses. There are many zoonotic diseases. They are differentiated
according to the source of origin: cats (toxoplasmosis; Pasteurella; cholera); bats (Ebola virus;
SARS (severe acute respiratory syndrome), MERS (Middle East respiratory syndrome), rabies,
Nipah virus, Hendra virus); dogs (rabies, noroviruses, Pasteurella, Salmonella, cholera,
parasitic nematodes); ticks (Lyme disease, Rocky Mountain spotted fever, Powassan disease);
mosquitoes (malaria, dengue, West Nile virus, Zika virus, chikungunya virus); birds (avian
influenza (HIN1, H5N1), salmonella, ornithosis); cows (enteric cholera, cholera,
salmonellosis); rodents (hantavirus pulmonary syndrome, plague Rat-bite fever, salmonellosis)
[Cuthbert L. 2020]

Humans can become infected in the following ways: Foodborne: eating or drinking something
contaminated, such as unpasteurized milk, undercooked meat or eggs, or raw fruits and
vegetables contaminated with the feces of an infected animal; Vector-borne: an insect bite,
such as a tick, mosquito, or flea; Direct contact: coming into contact with the saliva, blood,
urine, mucus, feces, or other body fluids of an infected animal. This can happen when touching
animals; Waterborne: drinking or coming into contact with water contaminated with the feces
of an infected animal; Indirect contact: coming into contact with areas where animals live and
roam, or touching objects or surfaces that are contaminated with animal germs [Zoonozuri
2012].

There are very few places on Earth where diseases are not transmitted from animals to humans.
The most important of zoonotic diseases are zoonotic pandemics. There have been many
zoonotic pandemics in human history [The Human... 2020]:

Influenza pandemics. Influenza pandemics are well-known and global events. The 1918
"Spanish Flu" pandemic was an event of incredible magnitude and destructive power. It was an
HIN1 virus. Genetic analysis suggests that it must have spread to humans from birds.
However, some researchers suspect that its origins should be sought in pigs and other
mammals. Influenza viruses are transmitted from seabirds to other animals by the so-called
"antigenic shifting". Given this, it is possible that HIN1 emerged in mammals much earlier, in
1882, and transformed into a deadly virus for humans in 1913-1915. HIN1 reminded us of
itself in 2009-2010 with the "swine flu" pandemic. Compared to the Spanish flu, the latter was
much less deadly.

3 major pandemics of the "Black Death" have been recorded. The first one raged in the
Mediterranean and the Middle East in 541-542. It is worth noting that the name of the
causative bacterium is Yersinia. It comes from the name of the Byzantine emperor Justinian.
The second pandemic of the Black Death went down in history as the "Black Death". The third
pandemic began in China in the late 1800s and spread globally thanks to rats. Since then,
isolated cases of the Black Death have been recorded, but it has not reached the scale of a
pandemic. The bacteria that cause the Black Death are spread by fleas. The disease usually
attacks rodents, but given the parasitism of fleas, it can also easily spread to humans. It is
believed that a radical decline in the population of sandflies in Asia due to climate change
forced fleas to attack other species, namely humans, for food. This is believed to have been the
cause of the second Black Death pandemic. Many researchers believe that the classic model of

9
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the spread of the disease in Europe by fleas does not correspond to reality. Recent theoretical
models consider the main culprit not rats, but humans and their poor hygiene conditions.

Ebola. One of the deadliest outbreaks of Ebola occurred in West Africa between 2013 and
2016. The countries most affected were Guinea, Liberia and Sierra Leone. Ebola is spread
through physical contact with the bodily fluids of an infected person. This means that the
disease can be transmitted from one person to another sexually for up to a year after the onset
of symptoms. It is believed that the Ebola virus jumped to humans from fruit bats, but
researchers have not yet been able to detect it in bats. Another hypothesis is that Ebola first
spread to gorillas and hedgehogs, as the latter eat fruit dropped by bats. The World Health
Organization (WHO) states that the virus is transmitted through contact with infected blood,
organs or secretions. Ebola spreads among chimpanzees, monkeys, and porcupines, causing
their deaths. The virus enters the animals' bodies, adapts, and then is transmitted to humans,
after which it spreads into the human population.

The HIV and AIDS pandemic. The role of the most deadly pandemic of modern times has been
played by the acquired immunodeficiency syndrome (AIDS) caused by HIV infection. It is
believed that both viruses that cause AIDS, HIV-1 and HIV-2, were transmitted to humans
from higher primates and monkeys in the second half of the twentieth century. The disease
spread, especially in the 1970s, through blood transfusions and bodily fluids (unprotected
sexual contact). The first clinical case of AIDS was recorded in the United States in 1981,
although retrospective studies have shown that its cases had been described for a decade
earlier. The US government did not pay attention to HIV infection for a long time and it was
given pandemic status quite late. HIV infection and AIDS have particularly affected
marginalized groups, immigrants, drug users, and the queer community. Most of them live in
sub-Saharan Africa. Despite ongoing research, there is no cure or vaccine for HIV. However,
thanks to the tireless work of activists and scientists, awareness of prevention is high and
effective therapies are available. The life expectancy of people infected with HIV is similar to
that of people without the virus. With appropriate and effective therapy, the amount of the
virus is reduced so much that it is no longer transmitted from person to person.

Coronavirus pandemic. It began in December 2019 in the Chinese city of Wuhan, which spread
quite quickly throughout the world and was soon declared a pandemic. Due to the lack of an
appropriate vaccine and medicine, the governments of the country were forced, on the advice
of health workers, unlike previous pandemics, to introduce strict restrictions to save people's
lives and health. A long-term continuation of this situation would lead to the collapse of both
the national and global economies. Therefore, governments implemented anti-crisis programs
and, together with epidemiologists, developed conditions for coexistence with the virus,
although the world could not survive the economic crisis, which can be called a pandemic
shock to the economy [Abesadze R. 2020].

The stage of combating the spread of the virus has begun.

The most common zoonotic diseases in Georgia are: Brucellosis, which is more common
among farm animals, mainly in cattle and small-horned cattle, and isolated cases are found in
pigs and dogs; Anthrax. It is a particularly dangerous infection for all domestic and wild
animals, as well as humans. Animals mainly get sick while grazing, as the microbe lives in the
soil for many years and remains viable for about 120 years. A person can get anthrax while
caring for a sick animal, as well as when slaughtering a sick animal. There have been cases
when people became ill while working on the land; Rabies is one of the most widespread
diseases in Georgia. The main source of this disease are stray dogs (when biting or chewing),
which pose a danger to both other dogs and humans; Turkish disease is an infectious, highly
contagious (very contagious), acute, rapidly spreading viral disease of domestic and wild
ungulates; Tuberculosis is an infectious, in most cases chronic disease. Tuberculosis affects 55

10
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species of domestic and wild animals, as well as 25 species of birds. Among agricultural
animals, cattle are most often affected by tuberculosis. The disease can be transmitted from
animals and birds to humans. Also, animals can become infected from a person with
tuberculosis [Brief overview... 2018].

Socio-economic consequences of zoonotic diseases

Zoonotic diseases are caused by harmful microbes, such as viruses, bacteria, parasites and
fungi. These microbes can cause many different types of diseases in humans. These diseases
range from minor short-term illnesses to life-threatening conditions. In short, the socio-
economic consequences of zoonotic diseases can be summarized as follows: In general,
zoonoses only lead to negative consequences: reduction of national human capital; losses in
gross domestic product, which leads to a reduction in innovative projects and, therefore, an
obstacle to the economic development of the country; increased costs of human treatment;
restrictions and reduction of international trade in animals; reduction of travel and tourism in
affected areas; deterioration of human well-being and comfort [Sara Babo ... 2014]

The greatest economic and social losses are caused by zoonotic pandemics, but in
general, they are to be expected during any kind of zoonotic diseases. The direct costs of
zoonotic diseases are related to mortality (reduction in the workforce, loss of human capital);
loss of physical capital (loss of gross domestic product); reduction in funding for scientific
research (delayed economic development); human disease (expenditures in the health sector)
and animal morbidity (treatment of domestic animals, deterioration of the ecological situation).

Indirect costs of the disease are related to disease prevention and control measures; market
impacts such as trade and travel regulations and restrictions; reduced domestic demand for
beef products; loss of export markets and falling meat prices; and those resulting from
consumer reactions and changes in consumer confidence in the food chain.

As already noted, the greatest negative socio-economic consequences were followed by
zoonotic pandemics. For example: the first recorded pandemic, the first pandemic of the
“Black Death”, lasted for 60 years. In 554, 5,000, sometimes 10,000 people died from the
disease every day in Constantinople. In total, 100 million people died. Byzantium lost half of
its population. The economy died, trade almost ceased, craftsmen abandoned their jobs; the
second pandemic of the “Black Death” raged intermittently for 5 centuries. As a result, the
human toll amounted to 34 million. The third pandemic of the “Black Death” broke out in 1855
and quickly spread to all continents via merchant ships, causing great casualties and economic
decline; The Spanish flu infected 500 million people between 1918 and 1920 (28% of the
world's population at the time), and killed 100 million. The "Spanish flu" was so deadly that by
the end of 1918, the average life expectancy in the United States had been reduced by 12 years;
the "swine flu" pandemic claimed 150,000-575,000 lives; seven "cholera" pandemics with
severe consequences have also been recorded in the world; the "typhoid" pandemics in 430-
427, during the Peloponnesian Wars and World War I1. Which resulted in a huge loss of life; 2
million people died in 1957-1958 due to the "Asian flu" epidemic. In 1968-1969, the so-called
"Hong Kong flu" spread, which claimed the lives of almost 1,000,000 people. Also worth
noting is the pandemic of the "immunodeficiency virus" and its final form, "AIDS" (lasting
from 1981 to the present. 60 million people became ill, 25 million died); the "swine flu
pandemic”, which swept the entire world. 220 million people became ill, 2,000 died. In 2002-
2003, an "atypical" pandemic was observed, and in 2013, a "bird flu" pandemic. During the
first pandemic, 8,437 people became ill and 813 people died, and during the second pandemic,
649 and 384 people, respectively.

Of course, Georgia was not immune to viral epidemics, for example: the “Black Death” was
called “Zhamianoba” in Georgia. And the streets were filled with unburied corpses. Healthy
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people did not dare to touch the corpses, so they left their homes and ran away. They could not
even touch the water, because it was also infected; In 1892, “cholera” appeared in Georgia.
This disease quickly passed in our country, because the population was vaccinated against
cholera; Georgia experienced the most severe epidemics in 1919-1920, when “typhoid” spread
in Thilisi, which raged for 2 months. The typhus epidemic killed several hundred people in
Georgia. In 1920, the Georgian population was again struck by “cholera”. Georgia endured a
severe cholera epidemic only after sanitary measures were taken in the country. Ultimately, the
epidemic was stopped thanks to the availability of vaccines developed by the military-medical
Laboratory. In the past, the government also took certain measures against the epidemic, but
the population mainly used self-isolation (going to villages, going to the forest, etc.).

The first case of coronavirus in Georgia was recorded on February 26, 2020. In order to save
lives and prevent the collapse of the healthcare system, Georgia has implemented the following
measures: closing educational institutions and switching to remote mode; suspending creative
activities in cultural institutions, canceling all planned events; banning mass and public
gatherings; restricting certain economic activities; physical distancing and declaring a state of
emergency throughout the country, strict quarantine and curfew; installing field tents at land
border checkpoints and all three airports for medical examination of incoming passengers
before transferring them to a special facility; preparing quarantine zones for screening people
and early detection of the disease to accommodate people suspected of having the virus or at
high risk; The creation of a headquarters for stock management and food supply, which would
ensure daily monitoring of prices and supplies of primary consumption products; gradual
suspension of travel to neighboring countries; tracing the primary source of infection and,
accordingly, implementing the necessary preventive measures to isolate, identify and track
existing and potential contacts as much as possible. Then arose the risk of uncontrolled growth
of the number of infected people and the collapse of the healthcare system. Therefore, due to
the need to simultaneously restrict several areas of public life, a state of emergency was
declared in the country. The tightening of restrictions began (well-calculated medical and non-
medical measures were implemented, which, although they resulted in an economic recession,
also had one of the best epidemiological results in the world): international passenger traffic
was completely stopped; Strict quarantine restrictions were imposed: first intercity, and then
within the territories of self-governing cities and municipalities, passenger transportation by
minibuses and buses was suspended; Covid clinics were established and the creation of "fever
clinics" began: a curfew was imposed and movement on foot or by vehicle was prohibited from
9 p.m. to 6 a.m.; the permissible number of individuals allowed to gather in public spaces was
reduced from 10 to 3 people; age restrictions on movement were imposed, in particular,
persons aged 70 and over were prohibited from leaving their place of residence (with
exceptions); passenger transportation within the administrative borders of the municipality by
M3 category vehicles and public transport, including the metro, was suspended; the movement
of more than 3 people (including the driver) in light vehicles was prohibited; various types of
economic activities were gradually suspended; The level of people's well-being and comfort is
deteriorating. At the same time, it is noteworthy that even within the framework of the state of
emergency, vital economic activities for the country were maintained. More than 63 thousand
economic entities worked without interruption. Agricultural work was carried out, including in
municipalities under strict quarantine; export of agricultural products for sale; freight
transportation (including transit); production and sale of food products, medicines, electricity,
natural gas, water, communications, fuel and other essential goods and services; operation of
critical infrastructure and system enterprises. The state, within its capabilities, also
implemented measures to mitigate the aforementioned negative processes, even under the
conditions of restrictions. It should be said that with phased restrictions, Georgia avoided the

12



“930260dobHo”, “Ekonomisti” N2, 2025

rapid and mass introduction and spread of coronavirus infection in the country [Abesadze R2.
2020].

After the restrictions were lifted, anti-crisis measures were implemented in the country to
alleviate socio-economic problems, and the economy in Georgia began to recover and grow
rapidly. Already in 2021, the economic growth rate amounted to 10%. During all major
zoonotic pandemics, both the number of human victims and economic losses were colossal,
which, apparently, was caused by the reduction of labor resources, due to which a large amount
of physical capital was destroyed or remained unused (due to the abandonment of jobs), and
because of this, new investments were no longer made. In addition to the economy, they also
took a huge toll on the human psyche, culture, and even the genetic makeup of the population.
In the past, the government also took certain measures against the epidemic, but the population
mainly used self-isolation (going to villages, going to the forest, etc.).
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Annotation. This paper aims to examine impact of the EU-Georgia Association Agreement
(AA), including its integral part on Deep and Comprehensive Free Trade Area (DCFTA), on
dynamics of the EU Foreign Direct Investments (FDIs) in Georgia. The EU-Georgia
AA/DCFTA has political as well as economic dimensions and aims at political association and
gradual economic integration of Georgia with the EU. To achieve higher level of economic
integration with the EU, Georgia should attract more Foreign Direct Investments from the EU
countries through effective implementation of the AA and therefore, increase capital integra-
tion dimension, which is essential prerequisite for gradual economic integration with the EU.
Study period is divided into two parts: first, 2005-2014 (10 years before AA/DCFTA) and se-
cond, 2015-2024 (10 years after AA/DCFTA). Analysis of respective indicators of capital inte-
gration based on the data for the period of 2005-2024 proves that after 10 years (2015-2024)
of the Association Agreement/DCFTA implementation the level of Georgia’s capital integra-
tion with the EU stays almost unchanged compared to the same period before Association
Agreement/DCFTA (2005-2014). Georgia’s considerable progress achieved in the implemen-
tation of the respective trade related and sectoral provisions of the AA/DCFTA is crucial but
not sufficient precondition to increase attractiveness of the country for the EU FDIs and there-
fore, to enhance level of capital integration with the EU. Consequently, as conducted analysis
reveals, the impact of the AA/DCFTA on Georgia's capital integration with the EU is still in-
significant.

Keywords: EU; Association Agreement; DCFTA; Foreign Direct Investments; Georgia.

1. Introduction

The EU-Georgia Association Agreement (AA) entered into force on July 1, 2016. Neverthe-
less, several parts of the agreement, including title IV - on Trade and Trade-related Matters,
which envision the creation of the Deep and Comprehensive Free Trade Area (DCFTA), have
been provisionally applied since September 1, 2014. According to the Association Agreement a
formation of the DCFTA is a key mechanism to support Georgia’s gradual economic integra-
tion with the EU (EU-Georgia Association Agreement, 2014). Consequently, the major goals
of the EU-Georgia DCFTA beside of intensification of trade relations, especially enhancing
Georgia’s export to the EU also includes an increase of Foreign Direct Investments (FDIs)
from the EU countries, with final goal to support economic growth in Georgia and its gradual
economic integration with the EU.

The EU-Georgia AA/DCFTA has many dimensions, political, economic, legal, social, etc.,
however, this article focuses on the economic dimension of the agreement. The economic di-
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mension of the AA/DCFTA, envisaged by the respective provisions of the agreement, could be
divided into three parts: first, the provisions aimed at trade liberalization between parties and
therefore, supporting trade integration, second, provisions on capital integration and finally,
provisions enhancing sectoral integration. Moreover, the AA/DCFTA with Georgia envisage
legal approximation and regulatory convergence in many areas, directly or indirectly related to
economic integration, which should increase compatibility of Georgia’s economy with the
economy of the EU. These features of economic dimension of the AA/DCFTA are essential for
sectoral integration, which, among other things, should also support Foreign Direct Investment
(FDI) inflows to Georgia and therefore, enhance Georgia’s capital integration with the EU.

It is clear, that trade and capital integration as well as sectoral integration are the basis for the
gradual economic integration of Georgia with the EU, however, this article focuses on capital
integration dimension. It is also worth mentioning that Georgia according to the decision of the
European Council (2023, p. 5), is candidate for the EU membership, which should increase
Georgia’s investment attractiveness and therefore, encourage the EU FDIs inflow to Georgia.

The purpose of this article is to examine the impact of the AA/DCFTA on Georgia’s capital
integration with the EU achieved after 10 years of implementation of the agreement. Conse-
quently, to observe the dynamics of capital integration of Georgia with the EU, study period is
divided into two parts: 2005-2014 (10 years before Association Agreement/DCFTA) and 2015-
2024 (10 years after AA/DCFTA). A division of study period is essential to identify the
AA/DCFTAs impact on the EU FDIs in Georgia and therefore, Georgia’s capital integration
with the EU.

2. Free Trade Agreements and Capital Integration: a short review of key concepts

The impact of the Free Trade Agreements (FTAs) on trade performance and Foreign Direct
Investments has been widely discussed among scholars since the 1950s. Balassa (1961) differ-
entiates 5 stages of economic integration, where initial 2 stages such as Free Trade Area (FTA)
and Customs Union (CU) are forms of trade integration, while other forms of economic inte-
gration also envisage additional dimensions of integration, such as capital, institutional, policy
integration, etc. On the economic effects of integration, scholars distinguish the static and dy-
namic effects of integration. According to Viner (1950) “static” effects of economic integration
are the immediate or short-run welfare effects, such as trade creation or trade diversion.
Balassa (1961) discusses dynamic effects of economic integration and argues that long-term
effects of economic integration include economies of scale, technological change, productivity
growth, as well as the impact of integration on competition, risk and uncertainty, investment
activity, etc. About investment activities, including foreign investments Balassa concludes that
because of integration “...both the volume of investment and the allocation of investment
funds can be affected” (ibid., p. 180). Consequently, Economic Integrations Agreements (EIA)
are not only about trade but also on other issues directly or indirectly related to trade such as
capital movement, competition policy, labour market, environment, etc.

Most of the Economic Integration Agreements (EIA) such as FTAs and CUs signed before
1990s were described as "shallow" trade agreements focused on issues related to tariffs and
other trade barriers occurring at the border. Since the 1990s, the composition of the FTAs has
changed and most of the FTAs are referred to as “Deep” Trade Agreements (DTAs). In con-
trast to “shallow” FTAs “deep” FTAs include not only trade issues, but also cover trade related
areas. According to the World Bank (WB) publication on deep trade agreements, these agree-
ments “... are reciprocal agreements between countries that cover not just trade but additional
policy areas, such as international flows of investment and labor, and the protection of intellec-
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tual property rights and the environment, amongst others” (Mattoo et al. 2020, p. 3). Moreover,
while analyzing the USA and the EU preferential trade agreements Horn et al. (2009) divided
areas covered with these agreements into WTO+ and WTO-X areas, where “... WTO+ corre-
sponds to those provisions of PTAs which come under the current mandate of the WTO.... By
contrast, WTO-X category comprises those PTA provisions that deal with issues lying outside
the current WTO mandate” (p. 4).

Research results on the impact of the FTAs and Deep Trade Agreements (DTAS) on the For-
eign Direct Investments are controversial. According to Bergstrand and Egger (2007), as well
as Mistura and Roulet (2019), FTAs reduce FDIs between country-pairs and FDI flows. In con-
trast, according to Buthe and Milner (2014), FTAs increased the FDIs. According to this study,
Preferential Trade Agreements (PTAs) which are ratified as well as PTAs with investment
clauses and dispute settlement mechanisms attract more FDIs. About the impact of the Deep
Trade Agreements on FDI as Grounder et al. (2019) research concludes depth of provisions in
DTAs did not significantly affect pairs of countries’ FDI. However, according to other research
(Kox and Rojas-Romagosa, 2019), the deepest trade agreements, that according to data on the
Design of Trade Agreements (DESTA) have an index of seven, positively affect FDIs. Moreo-
ver, according to Laget, et al. (2021) “In general, WTO-extra disciplines matter more for FDI
than WTO-plus” (p. 22).

It is worth mentioning that the EU DCFTA with Georgia belong to more advanced forms of
trade agreements. The European Commission describes DCFTA as “a unique type of trade
agreement” (European Commission, 2017, p. 14). The DCFTA with Georgia goes beyond
trade-related “border issues” and includes “behind the border” areas. Moreover, the DCFTA
includes so-called “Singapore issues” (trade and investment, trade and competition policy,
transparency in government procurement, and trade facilitation), which makes DCFTA as a
proper instrument to advance the EU’s trade policy priorities on a bilateral level. As Woolcock
(2014) pointed out “the EU has generally succeeded in including the Singapore issues in the
PTAs it negotiates with middle-income and developed economies” (p.727). Consequently,
many recent Free Trade Agreements of the EU, including the EU-Georgia DCFTA includes
WTO+ as well as WTO-X provisions. In addition, the DCFTA part of the EU-Georgia AA
envisages the regulatory convergence and legal approximation in many areas and therefore,
according to data on the Design of Trade Agreements (DESTA), the "depth index" of the EU
DCFTA with Georgia is 7, the highest possible index. The DESTA measures the depth of trade
agreements taking into consideration the areas covered by the Agreements (Diir et al, 2014).
Consequently, the EU-Georgia DCFTA includes all essential features of a “Deep Trade
Agreement” and therefore, according to above-mentioned studies on impact of the DTAs on
FDls, should enhance capital integration with the EU.

About the impact of the DCFTA on FDIs in Georgia, according to study conducted by
Ecorys/Case (2012) before signing the agreement, DCFTA envisioned reforms will increase
investment attractiveness, especially in the long run. Moreover, as Kawecka-Wyrzykowska
(2015) pointed out, legally binding nature of the Association Agreement “...will increase the
attractiveness of Georgia as an economic partner for foreign investors” (p. 88). In addition,
Adarov and Havlic (2016) discusses key determinants of the Foreign Direct Investments such
as macroeconomic environment, market size, income levels, etc. and argue that “while the
DCFTA countries have been lacking many of these elements, the AA/DCFTA will help bridge
many important gaps in attractiveness to foreign investors (p. 35). However, along with opti-
mistic studies on the impact of AA/DCFTA on the FDI in Georgia, there are also mostly skep-
tical studies focusing on the increasing costs for both private and public sectors to comply with
relevant EU norms and standards in many areas (Messerlin, et al, 2011; Dreyer, 2012).
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A brief review of the relevant literature on the FTAs and Deep Trade Agreements (DTAS) ef-
fects on the Foreign Direct Investments as well as reviewing key features of the EU
AA/DCFTA with Georgia indicates that the agreement could have a positive impact on in-
crease of FDIs in the country. Therefore, effective implementation of the AA/DCFTA is seen
as an essential condition for gradual economic integration of the country with the EU.

3. Dynamics of the EU FDIs in Georgia during 2005-2024

The EU-Georgia AA/DCFTA is considered as the most effective mechanism to increase in-
vestment attractiveness of the country and therefore, to support inflow of Foreign Direct In-
vestments from the EU Countries as well as from the non-member states. Accordingly, in-
creased volume of the EU FDIs along with growth of Georgia’s export to the EU are viewed as
the most important economic results of the agreement.

As mentioned before, the EU-Georgia AA/DCFTA envisages regulatory convergence and legal
approximation (including dynamic approximation) in many trade and trade related areas such
as intellectual property rights, sanitary and phytosanitary measures, trade in services and elec-
tronic commerce, public procurement, technical barriers to trade, standardization, accreditation
and conformity assessment, competition policy, etc. Moreover, the EU-Georgia DCFTA in-
cludes provisions on capital movement and dispute settlement. It should be noted that accord-
ing to recent reports by the European Commission on implementation of the EU-Georgia As-
sociation Agreement/DCFTA as well as reports on implementation of the EU’s Free Trade
Agreements, Georgia has achieved significant progress in legal approximation and regulatory
convergence in areas related to trade and sectoral integration with the EU (European Commis-
sion, 2021a; 2021b; 2022a, 2022b, 2023). Consequently, the effective implementation of the
EU-Georgia AA/DCFTA, and advancements in sectoral integration, should be reflected in an
improvement in the country's investment attractiveness and, therefore, in an increase of Geor-
gia’s capital integration with the EU.

In general, various indicators are used to analyze capital integration between parties and within
integration groups. However, the most applied indicators of capital integration are the average
annual growth rate of FDI, as well as the share of FDIs from member countries in total invest-
ment (Asian Development Bank, 2021). Therefore, to evaluate Georgia’s capital integration
with the EU above mentioned two indicators as well as the EUs average share in total FDIs are
analyzed for the period of 2005-2024. It is worth mentioning that these indicators do not cap-
ture all features of capital integration, however, annual average growth rates and share as well
as average share in total FDIs clearly indicate a major trend in capital integration between par-
ties.

According to the data of the National Statistics Office of Georgia (Geostat) in 2005, the EU
FDlIs in Georgia amounted to 112.2 Mil. USD. Since 2005 until 2014 the EU FDIs to Georgia
has an increasing trend and in 2014 the EU FDIs reached 727.1 Mil. USD. Moreover, in 2014
the EU FDIs share in total FDIs in Georgia was 39.5 compared to 24.7 in 2005. During 2005-
2014 the average annual growth rate of the EU’s FDIs was 49%. It is worth noting that in 2007
the EU Foreign Direct Investments in Georgia reached an unprecedented volume of 906 Mil.
USD, which amounted to 51.3% of total FDIs in Georgia and is the highest volume of the EU
FDIs in Georgia in the history of the EU-Georgia economic relations. This data clearly illus-
trates that in 2005-2014 Georgia’s capital integration with the EU had increasing trend in terms
of absolute as well as average annual growth rates.
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Figure 1. The EU FDIs (Mil. USD), the EU FDIs growth rate (%) and share of the EU
FDIs in total FDIs in Georgia in 2005-2014
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Source: Author’s elaboration based on data from the National Statistics Office of Georgia

In contrast to the pre-AA/DCFTA period (2005-2014), the rate of Georgia's capital in-
tegration with the EU has not accelerated after the signing of the agreement (2015-2024), de-
spite expectations on mostly positive impact of the AA on Foreign Direct Investments to Geor-
gia. In 2015, the EU’s FDIs to Georgia amounted to 417.1 Mil. USD, while in 2024, 10 years
after the AA/DCFTA implementation was just 311.3 Mil. USD. During 2015-2024, in 2022 the
EU’s FDIs reached its maximum - 847.3 Mil. USD, which is smaller than maximum volume of
the EU FDIs in the period of 2005-2014 (906 Mil. USD in 2007). Moreover, in 2015-2024, the
average annual growth rate of the EU FDIs to Georgia decreased significantly compared to the
pre-AA/DCFTA period and amounted to 3.5%. Furthermore, in 2015, just one year after of the
AA/DCFTA implementation, FDIs from the EU countries declined and the share of the EU
FDlIs in total FDIs in Georgia fell from 39.5% to 24.1%. Since 2015, the growth rate of the EU
FDIs was uneven, reaching its historic largest share in 2020 (58.1%). However, it should be
noted that in 2020, total FDIs in Georgia has dropped sharply due to COVID-19 and the EU
FDIs amounted to 339.2 Mil. USD. In addition, since 2020 the share of the EU Foreign Direct
Investments to Georgia declined and in 2024 it was just 23.3% (Figure 2).
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Figure 2. The EU FDIs (Mil. USD), the EU FDIs growth rate (%) and the EU FDIs share
in total FDIs of Georgia in 2015-2024
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Source: Author’s elaboration based on data from the National Statistics Office of Georgia

Analysis of the EU FDIs in Georgia for the period 2005-2024 shows that impact of the EU-
Georgia Association Agreement/DCFTA on Georgia’s investment attractiveness to the inves-
tors from the EU countries is moderate. The share of the EU FDIs has increased from 2005
(24.7%) to 2014 (39.5%), but since then it declined and in 2024 was smaller than in 2005
(23.3%). Moreover, since 2014, the average annual growth rate of the EU FDIs compared to
pre-AA/DCFTA period decreased dramatically from 49 to 3.5%. In addition, in 2015-2024, 10
years after implementation of the AA/DCFTA average share of the FDIs from the EU countries
is nearly the same as in 2005-2014 (Figure 3).

Figure 3. The EU FDIs share (%), the EU FDIs average growth (%) and average share
(%) in 2005-2024.

EU FDIs (share, %) EU FDIs (average annual EU FDIs (average share,
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Source: Author’s elaboration based on data from the National Statistics Office of Georgia
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As conducted analysis display 2 indicators out of 3, such as share of the EU FDIs in total FDIs
in Georgia as well as and average share of the EU FDIs after the AA/DCFTA implementation
(2015-2024) is almost the same as for 10 years (2005-20014) before AA/DCFTA. Moreover, in
2015-2024 one of the most important indicators of capital integration, such as the average an-
nual growth rate has declined significantly.

4. Concluding remarks

The EU-Georgia AA/DCFTAs one of the major goals is Georgia’s gradual economic integra-
tion with the EU, which among other dimensions (trade, sectoral, etc.) of the overall economic
integration includes capital integration dimension. According to the AA/DCFTA to achieve
high level of capital integration with the EU, Georgia should effectively implement all obliga-
tions under the agreement, especially in areas related to capital movement as well as other sec-
toral obligations to make Georgia’s business and investment environment close to the EU’s
economic system. Consequently, effective implementation of the Association Agree-
ment/DCFTA is seen as an instrument to attract more Foreign Direct Investments from the EU
and therefore, enhance the level of capital integration and overall economic integration in gen-
eral.

However, it should be noted that despite the considerable progress in the implementation of the
Association Agreement/DCFTA, as described in the relevant reports of the European Commis-
sion, Georgia's capital integration with the EU has not changed significantly since 2014, after
signing the Association Agreement. In 2005-2014, during the 10 years before the AA/DCFTA,
Georgia's capital integration with the EU was increasing significantly in terms of absolute
growth, the share of FDIs from the EU in total FDIs and the average annual growth rate of the
EU FDIs. On the contrary, during 2015-2024, for 10 years after signing the Association
Agreement/DCFTA Georgia's capital integration with the EU displays only modest growth. In
addition, the average share of the FDIs from the EU in total FDIs in Georgia in the post-
AA/DCFTA period (2015-2024) is about the same as in 2005-2014, in the pre-AA/DCFTA
period.

Despite the expectations and forecasts that existed prior to the signing of the EU-Georgia As-
sociation Agreement, analysis of data on the EU’s Foreign Direct Investments in Georgia for
the period of 2015-2024, shows that progress in implementation of the Association Agreement,
namely its sectoral provisions and therefore, enhanced sectoral integration has not been fol-
lowed by an increase in capital integration. The convergence of Georgia's regulatory frame-
work as well as legal approximation with the EU, which makes Georgia's business and invest-
ment environment largely similar to the EU and therefore, increases economic compatibility
between Georgia and the EU, is not a sufficient condition for attracting increased volume of
Foreign Direct Investment from EU states as well as from non-EU countries.
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Annotation: The paper discusses the company's financial budgeting process and methods
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Introduction

Capital budgeting is one of the pivotal tools that evaluate the returns expected from
investments projects[1,2]. Using these tools, a company assesses the risks and returns
properly and make informed decisions to achieve its objectives. The most firms employ
several types of capital — capital components: debt, preferred stock, and common stock. In
this case, cost of capital should be weighted average cost of capital, or shortly — WACC,
which is one of the most important components of the capital budgeting model, and the
calculation of which is based on the weights determined by the target capital structure of
the company/[6].

The target capital structure describes the mix of debt, preferred stock, and common equity
expected to optimize a company’s price. As a company raises new capital, it will focus on
maintaining this target or optimal capital structure - the perfect balance between
maximising the wealth and worth of the company and minimising its cost of capital. Due to
debt cost tax deductibility, debt financing offers the lowest cost of capital. However, too
much debt increases the financial risk to shareholders and the return on equity that they
require. Because of that, companies are trying to have the optimal point at which the
marginal benefit of debt equals the marginal cost. Capital budgeting decisions include: 1)
decisions on a product, service, facility, or activity; 2) sound estimates of the timing and
amount of cash flow for the proposal; 3) a predetermined criterion for making or rejecting a
decision.

Companies with consistent, stable cash flows can tolerate a much larger debt load and will
have a much higher percentage of debt in their optimal capital structure. Conversely, a
company with volatile cash flows will have little debt and a large amount of equity. It is
difficult to pinpoint the optimal capital structure; therefore, managers have to make
decisions within a certain range[6,7]. The task of selecting the optimal capital structure is
also complicated by the fact that a healthy blend of debt and equity varies according to the
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industries involved, line of business, and a firm's stage of development, and can also vary
over time due to external changes in interest rates and regulatory environment.

There are two types of factors effected on cost of capital. One is that which the firm can
control, and another — cannot. Capital structure policy, dividend policy and investment
policy are instruments effecting on capital cost, and the interest rate, market risk premium
and tax rates are outside internal control. The company's goal should be to be as close as
possible to the optimal capital budget point, where marginal cost of capital (MCC) equals
the incremental expected return. The Figure 1 shows the marginal cost of capital and
investment opportunity schedule.

The MCC of a company tends to increase as it raises additional capital. As the company
makes additional investments with this new capital, returns on its investments will
generally decrease as represented by the investment opportunity schedule (I0S). The
relationship between the MCC and the IOS gives an overview of the basic decision-making
problem that a company has.

Businesses could pursue projects and opportunities that might enhance shareholder value
and profit. Because business has available the amount of capital for new projects is limited,
management intensively uses capital budgeting techniques.

Figure 1
Optimal Capital Budget
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There are a number of capital budgeting methods. Among them, the most commonly used
are: payback period, discounted payback period, net present value (NPV), internal rate of
return (IRR), modified internal rate of return (MIRR), and profitability index[3].

Payback Period

The payback period is a financial analytical tool that defines the length of time necessary to
earn back money that has been invested. Calculating the payback period can give an
investor some insight into the degree of riskiness that the investment represents.

The payback periods of two investment projects are outlined in Table 1.
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Table 1. Payback period analysis of two capital projects

Year Project A Project A
Cash Flow |Cumulative Cash Flow |Cumulative

o (S$1,000) (S$1,000)
1 200 200 300 300
2 200 400 300 &00
3 200 600 300 900
4 200 S00 300 1,200
5 200 1,000 300 1,500
[S] 200 1,200
7 200 1,400

. Payback Cash

Project .

8 200 1,600 Period Return
=] 200 1,800 N S wrs 2,000
10 200 2,000 B 3.33 1,500

Each project requires an initial $1,000 investment. But each project varies in payback
periods and number of cash flows generated. Which project is the best? Project (A) and (B)
have consistently 4 and 3.33 years, but project (A) generates $500 more cash than project
(B). The Payback Period method is most useful for comparing projects with nearly equal
lives, or for companies that focus on smaller investments, mainly because smaller
investments usually don’t involve overly complex calculations.

The payback period shows us how long it takes for the return on investment, but it does
not show what is the amount of investment’s return, and: it doesn’t accounting for the time
value of money, risk factors, financing concerns or the opportunity cost of an investment.
For this reason, payback periods calculated for longer-term investments have a greater
potential for inaccuracy. Therefore, using the payback period in combination with other
capital budgeting methods is far more reliable.

Discounted Payback Period

The discounted payback period is a modified version of the payback period. It is similar to
the regular payback period except that the expected cash flows are discounted and take
account for the time value of money. In this metric, future cash flows are estimated and
adjusted for the project’s cost of capital.

There are two steps involved in calculating the discounted payback period. First, we must
discount the net cash flows that will occur during each year of the project; and, second, to
obtain the discounted payback period, we must subtract the discounted cash flows from the
initial cost figure - this continues until the initial cost figure becomes zero.

Table 2 shows one example of discount payback period calculation.
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Table 2 Discounted Payback Period Example

Present Value |Discounted Value Met Cost

Initial Investment (10,000} (10,000} (10,000}
Cash inflow

Year 1 1,000 909 (9,091)
Year 2 2,000 1,653 (7,438)
Year 3 3,000 2,254 (5,184)
Year 4 3,000 2,049 (3,135)
Year 5 4,000 2,484 (651)
Year 6 4,000 2,258 1,607
Year 7 4,000 2,053 3,659

In this case, the project’s payback period is 5.16 years (5+ 651/4000=5 + 0.16 = 5.16).

One common disadvantage of both the payback period and discounted payback methods is
that it that they ignore the cash flows after the payback period which are serious deficien-
cies.

Net Present Value (NPV)

Net present value takes into consideration all the inflows, outflows, period of time, and risk
involved. This method compares the present value of a project’s cash inflow to the present
value of its outflows. Discounting the after-tax cash flows by the weighted average cost of
capital or hurdle rate of return allows us to determine whether a project will be profitable
or not. It also determines how profitable a project will be in comparison with alternatives.
In common, Positive NPV should results in positive economic value added (EVA) and posi-
tive market value added (MVA).

According to NPV rule: all projects with a positive net present value should be accepted,
and those that are negative should be rejected. A positive (negative) net present value
means that the rate of return on the capital investment is greater (less) than the discount
rate used in the analysis. In the case when funds are limited, only projects with the highest
discounted value should be accepted.

In the case of incompatible projects, as shown in Fig. 2, if the cost of capital is less than 6%,
NPVa exceeds NPVs and project A will be chosen, and if it is higher than 6%, then project
B will be chosen.
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Figure 2

NPV Net Present Value for Project A and B
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The NPV outcome heavily depend on inputs, estimates, and long-term projections of cash
flows. Among them is discount rate which reflects the opportunity cost of capital and the
associated with the investment. The weighted average cost of capital (WACC), industry
benchmarks, or the required rate of return for similar investments can be considered as a
discount rate. A higher discount rate will reduce the present value of future cash flows,
potentially leading to a lower NPV, while a lower discount rate will have the opposite ef-
fect. Therefore, careful consideration should be given to the selection of the discount rate
based on the specific context of the investment.

NPV is important metrics of an investment project as it gives money measure of benefit of
the project to shareholders. NPV can be used to compare a projected rate of return with
the hurdle rate required to approve an investment. The discount rate in the NPV formula is
a hurdle rate for a project based on a company’s cost of capital, such as the weighted aver-
age cost of capital (WACC), and a negative NPV shows that the expected rate of return will
fall short of it, meaning that the project will not create value.

Considering the fact that many businesses have a fixed budget and sometimes have two or
more project options, NPV cannot be used for comparing the projects different in period of
time; it doesn’t consider project size or return on investment (ROIY). It also relies heavily
on inputs, estimates, and long-term projections, which can have a significant impact on
the outcome of a particular project’s valuation.

Internal Rate of Return (IRR)

The Internal Rate of Return (IRR) is the discount rate that makes the net present value
(NPV) of a project zero. The IRR formula is as follows:

NPN = EN Ch __ 0
a . (1+IRR)™
n=

! ROI = Current value of investment — (Cost of Investment)/(cost of investment)
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Unlike net present value, the internal rate of return doesn’t give you the return on the ini-
tial investment in terms of real dollars. Using IRR exclusively can lead you to make poor
investment decisions, especially if comparing two projects with different durations.

According with NPV, proposed projects are usually accepted if they have a net positive
value. In contrast, IRR is often accepted if the resulting IRR has a higher value compared to
the existing cutoff rate or hurdle rate. Projects with a positive net present value also show a
higher internal rate of return greater than the base value.

Let’s consider a company which hurdle rate is 12%, and one-year project A has an IRR of
25%, whereas five-year project B has an IRR of 15% (Table 3). If the decision is solely
based on IRR, this will lead to unwisely choosing project A over B, while its NPV is 3.5
times higher than project A's NPV.

Table 3. Two Projects IRR and NPV
Year Project A Project B
0 ($1,000) 0 ($5,000)
1 1250 1 1500
2 1500
3 1500
4 1500
5 1500
IRR= 25% 15%
NPV= $103.64 $363.54

Let's look at Fig. 1 again. If the cost of capital exceeds 6%, both methods will favor project
B. A conflicting situation will arise if the cost of capital is less than 6%, because in this case,
the NPV choice favors project A, and with IRR, the choice will be project B, this is when
net present value of project B is less than the net value of project A, which would not be
correct.

Another reason why NPV and IRR give different results in comparing mutually exclusive
projects is that the first one considers the cost of capital as the reinvestment rate, and the
second one - the IRR rate, which is less realistic. Accordingly, the NPV method is more
reliable than IRR.

Using IRR exclusively can lead an investor to make poor investment decisions, especially if
comparing two projects with different durations. Another very important point about the
internal rate of return is that it assumes all positive cash flows of a project will be reinvest-
ed at the same rate as the project instead of the company’s cost of capital. Therefore, the
internal rate of return may not accurately reflect the profitability and cost of a project. In
the case when the duration of the comparable projects is different, the use of IRR can lead
to an incorrect decision, which is clearly seen from the projects considered in Table 3.
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In short, if the projects are independent, then NPV and IRR give the same result, but if
they are mutually exclusive projects and, moreover, they are characterized by different
scales and schedules, then NPV should be used as project choose criteria.

The Modified Internal Rate of Return (MIRR)

As we mentioned above, IRR assumes that all cash flows received from an investment are
reinvested at the same IRR rate. The MIRR allows us to set a different reinvestment rate
for cash flows received. Additionally, MIRR arrives at a single solution for any series of
cash flows, while IRR can have two solutions for a series of cash flows that alternate be-
tween negative and positive (nonmoral? cash flows), as it shown by Figure 3.

Figure 3

NPV for Nonormal Cash Flow Project
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Cost of Capital (%)
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MIRR is defined as follows:

MIRR = Fver 1
~ |PVCF

Where: FVCF — the future value of positive cash flows at the reinvestment rate; PVCF — the
present value of negative cash flows at cost of capital.

Projects that’s MIRR are above the expected return will be recommended to undertake,
conversely — rejected. In addition, the MIRR is commonly employed to compare several
alternative projects that are mutually exclusive. In such a case, the project with the highest
MIRR is the most attractive.

2 Nonmoral Cash Flows — cash flows that change sines many times; Normal Cash Flows — when outflows
followed by a series of cash inflows.
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Table 4. MIRR for mutually exclusive projets

Reinvestment rate = 10% |
Project S Project E
Year |Cacs flows |Year |Cacs flows
0 ($100,000) 0 ($100,000)
1 18,000 1 20,000
2 18,000 2 10,000
3 18,000 3 20,000
4 18,000 4 15,000
5 118,000 5 110,000
IRR 18.00% 15.42%
MIRR 15.98% 14.09%
NPV 527,569 518,199

If the projects are of equal size and duration, then as shown in Table 4: 1) IRRS > IRRE, 2)
MIRRS > MIRRE, and 3) NPVS > NPVE, and in other words, in this case, there is no
conflict between the regular IRR, MIRR, and NPV.

Profitability Index

The Profitability Index (PI) measures the ratio between the present value of future cash
flows and the initial investment. The index used for ranking investment projects and
showing the value created per unit of investment. The profitability index considers the
time value of money, allows companies to compare projects with different lifespans, and
helps companies with capital constraints choose investments. It takes into consideration
the time value of money and the risk of future cash flows through the cost of capital.

The formula for the PI is as follows:

pl = Present Value of Future Cash Flows

Initial Investment

To illustrate, let's consider an example. Suppose a company plans to invest one million
dollars in (A)---(E) investment projects (Table 5), the total cost of which exceeds the

amount allocated for investment.

Table 5. Profitability index of Company Investment Project

Project Cost PV NPV Pl
A 200,000.00 350,000.00 150,000.00 1.75
B 300,000.00 450,000.00 150,000.00 1.50
C 300,000.00 440,000.00 140,000.00 1.47
D 200,000.00 280,000.00 80,000.00 1.40
E 500,000.00 660,000.00 160,000.00 1.32

As can be seen from this table, the PI criterion requires the investment budget to select
projects (A), (B), (C), and (D), whose total NPV is 520,000. The NPV criteria gives us fol-
lowing choice of projects: (A), (B), and (E). There NPV sum equals $460,000, which is
worse than the previous choice made according criteria PI - $520,000. Although NPV is an

39


https://corporatefinanceinstitute.com/resources/accounting/cash-flow/

“930260dobHo”, “Ekonomisti” N2, 2025

important characteristic of an investment project taken separately, its use in this case, as we
have seen, gives the wrong result.

The profitability index, using the cost of capital as discount rate considers the time value of
money, allows companies to compare projects with different lifespans, and helps companies
with capital constraints choose investments, which should result in the maximum increase
in the value of the company.

MIRR has a significant advantage over the regular IRR. It assumes all reinvestments at the
cost of capital, while IRR — at the own rate. Assumption - making reinvestment at cost of
capital, is more correct and it gives better estimate of project’s profitability. If the mutually
exclusive projects are equal size and have the same life spans, then NPV and MIRR will
always lead to the same decision. The main advantage of NPV over MIRR/IRR is that it
shows how much each project increases the value of the firm.

Hurdle Rate

A hurdle rate is the minimum rate of return required on an investment. Hurdle rates give
companies clarity about whether they should pursue a specific project - the higher the risk,
the higher the hurdle rate. The following factors should be considered when determining
the hurdle rate: 1) risk premium, 2) inflation rate, 3) interest rate, 4) cost of capital, 5) and
expected rate of return. It serves as a tool for align management decisions with the expecta-
tions of investors.

The hurdle rate differs from IRR. The hurdle rate is a minimum acceptable return on in-
vestment, while IRR is the rate at which all the net present value (NPV) of all cash flows
from a project will be zero. If any project has an internal rate of return that exceeds its’
calculated required return, then it is accepted.

Most companies use their weighted average cost of capital (WACC) as a hurdle rate for in-
vestments. An alternative to making a new investment is buying back their own shares
which would presumably earn their WACC as the rate of return. So, investing in their own
shares (earning their WACC) represents the opportunity cost of any alternative invest-
ment.

The WACC is calculated by weighing the cost of each capital component according to its
proportion in the overall capital structure. If a company's WACC is 8% and the risk premi-
um for a particular project is estimated at 4%, the hurdle rate for that project would be
12%.In practical terms, WACC is a benchmark that presents the minimum return a com-
pany must generate on its projects to satisfy its shareholders and debt holders. When a
company evaluates new projects, using WACC plus the risk premium ensures that these
initiatives are expected to yield returns at least equal to the company’s current cost of capi-
tal plus the risk premium. The complete algorithm for these calculations is shown in Table
11.

Another way of looking at the hurdle rate is that it’s the required rate of return investors
demand from a company. Therefore, any project the company invests in must be equal to
or ideally greater than its cost of capital. Riskier investments generally have greater hurdle
rates than less risky ones, because more risk requires more risk premium.

To evaluate an investment by performing a discounted cash flow (DCF) analysis we need
to use the hurdle rate. The DCF analysis method uses the concept of the time value of
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money (opportunity cost) to forecast all future cash flows and then discount them back to
today’s value to provide the net present value. Within framework of financial model using
the hurdle rate in DCF analysis is illustrated in Table 6. This

As shown in this table, if a hurdle rate (discount rate) of 15% is used, the investment op-
portunity has a net present value of $405,544. This means if the cost of making the invest-
ment is less than $405,544, then its expected return will exceed the hurdle rate, and the
project can be accepted. If the cost is more than $405,544, then the expected return will be
lower than the hurdle rate, then the project will not be accepted.

Table 6 DCF Model for Asstimate Investment Project

Assumptions

Tax Rate 20% Terminal Value

Dscount Rate 15% Perpetural Growth 442 050

Perpetual Growth Rate 5% EV/EBITDA 600,000

EV/EBITDA Multiple 1000% Average 521,025

Share Current Price 20

Shares Outstanding 50,000

Cash Flow Entry 2020 2021 2022 2023 2024 Exit
Data 6/30/20 12/31/20 12/31/21 12/31/22  12/31/23 12/31/24 12/31/24
Year Fraction 0.5 1 1 1 1 1 1
EBIT 30,000 35,000 40,000 45,000 50,000 55,000

Less: Cash Taxes 6,000 7,000 8,000 9,000 10,000 11,000

NOPAT 24,000 28000 32,000 36,000 40,000 44,000

Plus: D&A 4,000 4,200 4,400 4,600 4,800 5,000

EBITDA 34,000 39,200 44,400 49,600 54,800 60,000

Less: Capex 4,600 4,300 5,000 5,300 5,400 5,700

Less: Changing in NWC 2,000 2,200 1,800 1,400 1,000 1,200
Unlevered FCF 21,400 25,200 29,600 33,900 38,400 42,100 521,025
Intrisinc Value 10,700 25,200 29,600 33,900 38,400 42100 521,025
Enterprise Value 405,544

Plus: Cash 30,000 Equity Value/Share

Less: Debt 10,000

Equity Value 425,544

Investment Project Estimate Excel Model (IPEEM)

Now, let’s Consider the model of project valuation called IPEEM[5]. This model is
implemented in Visual Basic for Applications (VBA) for the windows operating system.
This model allows us to calculate and list all above discussed all investment measures
(Table 10).

Model’s inputs of are listed in Figure 4. Based on this data, the model generates produc-
tion accounts, profit and loss, balance sheet, and cash flow statements (Tables: 7, 8 and 9)
[5]. The value stated here is not the current cash flows from business operations but they
are incremental value expected from new investment projects. These increases are reduced
by taxes, the rate of which is 20%; and the cost of funds - 8; cost of capital - 12%.
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Inputs of Investment Project Astimate Model

Initial Investment 1,200,000
Initial Sales Price per Unit 54.00
Annual Price Change (5.00%)
Initial Cost per Unit 43.00
Annual Cost Decrease (10.00%)
Project Life (yrs) 5.00
Residual Value 0.00%
Working Capital as % of Sales 10.00%
Cost of Capital 12.00%
Cost of Funds 8.00%
Tax Rate 20.00%
Tax Payment Delay 0.00

Depration Tax Method:

Finance Lease or Buy

[Stralght Line Basis (SLB)

Buy Equipment

I Arrers

-
Figure 4
Table 7 Income Sheet
0 1 2 3 4 5 6 Total
Jan-20 Jan-21 Jan-22 Jan-23 Jan-24 Dec-24 Dec-25
Sales Volume 50,000 50,000 50,000 50,000 50,000 250,000
Price per Unit 54 51 49 46 44
Sales Revenue 2,700,000 2,565,000 2,436,750 2,314,913 2,199,167 12,215,829
Annual Cost per Unit 43 39 35 31 28
Manufacturing Cost (2,150,000) (1,935,000) (1,741,500) (1,567,350) (1,410,615) (8,304,465)
Profit and Loss Account
Sales Revenue 2,700,000 2,565,000 2,436,750 2,214,913 2,199,167 12,215,829
Cost of Sales (2,150,000) (1,935,000) (1,741,500) (1,567,350) (1,410,615) (8,304,465)
Contribution 550,000 630,000 695250 747,563 788,552 3,411,364
Selling and Administration Costs (125,000) (125,000) (125,000) (125,000) (125,000) (625,000)
Annual Leasing Depreciation (240,000)  (240,000) (240,000) (240,000) (240,000 (1,200,000)
Net Operating Profit/(Loss) 185000 265000 330,250 382,563 423,552 - 1,586,364
Interest Pz - - - - - - - -
Profit before Tax 185000 265,000 330,250 382,563 423,552 - 1,586,364
Tax 37,000 53,000 66,050 76513 84,710 - 317,273
Profit after Tax 148,000 212,000 264200 306,050 338,842 - 1,269,092
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0 1 2 3 4 L3 6 Total
Jan-20 Jan-21 Jan-22 Jan-23 Jan-24 Dec-24 Dec-25
Balance Sheet
Fixed Asset 1,200,000 1,200,000 1,200,000 1,200,000 1,200,000 1,200,000 1,200,000
Depreciation (240,000) (480,000) (720,000) (960,000} (1,200,000) (1,200,000)
Net Fixed Assets 1,200,000 960,000 720,000 480,000 240,000 - -
Cash (1,200,000) (1,082,000) (616,500) (99,475) 458,759 1,049,175 1,269,092
Total Assets (122,000) 103,500 380,525 698,759 1,049,175 1,269,092
Working Capital - (Liability)/Asset (270,000) (256,500) (243,675) (231,491) (219,917)
Tax - - - - - -
Timing/Deferred Tax - -
Loans
Shareholders Funds 148,000 360,000 624,200 930,250 1,269,092 1,269,092
Total Liabilities (122,000) 103,500 380,525 698,759 1,049,175 1,269,092
Table 9 Cash Flow
0 1 2 3 4 L} B Total
Jan-20 Jan-21 Jan-22 Jan-23 Jan-24 Dec-24 Dec-25

Cash Flow
Operating Profit 143,000 212,000 264,200 306,050 338,342 - 1,269,002
Non-Cash Costs 240,000 240,000 240,000 240,000 240,000 - 1,200,000
EBITDA - 388,000 452,000 504,200 546,050 578,842 - 2,469,002
Change in Working Capital (270,000) 13,500 12,825 12,184 11,575 219,917
Net Operating Cash Flow - 118,000 465500 517,025 558,234 590,416 219,917 2,469,092
CAPEX (1,200,000) (1,200,000)
Interest - - - -
Tax - - - - -
Cash Flow before Financing (1,200,000) 118000 465500 517,025 558,234 590,416 219917 1,269,092
Financing - - - -
Cash Flow after Financing  (1,200,000) 118,000 465500 517,025 558,234 590,416 219,917
Cumulative Cash (1,200,000) (1,082,000) (616,500) (09,475) 458,759 1,049,175 1,269,092
Cash Flow as % of Profit 63.78%  175.66% 156.56% 145.92%  139.40% -
Balance Sheet Cash (1,200,000) (1,082,000) (616,500) (09,475) 458,759 1,049,175 1,269,092

- - (0) () (0) (0) -

This model evaluates two options: buying or leasing the equipment. The estimates results
based on the inputs given in Figure 1 are presented in Table 10.

Table 10 MNet Present Value and Other characteristics of Project

NPV

Internal Rate of Return (IRR)
Benefit : Cost Ratio

Inflows

Buy Lease
Payback Period, yr 3.1 3.1
Discounted Payback, yr 3.2 3.1
Accounting Rate of Return 52.88% 66.04%

Present Value at of Dicounted Cash
Less Initial Investment

1,971,405 | 1,595,780
{1,200,000] | (1,000,000)

771,405 595,780
23.0% 17.2%
164.3% 159.6%

As can be seen from this table, the internal rate of return of both projects, 23% and 17.2%,
are sufficiently higher than the hurdle rate, which is 12%. But, buying a machine looks
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more preferable because of IRRsuy is higher than IRRiesse, NPVeuy is higher than NPV iease,
and the efficiency rate of buying is higher than the same characteristics of leasing. The ad-
vantage of leasing is indicated only by the accounting rate of return, 66.04% versus to
52.88%, but this is less indicative of the increase in the economic value of the company.

Another important component of the investment analysis and valuation model is
sensitivity analysis, which allows us to visualize the impact on the investment outcome of
changes in the essential variables that are included in the model parameters (Figure 5). In
this case, these are the sales price, the price of funds, and the cost per unit of product. This
analysis aims to estimate the effect of achieving project.

Figure 5

Investment Analysis >

Sensitivity Option

“ (A) Sensitivity: Initial Sales Price per Unit and
Cost of Funds

— (B) Sensitivity: Initial Sales Price per Unit and Initial
Cost per Unit

{A) Sensitiity: Iitial Sales Price per Unit - Across; Cost Funds - Down X { {B) Sensitivty:Inil Sales Price per Unit: Across :Iniial Cost per Unit: Down X
1200,000 1,400,000
EE 1200000 14222788
1,000,000 1

1,000,000

48 49 54 5 56 57

51 52 E 50 51 52 5 200,000}

objectives if certain assumptions do not occur as projected. Sensitivity analysis is a
technique that can show us the impact of changes in key project variables on the baseline
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project outcome. As can be seen from this figure 5, the value of the NPV of a given
investment project strongly depends on the listed parameters of the model, which is
noteworthy and should be taken into account when making a final investment decision.
The same analysis should be applied to the other measures discussed here, such as IRR,
MIRR, and PI.

Conclusion

As we have seen above, each of the capital budgeting methods discussed has advantages and
disadvantages. The Payback Period is simple and shows the liquidity of the investment. But
it doesn’t account for the time value of money or the value of cash flows received after the
payback period. The Discounted Payback Period incorporates the time value of money but
still doesn’t account for cash flows received after the payback period. NPV is important
because it gives a direct measure of benefit of the project to interest-holders. A positive
(negative) Net Present Value means that the rate of return on the capital investment is
greater (less) than the discount rate used in the analysis. In the case when funds are
limited, only projects with the highest discounted value should be accepted and all positive
NPV projects can't be initiated. So, we should look at NPV as the single best measure of
profitability. As for IRR and MIRR, they also measure profitability, but in percentage
terms, which many decision makers prefer. MIRR has an advantage over IRR because it
takes into account that the reinvestment rate may not always be equal to the IRR of return.
For decision makers, the profitability index (PI) is also quite informative and shows how
much is expected to be received per unit of invested money which is valuable for
comparing projects.

If the projects are mutually independent, then the NPV, IRR, MIRR, and PI methods will
have the same decision on whether to accept or reject the project. If projects are mutually
exclusive, then the ranking of projects can be conflicting, and to make the right decision,
additional procedures will need to be implemented.

Which capital budgeting method should you use? There is no unequivocal answer. Each
one has unique advantages and disadvantages, and some companies often use all of them.
Currently, this is not so difficult to do with the help of modern computer technologies,
which is clearly evidenced by Table 10, which is the result of the IPEEM software created
for this purpose. This increases the quality of project evaluation and the awareness of the
decision maker, because each one provides a different perspective on the capital investment
decisions.

The result of the project evaluation depends on several key input parameters of the
evaluation model. In our case, these were: 1) unit product price, 2) cost of funds, and 3)
cost per unit product (see Figure 5). As can be seen from figure 5, the result of the project
evaluation is highly sensitive to the listed parameters of the estimated model, therefore,
this issue should be properly taken into account in the assessment of the investment pro-
ject’s value.

45



“930260dobHo”, “Ekonomisti” N2, 2025

When the NPV of all existing investment projects is determined and the available amount
of resources required for their implementation is also determined, it is possible to use the
linear programming method and thus determine the optimal capital budget.

Table 11 An investment project’s the cost of capital and hurdle rate calculation model

WACC

Cost of debt [

Risk-free 55% Comparable companies:
Takrate A Auerage everd 2%
Market risk premium 55% Average befa " 120

Comparable companies Leverage (DIE) Beta

Company A 0%

Company B 80%

Company C £5%

inEUR 0

Debt fingnting 300,000,000 300,04

Equity financing 200,000,000 200,090,000 200,000,000 200,000,000 200,000,000 200,000,000 200,000,000 200,000,000 200,000,000 200,000,000 200,000,000
Tota Francing 750,000,000 " 500,000,000 7 485,000,000 455,000,000 " £25,000,100 " 355,000,000 365,000,000 7 335,000,000 " 305,000,000 275,000,000 7 245,000,000
Debt financing % 60.0% 60.0% 56.8% 56.0% 29% 44 B2% 03 M4k 3% 18.4%
Equiy financing % 40.0% 40.0% H2% 4.0% LIAL) 08% 5485 8% 656k T2.7% §1.6%
Total financing % 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Project beta:

Debt/ Equity 150 150 14 128 113 0% 08 068 05 038 03
Bela Unlevered 076 078 076 076 078 076 0.7 076 078 076 076
Project beta: 168 168 18 154 145 136 127 147 1.08 099 040
Cost of equity 147% 14.7% 145% 14.0% 135% 13.0% 125% 120% 1.5% 1.0% 10.5%
WACC 9.7% W 0T 7% T 0% 0T 9.7% [N 0T 7%
Project risk premium 200% 200% 200% 200% 200% 200% 200% 200%  200% 200% 200%
Hurdle rate of retum 117% M.T% 1.T% 11.1% 1% 1.T% 1% 11.T% M.T% 1.T% 11.7%

References
1. Ogden J.; Jen F. C.; Connor P. F. (2002) Advanced Corporate Finance. Practical Hall.
2. Ross; Westerfield; Jaffe (2002) Corporate Finance, 6™ Ed. McGraw-Hill
3. Brigham, E. F. and Whrhardt, M. C. (2005) Financial Management, 11% Ed, Thomson
South-western.
4. Alastair L. Day (2005) Mastering Financial Modeling in Microsoft Excel, 2" Ed, Practical
Hall, Financial Times.
5. Lemonjava G. (2024) Company Financial Modeling and Forecasting. Journal Ekonomist,
2, vol. XX 2024.
6. Hovakimian, A.; Hovakimian, G.; Tehranian, H. (2004) Determinants of target capital
structure: The case of dual debt and equity issues. Journal of Financial Economics 71: 517-
540.
7. Sibindi, A. (2016). Determinants of capital structure: A literature review. Risk
governance &  control: financial - markets &  institutions, 6(4-1), 227-
237. https://doi.org/10.22495/rcgv6idclart13

46


https://doi.org/10.22495/rcgv6i4c1art13

“930260dobHo”, “Ekonomisti” N2, 2025

8080 @gdeabxs3s
U039l 29603960b0BIH0b sbeago698e9¢mo 36mR9beko

330656L® dmgmdo 3s30¢s¢ols 30X gEH0MIds
https://doi.org/10.52340/ekonomisti.2025.02.0

Mobonmdy

00BbglgdO 3930390l BOWXIEHOMJOOL 3OMEILL 0ygbgdgb 0ol slivybo,
Y] GMIJEo JOMO0MOEO 153 gdJd0s AMAJZoE0sbo 0b639LEH0E0gdOLMZ0L Tgls-
3ge0oLo s HMIgE 3M:m9]GHIJOL FgvydEosm 439w sBg Bowso Fgdmbiogerol Im@obs.

3930350b 30X gEH0MIds dogmo obbGHMmwIgbGHos s 30mEgbo 9d3b bsdoxl
dm0o3ogL: bLoobgzglBoEgom FgbodewgdEmdgdOL 0IYBEH0BOEMYDdS; LoobzgbBogom fobs-
50090930l dgM™M3909; dOXIEHOL MomdsDY A5005(Y39G 030l Fowgds; domX 9oL
9dbogds s Jobfoergds; 3930&Hsmol BorxgEHOL MYs0Bgds; s TguBergdol do-
dmbogngs.

3930350l B0 IGHOMIOOL b3goslibgs 990m©o sMLGdMdL: v)3mgd0L 39M0-
mo, NPV, IRR, MIRR s 8m3%90056md0l 0bgdbo (PI). 3ow3gmerol 3eroligdol s
d0obmLgdol d0vbgs35, 3omYob gmgzgwo odwgzs #osfy3gEHOwgdol bodwyowrgdsl,
052600 49054393 0wgd0L  bamobbol sbsfgzs B0Bsbdgfimboros Fsmo gPmmdEo
2090996905, Mr0y6 yzgmo doYsbo gosf39EH0wgdol dodwgdl sdwg3l ©sdsEHgdom
3OLMBIOOZ MoM3 0683MmMT309b.

65dOMmddo FoMdmygbowo dIm@geo, HMmIgewos dmoasgl dowmxgGHoMgdol Bo-
dmzwoe d900mEIdL, ©s dobo 3MMmmwo NBOMBlgwymegs 0dergzs bodwmomgdsls
™3G000DOE05 393900MM 3530GHSWOl dOYRIGHOMIOOL 3MIM3ILL, 3539009l boobggl-
&oEom  30Hmgd@gdl dMoegodbmogzo dgxrsligds, dmbEgl Fomo MogoMgds 939900
3M03gM0domn s 590L boxgwdzgubg dgoMmbgl ob boobzgbBHogom 3MMmgd®Egdo, MMa-
9003 3mI35600L OB GOOL TodloToer® BOMPL A330MIds. FoMHEs 530bY, g
d9demgds ogml  0bbE®MIbEo, HMmIEol Lodremgdoo dglsdwgdgeo 0gbgds 4odmmg-
@9d0L 8930000900l 899306 gds, 358MmmM3mgdol 3OHMEILOL IRJIMdS s JoOFY39GHO-
@9d0L boolbob sf93s.

47



“930260dobHo”, “Ekonomisti” N2, 2025

5300 F9¢2009
9302620030b 5350900290 OOJH2HO

bsgdooggamU Lsbgedfonm domxadol GgbwgbEogdo s bstxgomo bsfjogols
LGHEgmzol Dryoghomo dods@momegds

360Hs30s. 9602369¢m 35¢rYHsT0 Fga 600 bsgstozgereals bsbgerdfognm owxgdob
obmBowero H9609660960L $65¢20 Dol 3sG5¢rgereytrso 659630l 30639¢m bsfoerdo

ps®deagoggbocros,  9608369¢rm3560  bsBorgxadm  356Gsd9hg60l  dorerosbo  dos
3G AHOb, 3565636900 femgdol 968980256 379006G0 foerol obsdozs.
bsbgardfom, (Gsor Jm&ol bsgs®gm) gscrol dmdbsboykgdobsomzol gsbzeyor-
360000 ym39cHoNG0  bsBorx g @sbsbstxgdol bHol sGsbsloybzgero Geagrem-
@obol 306289880, bsdorixgd? 36G0pgbol bGoenymaol 9600-96G0> Jods®0rem9dsc;
b50639b90600/353095¢)6%0  3609999980b  9RIAOIBMBoL bHOob 525300798 cBss
dobBbgrycmo.
390202535 Bg89am0s - 30263G9(929¢P0  (5930209605¢30980  bsob3gbdos0 353095~
G0 3G9I Fs6G0030b 89000 mgool braemymol 05085 By.
Us3256002  bodgzgbo:  bobgerdfomemn  8ooxado;  bsobzgbdogoey/3530(95¢nei6h0
362995980.

39ls535000

LogdoMmm39wml 356g8ab@olb dogem 2024 ferol 10 939936l dowgdwmo 3sbmbo
L0595Mmzgemlb 2025 ferol Labgedfiogm dowyxg@ol Tglobgd® 4sbLszmmMRdwMEwo
©533060m30L ©M39dgbBHos Moysb 030 J39ybol sdMM300gdWMdOL SMEYIBOL
(1989 fiwol 9 s3Goo) dgdamd, 9gomzbme Fsm@Esdo dggbowo, Goyom
(300509509 HromMo d0xgEHOL 306mbos. 9J9ob godmdobady Mom 5g@Ewow®
Lo300mbl  [omBmoygbl 2ob3wowo 3gMomol dsbdow by Jggybol 53 MPmogtgl

530656 ™3agh®(9d)do 353m3300000 Fgbnbr0gdol dgbfages-sbocobo.

00 256099mqd0L 9035¢0obfiobgdom, MM - ,LsJsdmzguml Lsbgwdfoxgm dov)-
XIGHOL 3060390 Fergdol 3o6mbgdol LEHMMJEMEs 36033bgem3zbo AobLb3Y3IdM.,
39903mdo iergdobs o Logobme dmddgo LEHMWIGHWOIOOLOY.  ,d9vdegdgos
960360 35003580 999600 LdsMmzgumml bobgerdform dowxg@ol 30MH3gwo
foneo  306mbol  domgdosb  ©®IBY, ,0Lgmo LsdowxIGH™  3565TgEHMIO0L
06530306 ©050039b5-90H000gMHPTJOIMGds  MHMYMOHGOOES:  bodoMmggurml  bobgerd-
Pogm 309xgEOL Logosaliasbsm dqdmbogugdo, Lsbgwdfogm bodobsm s Logs®gm
350l mgbmMmdgdo s Lobgedfomnm  dowxgBHOL 35YdMYgdgdol (Jso FmMob
Lodobom s Logo®gMm) BMEOL 56 Jegdol BH9bwgbEogdo. (BMsdodzowo b., Fgwody
., 2024).

9990056 398mdobstg 1996-2025 fFargdol Lbogs@mgzggumlb Labgendfonm dovyxg-
AobL 3565393Mg00s6 Tbmemmo gbMowo #1-00 FoHdmpagbowo bsdo dshgzgbgdenols,

396dme: Lobgedfoxzm dowxgEHoL dgdmbiagargdol, botxqgdols s babgwdfogm 3s5¢ol
D03MH0 dmEmermdol obsdozol aygbs s®ol dglsdargdgaro.

48



“930260dobHo”, “Ekonomisti” N2, 2025

3bMowo 1

Usgs@ronzgemmls bsbgemdfogez 8oryaegdol 35606980 domgdol omobsmzol 53 356065680
@3807b0(9879¢m0 608369¢mm3560 356s89(3980L ob3FoZs  (Ocb. ¢mstr0)

1996 2025 boros/
3°985%
U3950939¢00b bsbgerdpogea Boryacadol 555,1 234349 | 4221,7%
g90mbsgcemgbo
Usgs®039¢meals bsbgerdfogm Borgxgdob 7846 21 841,97 | 2783,8%
bsGx9d0
bsgs®oag9amml bsb. 35¢70b bez®Goiamo m@gbeds * 364222 | 31236,9%
116,6

Pystrer: bsgs@ozgemeals bsbgerdpogen 8osxcgdolb dobsbgd bsdstoggerel dgbsdsdobo
pemgdob 3560m6980.

O0amO3 bOowNel-om Fo0dmygbowo dmbs3gdgdosd 36(dwbogdom sb3-
OO M350 ol  2563s3wmdsdo  LogdoMmggewml  Labgwdfoxm  dovxgdob
396mbgdol dogdol eobsmgol 53 3sbmbgddo wsxgoJomgdmwo bsdo HBydmsmbod-
Bmo 350539BHMH0b BOEOL Yzgmsbg Fowswo-,s80d0“ 3H9gd3om ULogdotmzgermls
Lobgerdfogm 350l 3sbgz9b690qeo bollosm@gds. Moz ABLOIMPOGOM ©IGHZOOHN-
3oL o390l bodo®™M3gMlb  doMHOMOEO  LsdoWRIGH™M 356599 JOOL  OLbEHMMOwE
(1996-2025 §§.) 3Oowdo 56bowgol smEomgdemdsl.

MMAMOE BoygMm3ILMOMEO  5V0MJOMEO 35BS (bOYMABL LsdomxgdH™ 3o-
65993Md0L  LOMERLLMZbo  BosoBolsmgol  Tomo  MmEYbmddOL  Tglodsdolio
Jangdol  4399boll  Boveobo  dos  3MMEIBHoL  mYbMIGIMD  MsbsBIMIMBOL
B0dbom 255b5c0Bgdss 9309090, 5990 A9FMIPOBIMY BMAMOE SBOgHPbgE
393006086538 296L5390MG¥YO  YMMOEIOL J399sbsdo sMLgdmwo ol sMoLslwG-
39000 M95Mds IMomMbM3gL HMIOL Msbsbdos(s,

* ogoozgenmlb 1996 ferol bsbgerdpogem 8oogxgdol dgbsbgd» bsgstroa39¢mels
1996 farol 8 03989(3¢0b 3060680 o¢rbsbo s Rofbothgds Lbsbgerdfogem (Gso
J&ol bsdobscr s bsgstgm) 35emob bmzmoyero dopeyermds. bGoeroor pstdme-
3960¢r0 JmbsigG960 598:9¢m0s Sb0TbrICmo 356mbol G9-6 Jryberdo sGligbryer gea-
J9e06985Yy, («g560b5B@3GmL Lsgs®039emmb dmsz(m80l Jogt bsdstGorzgeramlb 1996

perol bsbgerdfogm 8owacgdol sbsgsGsgsco dbmoaarom 85630056 domgdryemo bglbol
350m996980L B3Goycmo 0@©9b0ds 116 607 s005U0 ¢rstol m9b8002».) 0syHbMmB00.

™BOE0SYH  Fysmmgddo 9s8md3994bgdeo 4399bol dmerosbo Jos 3Hm©IEHoL
1996-2010 fiergdol  dsbg9bgdargdo, sbysmodms ghmgbmemo LobEgdol 1993 farob,
bowe 2010 Herosb mgdog, 99539 bobEGgdol 2008 figrol IgormEME®A0m SMOL
2056206008909 0. Gog LOHYELE FodMOOEbogl 1996 [erosb (9HMzbye For@E)s-
do dgpgbowo Lobgwdfogm dowxgdob dgbsobgd LogsGmzgmwml 3oM39wo  3sbm-
Bol domgdosb) ©Mgdg domo ghmo obsdommo dF3M0z30L Loboo §oMdme-
23960L5 s 9BsEoBol FgbodEgdEPMBSL.

494960 Lo@wyoEosl  30©I3 MBOM  SOMNYWIIL  bEHIGOLEH0IOL  gHM3bmwo
LodbobMGol doge 2024 ol asdmEgdve, ,Lods®mzguml 2024 ierob LEsGobEGH03MGo

fowofgnwo®b Ggduddo, spMgmgg Ldo®mzggeml gHmabreo 8s630L 393 3390 bY

49




“930260dobHo”, “Ekonomisti” N2, 2025

3°9md399bgdmao, Lodo@mzgeml 2015-2023 §argdol doeosbo dos 3Gmmddob
0539690 gd0l, fobs Fargdol godm3gdgddo oxgodlo®madwer dsB3969dwgd%y 96003~
Boarmgbo 4oBMHOOwo mYbmdgdom {omdmaqbol gsd@ol sGLgdmds. (ob. sbMowo

#2)

3595095980l

500,35

gbMowo 2

bsgso39am0l Borerosbo Jos 36m@rgdols bsbgarndfioge 80210l dotoorso
(Gcmtg0. ¢n5(50)

bsbgendfoger Bozgxgdob
3553893980

010

011

012

013

014

015

016

o017

018

12019

12020

12021

120222023

024

025

be2d0bseveyio Boxemosbo Jos

(683) BoBobstrg Bsligddo
96367907 563560 1993 ferols
(SNA 1993) bolidgdoor 3ss635(50898s9c0

SOARIIOO
(983) dod0bsg Bsbgddo
96360900 sbg5(H0dos 2008 ferols
(SNA 2008) bob3gdoor 3s56356G08987)er0)

bbgombs 1993 s 2008 fergdols
bobdgd96000 3556356098
05539698298 Teacrol

60180B3ameyGOo doxgosbo Bo
3GAQTI0

(083) Godobsty Zslyblo
2024 ferols fgcrof@gaerob dgdbdood
@5 963629¢70 85630l
350029399698 2900

bb3sm8s 2024 ferob fgerofgeecroo
@5 963609070 856300 bso Dy
3500939969829¢0bs s 1993 femols
J90202002¢-000 35563560898.
333-b 9s639696¢98L ol

bbzsmB8s 2024 ferol fgerofogeicroor
@5 9H3609¢70 85630 bsoh by
89002529969829¢7bs s 2008 ferol
9020202000 3556356G098.
393-U 9s5539698¢298b deacrolb

SGEOIIO0 20,7

beaoB3ery0 Bongmasbo Bos 21,8

+0,1
15,3%

bsodyby -

243

+1,2
4,9%

26,2

27,2

+1,0
3,8%

26,8

128,6

+1,8
6,7%

292

31,1

+1,9
6,5%

- |27
- 185%)

- |*06

31,8

33,9

+2,1

6,6%

345

1,8%

34,0

35,8

+1,8
5,3%

36,6

+2,6
7,6%

+0,8

12,2%

37,8

40,8

+3,0
7,9%

41,3

+3,5

9,3%

+0,5
1,29

41,1

44,6

+3,5

85%| -

4454

+4.3
105

+0,8
1,8%)|

49,3

497

+0,4
0,8%)|

49,3

498

+05
1,0%

60,0

60,7

+0,7
1,2%

723 | -

72,9\ 80,9

+0,6 | -
0,8%| -

90,9
e

992
36"

Pgstea:  bsgsozgareals  bhsdoldozob  gtgbsycmo  bsdbsboytro;  bogs®oggemmlb  30bsblbors
bsdbob e, 936090 8s630
* 8mbsggdgdo  s@9boyeros dgbsdsdobo 2025 famols bsgs®ozgermb  bsbgerdpomem  Borxgdob
396mbolb 056000930, 3960m@:  “ToB0sO 930600790 @5 R0bs6LLGBO  0bLOIGHMHIB0”
(b585Be2 bgbs®0)” oM 32999690 sb.

94m39039 bgdmombodbmols s 08 goMgdmgdol domzowolfjobgdom, Mmd
FoOomE bgedobsfizmd Ubgs mazogowsn® Fysmmgddo o6 godiomgds 1996
P0sb ©®idg, 9Omo s 00539 B9OMEMEMMR000 FosbysMm0dgdwo, J399bol
doosbo  3MmEMI@ol  dsBg9690wgdo, J3gdmmfemdmpygboer bGow 3-do  Lo-
JoOm39wmb Lobgedfoxzm domxg@ol 3603369wm3zs60 356509EHMYd0L O RsLbmgbo
365@0BoLIMZOL 9300090 g00,- Fo0 MmEIhMdYdOL Fgbsdsdolo Hergdol doeosbo

50




“930260dobHo”, “Ekonomisti” N2, 2025

dos  3MMmENIGHOL MmEIbmdJOMB  MbsBMEMdOL  BsBggbgdgwro Tbmeme 2015
§0@sb 5G0b 4o5b500d9do. (ob. gbGowo#3).

658035  (Gcb. ¢rsth0)*

3bGowo 3

Usgfs@orzgemmls Googmosbo Go@s 36G@rddobs @s bsbgendfoger Bosypegdol
doG0m5@0 35(2599¢9(960b

Usbgerdfogea. Boryy-ob 3s6sdg. 12015 2016 | 2017 | 2018 2019 | 2020 2021 2022 2023 2024 2025
b6m80bs¢reytio Goxemosbo Jos 34500,0 | 36600,0 (41300,0 45400,0 \49700,0 49800,0 60724,1 |72860,1 808828 908952 |99239,4
Sbexoio (BoBobis golighdo) @el)** | (36
bis/3¢7985, 2015=100 1000 | 1061 | 1197 | 1316 | 1441 | 1443 | 1760 | 2115 2344 | 2635 | 287,7
Usbgemdfoger Bozxgdol Egdeals. 8090,0 | 8555,0 | 94895 |10314,2 |10487,7 |11226,9 (11179,2 |14560,4 |17619,9 |20731,0 | 234349
BAH@s/3¢7985, 2015=100 1000 | 1057 1173 | 1275 | 1296 | 1388 | 1382 | 1800 | 2178 | 2563 | 2897
b3. foero 883-056 234 238 230 22,7 21,1 225 184 20,0 218 288 236
Usbgemdfoge Bozype-ob bsg. 8gdmb. | 7600,0 | 7980,0 | 8820,0 | 9490,0 |9645,0 |10465,0 (103423 |13423,6 |16290,4 |19115,0 |21885,0
BAH@s/307985, 2015=100 1000 | 1050 116,1 | 1249 | 1299 | 1377 | 1361 | 1766 |2143 | 2515 | 2880
b3. Poero 883-0256 22,0 21,8 21,4 209 19,4 21,0 17,0 184 20,1 21,0 22,1
Usbgemdfome Bozype-ob bstxgéo 80054 |8543,6 |9121,2 |9720,7 |9641,1 |10846,5 127583 |14415,3 (163352 |19120,9 | 218422
bE©/3¢7985, 2015=100 1000 | 1067 | 1199 | 1214 | 1204 | 1355 | 1594 | 1801 204,1 | 2399 | 2728
b3. pocro §83-0056 232 23,3 22,1 21,4 19,4 218 21,0 19,8 20,2 21,0 22,0
Usbgerdfoge gsemol bmat. cgb. | 11808,6 | 14575,5 | 15909,4 | 17931,4 | 19787,2 | 23434,9 | 33680,1 | 34485,6 | 31565,5 | 33664,7 | 36442,2
BE/3¢7985, 2015=100 1000 | 1234 | 1347 | 1519 | 1676 | 1985 |2852 |2920 |2673 |2851 | 3086
b3. oero 883-0256 342 398 385 395 398 47,1 55,5 47,3 39,0 37,0 36,7
Usdobsez 35a0lb bz, gpgbmbs 3117,7 | 2997,7 | 3562,7 | 3905,0 |4400,0 |5466,8 |59458 |7065.3 (84188 | 9928,0 |11544,6
BAH@s/3¢7985, 2015=100 100,0 96,2 1143 | 1253 | 1411 | 1753 | 1907 | 2266 | 2700 3184 | 3703
b3. Poero §83-0256 9,0 82 8,6 8,6 89 11,0 98 98 104 10,9 11,6
Usgs9em 35qmols Bg. caogbrmds 8690,9 |11577,7 |12346,7 | 14026,4 | 153872 |17968,1 \27734,2 |27420,3 |23146,7 | 23736,7 | 24877,7
BO/3¢7985, 2015=100 1000 | 1332 | 1421 | 1614 |177,0 | 2067 | 3191 | 3155 |2663 | 2731 286,2
b3. fogro 883-0256 252 31,6 299 30,9 31,0 36,1 45,7 37,6 28,6 26,1 25,1
Usb. Borgxaed. gsam@gboyam. eos | 1610,0 12750 |1792,7 |1986,8 |2186,1 |3067,3 |52789 |43522 |36443 |3338,5 |34259
BAH@s/3¢7985, 2015=100 100,0 792 1113 | 1234 | 1358 | 1905 |3279 |2703 |2264 | 2074 2128
b3. pocro 883-0956 467 | 348 434 438 44 6,16 869 597 451 367 345
bs8obse 6000 | 2000 | 4000 |4000 |5000 |12000 | 0,0 1300,0 |1400,0 |1500,0 |1600,0
YE/3¢7985, 2015=100 1000 | 3333 | 6667 | 6667 | 8333 | 2000 00 216,7 | 2333 | 2500 | 266,7
b3. poro 8d3-0956 1,74 0,55 0,97 088 1,01 241 0,0 1,78 1,73 1,65 161
Usgotigea 10100 (10750 | 13927 |1586,8 |1686,1 |1867,3 |52789 | 30522 | 22443 |18385 |18259
BEH/3¢7985, 2015=100 1000 | 1064 1379 | 157,1 | 1669 | 1849 |5227 | 3022 | 2222 | 1820 |180,8
b3. pogro 83-0056 3,08 3,01 3,07 3,26 2,81 107 926 332 251 2,02 1,84
Usb. Bozrgy. 35¢m@gBoyem. 361985 4192 | 4444 | 5262 | 760,1 | 9339 (10227 |28066 |1237,0 |12185 |14234 |1416,7
\7a98s 1000 | 106,0 | 1255 | 1813 | 2228 | 2440 | 6695 | 2951 |290,7 | 3396 | 3380
BeBs/3am98s, 2015=100 122 | 121 | 127 |17 19 205 |46 17 15 157 | 1,43
b3. foero 83-0056 632 844 952 35,1 40,1 44,0 4.8 432 429 427 429
bs8obscr 1000 | 1335 | 1506 | 555 634 69,6 67,7 68,3 67,9 67,6 67,9
BEH/3¢7985, 2015=100 0,18 023 023 0,08 0,08 0,09 0,07 0,06 005 005 0,04
b3. foero §d3-0956 3560 | 3600 |431,0 |7250 |8938 |9787 |27637 |11937 (11756 |1380,6 (13738
Usgotigea 1000 | 101,1 | 121,1 |2037 |2511 |2749 |2749 | 3353 |3302 | 3878 | 3859
YO/ 3¢7985, 2015=100 1,03 098 1,04 16 18 1,97 455 1,64 1,45 1,52 1,38
b3. pogro Ji3-05b

Pgotocr:  bsgsorzgareals  bhsholdoz0b  gtgbsycmo  bsdbsboyto;  bsgs®oggemmlb  0bsbbors
bs3bobHea; bsgs®orzaemel 9teg6w9¢m0 8s6;30.

* 6b®0endo ©sz09bo0M98wcm0 dmbsggdgdol sm98eicmos bsgstorggereals bsbgerdpoger Borxadol

dgbsdsdobio

pengbol  356m6980L  Jomgbol  @olsmgol o0 3560698830  sgoFbocgBrem
3565999998 B9 ©s9BbBOO).

* bogsozgemels bobgerdfogen oryxgdob Gobsbgd“ bogsGorggermlb 3560698l ©sGorryemo:
»J39960L dotoms0 80mbszgdgdobs s Fodst03:9en98980 “-b Fgbsdsdol femgdol o 3989659880
@sg07l069829¢00 8ebsig89do.

MMAMOE 3bOHOo 3-000 FoMImygbowo dmbs3gdgdosb 36m§dmbogdoom bosbs-
@obm 3gMomol (2015-2025(;.) ¢96053¢mdsdo BMOL yzgmsbyg dowowo (285,9%)

o1




“930260dobHo”, “Ekonomisti” N2, 2025

39930, Logdom3geml Lobgadfogm 00vyxgEHOL LoasMgm 35¢EYdwEgdgdoL dma-
Lobw®mgdol dsb3969090 boliosmgds.

J3994bolb Logo@gm 35¢0(90)ol 39obol @ohdsMgds gMmo Fgbgr3000 MM
300BH0MO  dm3wgbsl FoMmBmoygbl, mdizs vy IbgE39wmdsdo dog30mgdm 50
35e0(90)ob Lo®golm dymIsMmgmdom 296306MHMdGPIWMW, Fsmo dmdLabyMgdolsmzol
LoFo®mm bodomxg@™ botrxgool Lsdmdsgzwm BOHEOL sGMLILYMZgE 39ML39dEH039,
39940600 LoEWSE0s 2oBLOZMMMIIMEO YMHOEIOSL Fmombmgl.

boddg obss, MMmd 9B Mwo LsdoxIGH™ 3mGIBE0swol 30OHMdgddo, bgdm-
00bodbmo  dmgwgbs 360d3bgwmgbo  9930MgdL  J3994bobamgzol  Lobogmabwmo
530 gOg0: LMEOSW MO0, ©JIMNYMIBOWMWO, Lodsbdsbsmmgdwm s bbgs dbgoglo
90856079 q0900L ©s530656LgdOL TglodgdMdgdL.

00b0odb Ml 5QoLEBHMYOL MbEsg LodoMmzgguml 2025 Farol Lobgaerdfoxm
009% IGO0, “BobsblHo 35¢JdMEGdIBOL 3¢gd0lL”, 6wy sEMY 5MIOWO ZoegdoL
dLobmEmgdobsmz0lL gb3mmgbowo (1 416 733 000,0 ers®o, dso dmGob 1 373 800
000,0 @0 LogoMgm 3seolomzol) mobbol, 53539 ©M3MIgbEGHom “Gmlsbargmdol
Logmggamsm xsb3Mmgemdol sE30Lbsmzol” gsdmymaoe (1 220 000 000,0 s®o)
056bsBY 2500599@JO0L Bogd@ob sOLYdMDS.

QMg 5©0JOME0, (Poblo3MmMmgd0m LogsMgm) 35¢qdol  dmdbobwEmgdol 3oto-
WIWM5© boobysM0do 39M0MmEOL gobdogwrmdsdo BMol sbg3zg domowo (270,3%)
399300 Lsdobom gogol Fohz9bgdgEo bsliosmgds. “omMmgbo LogwMmoMdms ob
35430, G 50bodbMwo 95639690910, J399bols dmerosbo Bows 3HMm©vdEHoL mg-
6mdslmsb 3MmMo Howob (2,6 3Om3gbGMwo ghommmwon) BMol bodbomss, gbMow
#3-000 Hom3mygboe gzgws bbgs LodoMxIGH™ 356M599BHMOL bl Toh396909m By
050005, M3 LYOEgdSL 335093l 3035MOEM®M, MM LssbasM0dm 3gMomol
206853@Mdsd0 §399460L Loga®gm 35¢gdol ymgguforn®o Imdbobmmgdobsmgzgol LofoMm
056bgd0ol oo bsfowo Lsdobom 3oe(9d)ol BMEOL botrxbg BMOHIoM©IdMS.

39d06owo  Lo@vsool boddodgh 303 MBO®  53(30390L  J3gybol Lsdobom
35¢(90)ob BOHEOL JoMOMo© §goOm@ Lsdsb3M LgdEHMMOL BobsblMo dmEgbgoswols
39900ygbgds. bogdg obss, GMI HIHoIbGHO BOBOINMO s 0MMHOEONMEO 30MHJIOL
Q0O 23M53wgbmdol IFoMo BobsBLYMMO 3mEHIbEoswol 30MMdgddo, Lobgwdfoxm
dos 350l dmdooHgdol doMoms fystmo dobbgraro-bobgadfogm bobsbobm
393 gdgd0L  obmogligds doMO0MoEIE Tosmo  3MIgMEowEo  3563900LsM30L
doyogolb 3boo bmMogw@gds.

39949600 Lo@EwoEos oMo 0dols, O™ Bzl Lodgfomdgm bydEm®mol obs-
530656LgOdsE A50MboYgbgdge0-bodsb3m LgdBHMMOl TgbodEwgdemdgdl, LogsMgm 3o-
@gd0L 290sbol 3hm3gldo 960d36gwm3bs BMHEOL Wb 3swrGsbg Imom-
bmgbsl, oMymaoms@ Bgdmgdgogdl gMmgbumwo gsmmEol 4o33wom 3MOLbBY s
930460l LEFMIBTsGGBM  BSBIODY  0IZMOEGHOMGPOMEO  3OHMEYJ300L  FoWOWO
bggmhomo ool 30mdgddo, 0bgwsogool dsbEH0dwwomgdgwr BoddmMms Homdmy-
30900

3MLYOM M g v IbgE39wmdsdo J03009000 00 A5MMYdIL, HmI
L5565¢r0BM 3gM0mEOlL 496853¢mdsTo Lobgrdhomm 35¢rol BMHol  (208,6%) dshgg-
69990 Bog®MIbmdmsE 0o gds, 59539 39M0m©OL b3s JoMmOMEO LsdowRIEH™M
3565093HM9gd0obLY (999mLagargdo 189,7%; batrxqdo 172,8%; Logssbobosm dgdmliogargdo

52



“930260dobHo”, “Ekonomisti” N2, 2025

188,0%) s g39ybol dmeosbo oo 3HM©wyd@ol Mol (187,7%) dsb3969d9wl
d998boero Lo@wsaoob Loddody 3mdghEs®l 56 Mbws dmombmzogl.

Loddg olbos, GMI Lobgwdfonm 3swol bMHob (208,6%) dsB3969d9wol, 3539
3960m©olL  dowosbo 30HmEdEolb oL (187,7%) 858396909 bgy 25005993 gd0L
399dBH0, 939960l 93mbmBozol  35¢ol bobx By BOOL  sMoLOMGmZg 39bwgbEosby
0d0939603690b.

94m39w039 B90mo0b0db01ol 35MowgevMo, msbsdgrommgg dmawmomdo dod-
©obohy 3MMmEgLgdoL BgImddggdom, webwmglbo dmdsgowolsmazol, Fuangdol 8sb-
doewbg 939460L BdBovxgEHOL BMOIoMIdOL gMo-ghm I60d3bgerm3zsb fgomem godm-
94969990, LogeMdMmGOlMm EsbIsMgdgdol FoMgdol Ly MBOHM  FoMHMYWGOMEO
9mEobol gomz5¢obfiobgdom, LsdowxgEH™ 36OHM3gLYdOLEEID sbEgdMMO ©sTm-
3070 gdol 9930 dEMds 3G  9dHWYoEH  F0doMmmEgds© Mbos 0dbgl
doPbgmemo.

59J90056 958m30bsMY, B39b0 sBMHOm A5BLYINPOYOIM YMMHIMIdIL ImombM3L
Pegdol  9sb6doeBg 439960l LmEoswr®-93mb3ozwmemo  2sbz0maMgdol  gHo-ghm
09639¢>© 90BbgMmo  LsobzglGOE0M/39530GSWMM0  3MMm9JBHJOol BMMI0MYdS-61g5-
@0oHydol d9doboBdob LErverymass.

00b0dbmo 3Mmgd@gool 360dzbywrmdsbg 993Y39wgdl Jomo FoMmYaIo™mgdgEo
B®sGHomo dsbol 99gdbo-g08mygbgdols bsba®dwogo olGm®mos. 39Mdm: ,36MMmy-
6599900 d0vRIEGHOL F9a960L FgMEMEMPO0L sdBHIOEIOOL oMdIBY* LodoMmgg-
@b 5306sbLms doboliG®mols #385 ddsbgdol xq6 3093 2011 Ferolb 8 0g3woll dowmgds
5 Hengdob 496353wmdsdo ol BHgdu@do 9@ sbowro 3Ms35moEbmgsbo dglfimemadgdols
bolosmo. 53Mmgm3g ,Lo0b3gLEHOE0M/3830GHWMEO 3O MgdBgdol Fstmngol Tgomm-
@Mao0lL  ©99BH303J00L  mdsby“  bodstmzgguoml  dmog®mmdol 2023 ool 16
0909M30ol #65 oo gdol dowgds-s0mddggds.

150639L30300/ 353039 MM0 3MMmgdBHgdol Fomm30L LEWMYMBOL M3s¢bsBOO-
Lo  obLO3WPMYPOME  5©0b0T365L Slggg CTLobMGIL  bodoMmzggermlb 2020 ool
Lobgdfogm domxgBob 3obmbol 63930 ©™3MBgbEsgool boboo Fomdmeag-
Boo, ,Ls0bzgbBogom 3Mmad@gdol Fobslffs@o TgmBgzol dowm@Hn®o sbserobo-ls
©M309896¢0.“ (39wo0d) ., 2020)

b5ddg oboss, MMI $0bodbMo M3MBgbEom, Lods®mzgemls 2020 Ferol bobgard-
Joxm 30X 9IGH0B ©slagobsbligdgwo bsobgzgbGogom 3Mmgddgdo, obgmo 3MHoEgMo-
d9d0m 0gm F9x3sLgdMEo MMYMOYdOESS: §dobos J0dobaty LoMgdmwgdol (NPV-
Net Present Value); 905 39139006 ©mbols (IRR-Internal Rate of Return) o
bt mLoM9d056mdoL (Benefit cost ratio) 9oB39690w9d0. M3 MIME 3OMYMILE
90 3oL FoMdmoyqbos.

0990056 450Mm30bs6g 65BJoMgd A50sfY3930gds dgodergds dogoBbomor 2020
ool 99dama, Lobgedfogm doyxg@ol dgbobgd Logjo@mggwml 356mbgdols 0sb3-
©930 ©M3986@s300L 3539¢)0m, Lsob3zglBHOE0M/3930GEHIWMMO JOHMgEgdol Absglo

fobom 99x35l9d0l 36159EH030L R YE39dgEYMBs.
150639L3H 0300/ 353035 MM0 3010943 JO0L Lomabsm 3GM0EIMH0Tgdom dghbgzol

d90mbggzedo Bg9bo sBM0m 0030006 0dbgdm®s 530gdMwo obgmo  Ls3sdscm
23905%Y393H0wgd900, M0ymMo©sg d90dwgds do30860mm Lods®mgzgeml 2025 {emol

Lobgdfogm domxgBHol 0sbdgzo ©™3MdgbEom, 39MHdm® “3530FWMMO dOYYXg-

53



“930260dobHo”, “Ekonomisti” N2, 2025

GoL BM0”-00 FoM3MmEAIB0WO MHBIOEOLOL b0 LogMMSBMOOLM SIOHM3MOEHOL
099690@mdob bygombo.

Loddg oboss, M 340 doErombo WL bogsMoMEM VOMYPIMYWIdol Jmby sbowo
59MHM3MOAGOL  Jorsdosb, 8mddgbg 393Mo MOl FooG9bs-gmb]gombomgds
3oLobo  2oHBMEOL (Imddgmsb 99sMgdom) ™md0gdGOL Lom3gMogom botrxgdl,
50MORYM0 OMT o6 30g3500 9JGBIBMOOL 3530FOG botrxgdbg. B3 Tzt
65350(g0)ol BMolL  dbgms  3MMbMBoMYBI©O  Ls30mbolL  gomzswolfjobgdom,
00gd9000 59MHM3MmOEH0L B9M05390056 dgsmgdom, 360d369wm3abo 39d306MmgdL sbowo
596M30mOG0L InLobryMgdsl.

00b0odbmwo MoMymzom Bgyegegbsls dmebEabl sbowo sgMMm3mMEHL 30mb3wm-
956G (005653 JMmo0LOL 59MHMIMMEHMD TgEoMIOOM) s Brog Fmez35M0s J3gybols
dbobErgmdol gobsblry® FglodwrgdemdgdbHy. 50908y, MMI 56 3mgdzsm bo-
©90bm© Imgdgo 59HM3MEOHEOL d30050M0MJdMo 0bBMILGHOMIGHMEOOL bsdmdsgem
9965b35-09650:Fb9gd0L v ©BMBE oL 3OMdE9dgdDY.

4m39e039 H990ms0mbodbmeols gs035wobfiobgdom 3960 sBM0m 29bLSIMNHGY-
0 49500005 8mombmgl LodoMmzgurml dmagdmmdol 2023 fierol 16 ;mgdgMgzeol
#65-9 93960 gd0m  25m35¢0L{ObYOMEO  boOxM9BgdBH0sbmdol  (CEA-Cost-
Effectiveness Analysis) 565q0®Bom 3o0m35¢0lfjobgdwaro doymdgdol good@EHowdmgds.

Loddg 0bos, MM boMXMgBgJBH06MdOL sb5¢roBol 30MMdgdT0, sbowo sgGm-
3MGHob 399690 Mds-9J3wgESE00LsMZ0L LsFoMm 3530F9¢HO s J0dEObaty
bobxgdol dmerosbo ©o3mbEHomgdmwo 3583969890 oo sEBdsHMdOm 396 -
b3y mal, ol s @GHIMbsE 0350 3obbomwo Mdowoliols 3mddgo sg9MHM3mME0L
69306LEGOMI300bs s Fgdymdo gL NsES300LSMZOL BsFOMM 3530GSWMMO
00806567 botrxgdol 80e0sb olgmbEoMgdme 35839698 msb M30MsEHILMdL, Mo
0530056 533530905 Lo3odom™ 5HY39BHOWGOOL Jowgdals™.

31336980 s My3mIgbszogdo

g4m39wo3g Bgdmombodbmmobs s J39ygsbol Ladorxgdm 3Mmagbol  LbMven-
g4mgobsmgol dobsbdgfimbowas 80356605 Lodo®mzgarml Labgwdfonm dowxg@ol
56800930 ©M39999635:300L 3539330 50YI60Eo 0dbals ,LoobzalGOE0M 3MMgdEgdol
Hobsbffomo gMBggz0l s65¢roBo“-U 2020 ol 3Mogd@ogzs.

50506 OO, ,150639LBH0(30M/3530F9 MO 3MMYdEHJdOL oM N30l TgoMEOM-
@00l ©s93Z0EJO0L 0omdsBY* LodoMmm39eml dmeghmdol 2023 farol 16 ;mgdgm3-
@ob #65 ©ogb0wadol B9duEdo dg@sbogro dgufimMgdgdol B9 ©m3MIgHEHOL
A93bGH0 sLsbgzs 33mgmU:

-b50639LGHOE0M/3930GHOX M0 3MMgdBgdom dgddbowo  sbowo  ™mdogd@(gd)ol
3096 Fo63mgdMwmo 3OHMmMJ300L (29hgmo ImdlobmEmadol) BsgsMmommE gobe-
OO BoiYdolL, LoEEILME  sOLYOMEO 0EI6EGHWIOO 3OHMEYYJ300L Boligdmsb dg-
Q©Mgd0L; 53MH39

-5boeo  md09gE(90)ol 9gb3egsdeEool RoBMHEOMo bsMxgdom  gsdmfzgmwo,
0500 30g6 HoMImgdo 3OHMEYJ300L Boligdol dmbsgrmmbywro BMol dshgz9bgdwol,
50b0dbMo  3MmEdEool  (BmALabmEmIdoL)  bsmolbol  beol  Fsb3zgbgdgwrmsb
390006900 qb(gd)ds.

* b 09R9HH056mB0oL  5@b0Fbriemo  5bs¢robol  3sdmygbadol 30689800, F3960
0BBom sUg39 IsOYMR0S© 076985 T9Rslbg8rIero Braol 3503500l bsbgermbol

54



“930260dobHo”, “Ekonomisti” N2, 2025

080¢robol 9Hm3b-9cm0 bhsombol, obdmeGoremo 5695¢700s6 35b0sbol 3gkode-
505Yg 35039565-%96560m606980L s6bLOGIBLICPO 3GHMIIHO. SWBIRIHO Gad 56
3093500 bsbrgomd®o30 063969980l 0335¢7bs bEHoloor mkH0gg9 36GmgdHol beeyen
Jo98¢»m85Yy .

B99mo0bodbmo oymdol MgooBgdolsmzol LoFoMm 3HoEIHIgdol 99dwm-
953905-500gd9g00L  Fobsdommdol Fglisddbgms Lagds®mggmml dmsgmdol 2023
faoob 16 0gdgMzwol #65 ©oygbowmagdol 99-4 dberol, (“30mgd@ol Fobolfsto
39935L900L 5OLOL, JoBBIOOLS s sbogro 3MMgdEob gsdmgagbols dgdsbo®Bdgdo”), d9-5
399694&o Bsdmysodgl 990930 Hgogdaoom:

»Pobslfomo Fgx3oLgdol 3MMEILO 2YEolbIMBL 3MMYJGHOL LEAMIEIHOMLMDOU,
5B MYIMMBIOL, LMEFOSWME FoMgdmnDbY (6L53MNOIOOM BoLYdOL BMPIBY) s
0% 9GHBY 393gbol goligdal”

399mygbgdmmo wo@gMs@mMs

1. %. Dmd0d30wo0, ©. Fgwodg (2024) ,,960m36w 3owEsdo 89gbowo bads®-
039l Lobgedfoxm 3oxgEHOL MEosmfEosbo obEHmMmool dsbdowbyg asdm3zg-
00o  3gbgbEogdo s LodoxgBH™  3MmiEgbol  LOHMEYMBOL  HBmyogd oo
3085600 qds* §MMbswo ,93mbmBogs s dBoBBaLo“ Bmdo XVI, #2, 2024 §.

2. . 3godg (2020) ,Ls0639bGH0E0M 3OMYIBHIO0, OmameE J3g9bol  93mbmdogmeo
BOHEOL  JobBHoIMoMYdIWo dYM3IgBH0“ 93mbmdozs s doBBglo 0396 Xogz0-
b0dz0¢0l LobgEmdol Mmdoobol Labgwdhoxnm Mbogzgbodg@ol 93mbmadozols
5 00BbglOL Bo3MWEHIGHOL HIBIOOMIOIPO s MY396D0MIBIO LHYOHNSTIMGO-
b bodg360gMMm- 5650 E03MHO FMMboero Gmdo XII #2, 2020

3. “bogdoonggermlb 2015-2025 §engdol Labgardfonm domxg@ob dgbobgd” LodsMmgg-
@b 1996-2025 emgdolb 306mbgdo

4. “boobzgbBHoEom/3930F om0 3MMd@gdol sOmmz0L FgmMEMEMyool ©sdE3o-
39006 M5mdBY*  Lodommzgerml dmogdmdol 2023 ferol 16 0gdgMzeols #65
©YBOwRS

5. ,300myM50wwo 80w IEHOL 90360l FgOMEMEIMYO0L ©LIEIOEJOOL omdIBY*
L5JoMMN39wMmb Bobsblms doboliE®mol 2011 ol 8 ogaroliols #385 ddsbgds

David Chelidze
Academic Doctor of Economics
TRENDS IN THE GEORGIAN STATE BUDGET AND SOME DIRECTIONS
FOR IMPROVING THE EXPENDITURE PART

Expanded Summary
The first part of the paper presents the dynamics of three key parameters—state budg-
et revenues, expenditures, and debt—over the 30-year history (1996-2025) of Georgia’s state
budget, which is prepared in the national currency.
Alongside the dynamics of the main budget parameters in recent years (2015-2025),
the paper examines the trends in their share relative to the country’s gross domestic product
(GDP) for the corresponding years.
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The revealed reality, particularly the fact that the growth rate of external debt servic-
ing (repayment) surpasses that of all other budgetary parameters, is considered a matter of sig-
nificant concern.

While the high rate of external debt servicing can be viewed positively in one respect,
its negative aspect is also evident—namely, the undesirable prospect of future increases in
budgetary expenditures.

In parallel with the rapid growth of previously incurred debts by the government, in-
cluding external debt servicing, the high rate of domestic debt growth is also regarded as a
negative trend.

Based on these trends, the paper highlights the undesirable practice of mobilizing a
significant portion of the funds allocated for external debt servicing at the expense of increas-
ing domestic debt.

Another negative trend during the reporting period is identified as the use of financial
resources from the banking sector as the primary source of domestic debt growth. This process
reduces the banking sector’s potential to finance the entrepreneurial sector while simultaneous-
ly increasing the overall demand for foreign currency in external debt servicing. This, in turn,
provokes depreciation of the national currency’s exchange rate and, given the presence of a
large volume of imported goods in the country’s consumer market, becomes a factor contrib-
uting to rising consumer prices (inflation).

Considering all of the above and the impact of ongoing global developments (such as
the Russia-Ukraine war and other factors), as well as the anticipated challenges in receiving
foreign aid—which has long been one of the key sources of revenue for Georgia’s state budg-
et—the necessity of adopting a new approach to the country’s budgetary processes has become
a highly relevant issue.

In light of this, the paper presents a proposal to enhance the mechanism for forming
and implementing investment/capital projects financed by the Georgian state budget.

Alongside a review of the regulatory framework governing investment/capital pro-
jects, the study highlights the progressive nature of the selection criteria used in the approval of
the 2020 state budget for financing such projects.

Specifically, it emphasizes the effectiveness of evaluating investment/capital projects
based on the following criteria:
Net Present Value (NPV)
Internal Rate of Return (IRR)
Benefit-Cost Ratio (BCR)
Cost-Effectiveness Analysis (CEA)
Considering these factors and ongoing economic trends, the final section of the paper
presents a recommendation to reinstate the approach outlined in the ""Preliminary Selection
Analysis of Investment Projects' document, which was used during the approval of Geor-
gia’s 2020 state budget.

In this regard, specific recommendations are provided regarding amendments to Gov-
ernment of Georgia Resolution No. 65 of February 16, 2023, on the Approval of the In-
vestment/Capital Project Management Methodology, proposing the implementation of ap-
proaches such as:

-Establishing a methodology for comparing the expected price increases of
goods/services produced by investment/capital projects with the current market prices of iden-
tical products.

-Defining a rule for comparing the projected increase in operating costs for newly de-
veloped facilities—Ileading to a potential rise in the prices of their goods/services—with the
corresponding improvements in the quality of those goods/services.
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CORPORATE SOCIAL RESPONSIBILITY: TRENDS AND KEY CHALLENGES
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Expanded Summary
In recent years, the problem of corporate social responsibility has become increasingly
relevant. The growing role of transnational corporations, increased demands from society
and the state towards them exacerbate the problem of corporate social responsibility. The
negative aspects of globalization require transnational corporations to make appropriate
decisions, which is expressed in corporate social responsibility.

Approaches to corporate social responsibility vary from country to country, due to
economic, political and cultural characteristics. There are several main models of corporate
social responsibility known worldwide, each with its own specific characteristics and
priorities.

The COVID-19 pandemic has further highlighted the importance of corporate social
responsibility (CSR) for countries. In times of crisis, most companies are committed to
supporting their employees, customers, and communities. Concerns about climate change
and social inequality have pushed companies to adopt sustainable and socially responsible
practices.

The classical CSR model is based on the fact that rational economic interests direct business
not only to maximize profits, but also to improve its own “habitat” - social, environmental,
political - by voluntarily investing the profits received in appropriate institutions.

Despite the common understanding of CSR approaches and principles, the concept of CSR
in each country and region has distinctive features associated with history, national and
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cultural characteristics, political, economic and social development. The following models
of CSR stand out: the American, Japanese, Latin American, African and BRICS models.

(Asian), global CSR models distinguish two approaches: corporate decisions based on
ethical values and aimed at meeting the expectations of all stakeholders are presented as
mandatory (European approach) and legally non-binding (American approach).

The American model of CSR is characterized by the features of a philanthropic approach to
CSR: minimal state intervention in private business, systematic financing of various non-
profit organizations and foundations, corporate volunteering, advertising of charitable
events.

The European model is characterized by an active role of the state and is divided into sub-
models, in the formation of which the European Commission, working on CSR issues of the
European Union, plays an important role. The European model of corporate social
responsibility, unlike the American one, provides for the institutionalization of relations
with stakeholders; The practice has developed in the depths of the welfare state. The
European CSR model aims to transform companies into full members of national societies,
and to transform social responsibility strategies into an important resource for European
construction.

In the Japanese (Asian) model, the state and traditions play an active role. The African CSR
model aims to provide financial assistance to companies for projects to combat poverty.
Educational programs in the field of HIV infection, education and support for local
organizations. Latin American countries are characterized by high media activity.
Therefore, the public is quite well aware of the issue of CSR. The development of CSR in
the BRICS countries aims to strengthen corporate governance, environmental protection
and social policy in addressing personnel.

In countries with transition economies, the model of business social responsibility is at the
stage of formation and has the characteristics of models close to traditional ones.

Despite the initiatives implemented, the introduction and implementation of CSR in
Georgia does not have a coordinated character. The state is unable to develop CSR in a
unified manner, which is why the implementation of CSR policy is transferred to civil
society, and only through separate initiatives is the unification of the civil sector, business,
and individual state organizations around CSR principles achieved.

The implementation of CSR in Georgia is also important for small and medium-sized
enterprises, which will strengthen the competitiveness of enterprises and promote the
development of new opportunities.

Analysis and comparison of European examples of CSR allows the formulation of
recommendations that will help both the state and private and civil organizations support
the effective implementation of CSR.
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fystm: Foundation for a Smoke-Free World. Doctors' Survey: Global results. Sermo, 2023

9J0390L  39MAS© 2o5BMYPOMWO 9J300 M93056mM0 3MMGJLoMEro 3sLbolidygd-
@Mds 5 99650 BYdMEO 99300 530560 BMEo KBIGMYo bmgMgdol Fabol
0503300060g0s30 (Verulava et al. 2020). 9gLodsdobs, olobo MgGHM sd@oreo@ dmbo-
§0wgmdgh 05335gmb  Loffobssmdgam 360939630 ©mbolidogdgddo (Besson et al.

2021).
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33093990 5Q3LEGHNMMYO9gb, MM 9Jodgdol oge Bo@oMmgdvwo 3mblw@sogdo
9%39dEHWO0 2Bod 35905dml BmIbIsMIOIWDs MM bmdol Ggdzomgdobmgol (Kilgore
et al. 2021). 330939035 5939 9B396s, MM MK sbol gJodol dogH byew dzocg 1 96 2 -
0L 259Mbsbgs 58dsdmb Lafobssmdgam 3mblwEsgoolmgol BMEOL 353096¢)gdol
0096 09ddogdml IMbTo®mqdsBY vs®0L mMgdol Fobgz9bgdgwl 8%-0m (Ockene et al. 1994).
dgLodedolo©, M3dsdml ImbToMmgdol 3mbEHMmMEOLy s FoMmMZ0L MZsbsbOHoLom,
9Jodgdo 3608369 m3s6  3mBoGHoMG O™l SLMMEgdIb s305bmo  353096¢9dOL
3bmgemgdsdo (Wang et al. 2021).

Bmyogmo J39996580, 9Jodgdol dmMol AfFgzgems MomEabmds Logdom Tsws-
oo (Qiao et al. 2022; Carlos et al. 2020). Bsogeos, Mmd gjodo, GMIgEroE 0350 91939
05805gmb, 396 HoMImoqbl 3069 Fogomomls s IMBY3gwl 3530906EHd0LM30L.

LodoMm39e™MTo, XIOXIJOMI0M 56 BoBoMgdmws 33¢g3s, MHmIgeog dgobfeg-
@O0 M5305Jml dmbdo®mgdsls Jo®mggero 9dodgdol Imemol, 56 gs8mo33wqzs, Mod-
7650 96056 0lobo BsOMMO MsBdsgML 36939630 ©MboldogdgdTdo 3530953 gd-
6. 50b0dbMo 330935 B0Bbs OLvbogl Fgog3slimls gJodgdol Msddsgmls Imbdsdgdols

93935 s om0 Ggbgmgds 35:3096GJOMb Bo@sMGOMO MsddsJML Loffobsswdmgym
369396300 3MBLYWEHs30900L 9539E0bMdDY.

0900 MEMY0s

BoBoMs Mom©YbmdM030, X35M900b-bgJ30mMmo 33wg3s. dmbszgdoms gyMm-
3905 obbmM309w@s Mdowolido, LogdsOmggewrmdo, 2020 ferob md@mId®osb ©g-
399060 Bsmzoom.

330930L 303o30sl FoMdmogbbgb mdowoliol bmmo oo 3wobozol
242 335000803000, wo3gbboMgdmwmo, O 245653390Bg ©slsgdgdmEo gdodo.
996MBge 3000603900 dmeol 3 0gm BMs0 3OHMFBoEIol, brnwwm 2 13gEoswoHgdmo.
3500 b5gd056mMdOL LEsg0 F0bodwad 2 Fawrofol Imo393wWs, s Fomo 3530963 gdOL do-
60093 5% 9f939wos. B9MBgME 9dodms b3gEoswmdgdo 09zbgb: 3oMomEmyo, myo-
bob g9Jodo, JoMmeyo, sbgbmgBommmyo s 3g96-20b93memyo.

33w930L 0bLEHMMAGBEO Fomdmoaqbs Fobobffot dgagboe 30mbgzeMls, G-
9903 ©sBvYdbgdmmo ogm 053mbool 1sdgoEobm sbimEosgool 8ogH 9Jodgddo 0sd-
05dmb dmbdatmgdols dqbabgd dgagboe JombgzsMmadbg (Kaneita et al. 2013). syo-
©MINH030 3NWGHMMOLS S A3MJINL AsM35¢olfobgdom, Jombgs®do dg@sbow odbs
39603399900 3ME0803530900. 33€g30L BoMAWgdTdo 3000b35M0 FM0Esgs Imbo3909dlL
LM E3OM-EYIMYMB0ME0 obolosmYdgdol Tglisbgd (bdglo, Sbs30o, Lodgogobm Ldg-
(305¢Mds), 1939 0bBMOTo305L MTdogmb 53559060 s FoMbero Jmbsmgdol
LAHOGHMLDYY, ®gdo dmfgmo LogsmgBOOL MomEIbmdsby, dmfiggzol boba®mdwogm-
05bg (fangdom), bogm@EHobol 9993390 mdol GHodby, Imffg30l ©sfggdol sbogls s do-
B9BgdBY, 51939 Hobs Harol 496853 MdIT0 MsTdsdmbg 9900l Mol 300 MdYdBY.

9909900l ©s3Mm30Jdgds MTdIJMLMB ©H35300MJd0m Tgg3sls 6 Lygzom-
boom. 209myqbgdmeo ogm Lsd3wbJEosbo wozgMEol b3osws: g3gmsbbdgdo (1), sé 39-
056b3gd0 (2), 256339390 356 (3).

399m300b35 BoGHMHs Mbsob 3wo@Bm®Isbg (Google Forms). mmommgwyen dm-
Bofowgl geambBom gogabegbs 9ugd@®mmbmwo 3ombzes®o, HMIgwbsg Lodmermmo
242-35 9cbsfjogrgd Mm3slvgbo. godmzombgs ©os ogm 3 ™30l 296353 mdsdo s Imbs-
fogmdolomgol 2 dgbligbgds 2593Bogbs. sbscwoBo BsGo®s 3GMmyMsds SPSS for
Windows 39605 23-0ls 999390300).
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900039960 B3adoMM3zs J0Mgdo 0dbs 39335L00L boggdloEgEHol gmozol 3mdo-
A9GHOoLyeb (17.2024_06_09_CU). 33193500 dmbsfoemgmdol 900gdsdg y3zgums 306Mb
Loobmggl dg93bmo FgMHowmdomo 0sbbdmdol gm®mds. Imbszgdgdo TgaMmgos sbm-
B03MMo© s godmygbgde 0dbs Ibmewme 33930l Jobbgdolim3ol. dmgwo 33wg30L
2068530Md580 3o 0gm dmbsigdms 3nbgogbgoswrMmds.

890390

33093500 dmbsfoeng gdodms MIMmgwgbmds dowros (n=176; 72.7%), bmgom
2b53MBM035  MIMOZeglradsL  FoMTmoagbgb 30-39 ol gjodgdo (n=74; 30.6%).
3393990 bbgoobbgs b3gE0sewmdol 9dodgdo dmbsffowgmdbgb, doMomswo -
mxobob 9Jodgdo (n=116; 47.9%) s JoHmMygdo (n=38; 16%). asdm30mb gdodoms
20.7% (n=50) 05305dml dmIbToMgdgos, bmwm 21.5% (n=52) - ymgowo dfgzgwo.
33¢930L 990092900L Job)E30m, 058dsgdml dmbIsmgds MROM Fo3M(3gwgdIEos Jos-
3939090 (n=26; 39.4%) Jogdmsb dgsmadom (n=24; 13.63%) (zbOHooo 1).

3500 2: 9d035080L Le305¢IMHO S YIIMYMR0IO TobsliosmgdEgdo.

(n) %
bbogn (fergdo) 20-29 30 12.4%
30-39 74 30.6%
40-49 46 19%
50-59 48 19.8%
60-69 32 13.2%
>70 12 5%
Ldgbo Jowo 176 72.7%
3960 66 21.3%
1s5990E0bM JoMommgo | 34 14%
139305 MdS mxsbol gJodo | 116 47.9%
JoHmMyo 38 16%
sBgbogbomem| 22 12%
503 J < 25 10%
09560/306930mmy0
05805l 5650909390 140 57.9%
0mbdomgdol 4mxoEo 52 21-52@
bOOTLo dfgsoero >0 20.1%
dazoco

3300390 Q59IBEHNIOS 39300600 05305Jml ImMbTsMgdsls s Ldqbl Jmeol —
5305Jmb 8cmbdoMgds LESGHOLE0IMMo© 95033bgermzbo 35306 GdMW0s T5T935-
390056 (P<0.05). sb53mMdM030 FOHOowom, s3dsdmb gzgebyg dowowo ImbdoMgds
500b0odbgds 30-39 ol 9Jodgddo (n=100; 41%; p<0.003). godmzombmwms 21.5%-0s
(n=52) 9gfiyzo@Ho 05ddsdml dmbIocmgds, Tom Tmeol 14.8% Jogros, bmeom 39.4%-—
05953530 (p=0.00) (gbGowo 2).
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300 2: 35305gmb ImbdoMgds bdglobs s sbs 3ol dobgzom

4oBOWO X500 P

5®s8f939eo | 8fgggero | fggowo QOOYMEIOd
Ldgbo
Jowo 26 24 176 P<0.00
3530 (14.8%) | (13.6%) | (72%) | P<0.00
%580 26 26 66 P<0.00

126 (71.6%) | (39.4%) | (39.4%) | (27%)

14 (21.2%) |52 50 242

140 (57.9%) | (21.5%) | (20.7%) | (100%)
sbszo
20-29 18 P < 0.003
30-39 (7%) | P <0.003
40-49 100 P < 0.003
50-59 (41%) | P <0.003
60-69 65 P < 0.003
x5890 4 (3%) 8(16%) | (27%) | P <0.003

6 (4%) 24 (17%) | 24 (48%) | 41

52 (37%) 15(11%) | 8 (16%) | (17%)

42 (30%) 7 (5%) 6(12%) | 18

28 (20%) 2 (1%) 4 (8%) (7%)

12 (9%) 52 50 242

140 (100%) | (100%) | (100%) | (100)

330930L Mobobdsqo, Bfjgz9wms MIMegEglimds (n=28; 56%) ®gdo dcmobds®l 11
96 99¢ ML (p=0.026). 44%-0> (n=22) 35653bos, MMI 33d5JML dobTSOL dmewm 10-
15 §gaos. Joengddo 0sddodmby ©odm30gdeqdol boba®mdwwogmds dg@o0s, 30MY
05053539%90. 00 F9g39 s Mob, 3063 0s3dsgmb Imobds®ml 15 Fguwbg dg@Eos (n=15;
30%), Joawgdo (n=8; 33%) FoMdMdYD 050535390l (n=7; 27%). 50b0odbmwo J0y3560869dL,
™3 bsbaMdwozo dM30IdMEgds Meddodmbg MRM™ bdocos Jowgddo, 3069
05053539990 (p=0.2). 59 BclsBMYdL 534o@gdly ol God@o, HMAB Msddogmlb BmbIscmgdsby
M50l mgdom, 8595353900 (n=26; 39.4%) MBOHM HAoMO® FodMm@Osb, 300G Joegdo
(n=26; 14.8%) (gbGowo 3).

d0939wms bsbgzsmBYg gEo (52%) 5% Mmd0bYOL 05ddogdml Lodwysrm BogmEobol
39933902000, 35953530 M3 gbmds (n=16; 62%) 0ygbgdl Lbodwmswm bogm@Eobol
3993390 ™Md0L  ®sddodmb. bmerm  dopswo bozm@obol dJmbg s3dsJml  dmdbas-
H90gdl dmOoL Joawgdo (n=6; 25%) 50gds@gd0sb 059535390L (n=4; 15%) (p=0.36).
5305Jmb 9mbdsMgdol ohygdol sbozo 05953539000 MBROM BSE0s (16 Hersdy),
300009 Joegddo (16-20 §erosb). 0MdEs, 2odm3ombyems MIMegEglmdsd (n=23;
46%) o0fym 058dsgdmlb dmbdstmgds 16-20 ferol sbszdo (p=0.002).
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058d5gdcml Imbdodgdol sfiygdol LG Y4z9wsby bdoMow Lobgwrgds
MO0 0565005 293M39¢OMO Bod@MO0: 0bGHIMGLOL gobgbs 053d5gJml dodoron
(n=22; 44%) ©5 LOEFOSWMEOHO ASMGOM/TGRMBMOOL 453wgbs (n=22; 44%) (sbGo0o 3).
odmzombme 9J0d-0f939wms 60%-0s (n=30) b3os M53dsgMmbY ool mdds (p=0.000),
3500 dmeob 53% Jowo oym (n=16), begm 47% — 85953530 (n=14). 9Jod-0H939wos
dmO0ob yzgesbyg dowowo 3583969090 sgodboMos JoMwmmaqddo (n=17; 34%) o
abgbogbommygddo  (n=10; 20%). gdod-9fg3gms  MBMogEgleds  FwdomdlL
3mb3o@gddo (n=40; 80%), bmom 20% — s3dsGmMogddo (n=10) (P<0.05).
3mb3o@wgddo 3mdndsgzg 9Jodgdl dmemol 33.3% (n=40) s0dmBbos dfg39ero, bmwm
300 5EGHMM0gddo - Fbmerm 8.2% (n=10) (gbMHowro 3).

3bO0Oo 3: 53dsgml ImbIsGgdol LobdoMg, bsba®mdwogmds s bogm@Eobol
399(3390Md0b 3030 3gegds gbol dobgzom

3960 Jocwo | %580 | P 0o®gdmemgds
rgdo dmffgreo
Logotmgdol
6502009605 0 2 (8%) | 2 (4%)
1-5 2(8%) |7 9
6-10 16 (29%) | (18%)
11-20 (62%) | 13 28
21-%g dg®o 8 (54%) | (56%) | P<0.026
X500 (31%) |3 11
26 (13%) | (22%)
(100%) | 24 50
(100%) | (100%)
059855l cbIsOdOL
bsba™dgerogmds
1-5 0 0
6-10 6 7 13
10-15 (23%) | (29%) | (26%)
15-%g dg@o 13 9 22
X500 (50%) | (38%) | (44%) | P<0.2
7 8 15
(27%) | (33%) | (30%)
26 24 50
(100%) | (100%) | (100%)
5 Lsbol 6ogmEHobols
3899(339¢0d55
39303IdYo? 6 8 14
QIS0 (23%) | (33%) | (28%)
Lodwgorm 16 10 26
0000 (62%) | (42%) | (52%) | P<0.36
X580 4 6 10
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(15%) | (25%) | (20%)
26 24 50
(100%) | (100%) | (100%)

005905gcl FeabIsGgdOL

5figgdob sbs3o

16 G509 13 6 19

16 -20 (50%) | (23%) | (38%)

21 Harob 99909 10 13 23

X500 (38%) | (50%) | (46%) | p=0.002
3 5 8
(12%) | (19%) | (16%)
26 24 50
(100%) | (100%) | (100%)

0500570l FeabIsGgdoL

sfiygdol dobgbo

Bgdo 9gamdmgdo 14 8 22

9h9mwbagb (54%) | (33%) | (44%)

Bgdo 9gamdmgdo

909m0696/LEHMgLOL 1(4%) | 1(4%) | 2 (4%)

dmboblibgwo 1(4%) | 3 4 (8%)

LEBH®gbob 10 (13%) | 22 p=0.002

dmboblibgwo (38%) | 12 (44%)

0b@gMglobomgzol 26 (50%) | 50

Lo (100%) | 24 (100%)

(100%)

(3O0EMIPIM

8pafigzo®o dmfiggs

23b9gemo fiewols 14 16 30

396053¢0mdsd0 (54%) | (67%) | (60%)

O0sb 12 8 20

NON (46%) | (33%) | (40%)

Lo 26 24 50
(100%) | (100%) | (100%)

05085gmU 3f939ems

QOYMAS

U39305edgd0L 14 3 17

dobggom (54%) | (13%) | (34%)

JoGOao 0(0%) | 10 10

mxsbob gdodo 7 (42%) | (20%)

3bgbomgBomEmaqdo (27%) | 3 10

39MEOMEMY0 2 (8%) | (13%) | (20%) | p=0.000

0996m05/40b93memyos | 3 5 7

L (12%) | (21%) | (14%)
26 3 6
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(100%) | (13%) | (12%)
24 50
(100%) | (100%)
005985gmU fgzgems
€054mx3s bsdgoobm
0M560Bsgools
dobgzom 0(0%) | 10 10
20095 GHMO0s 26 (42%) | (20%)
Lo535000Ympm™ (100%) | 14 40 p<0.05
X500 26 (58%) | (80%)
(100%) | 24 50
(100%) | (100%)

23990300bm@ms sBbMEMGHGHO IHg3Egbmds (100%) doohbgzL, M sdds-
Job dmbdstrgds Lobosbms xsbIOMgEMdolmgzol. 84% (n=204) mgwol, Hmd gdodo o6
Mbs gfgm©al, Goysb 3OHMBLOMEo IMZogMdOEL godmdobsdg ol 3s309b-
GoLM30L 3560 FoQdE0MO Ybs 0gmb. 74%-0b sBOHOm, gjodol Mhg3s SB6EGH0MTdsJML
3MBLMEEHO300L Botyegddo byl Mfgmdl 353096GT0 Moddsgmby MoMol mgdols

(gbOowo 4).

300 4: 9309900L 3MI0IOYGOdS 153dJMmL IMbTsMgdol dodstr0

0obMEIL X500 P
340MBOWZIO | JOBOo QoMY
9fg30wo 9fag0wo | 39390 A

0508570l 3bTsMYDdS

X560GMgEmdolmzgols 52 50 242

B5B0s6ms (100%) | (100%) | (100%)

39056b3gB0 140 (100%) | 0(0%) | 0(0%) | 0(0%)

56 39056b3gBO 0 (0%) 0(0%) | 0(0%) | 0(0%) P<0.00

56 8343l 3BGO 0 (0%) 52 50 242 P<0.00

B 140 (100%) | (100%) | (100%) | (100%) P<0.00

040885 56 mbos

dmffomls 058d5gm s

390 J393s 356

05350000l 53gmagls

3530966 47 (90%) | 20 (40%)

30msbbdgdo 137 (98%) 5 (10%) 10 (20%) | 204 (84%)

56 39056b8gBO 3 (2%) 0(0%) | 20 (40%) | 18 (7%)

56 8343 3BGO 0 (0%) 52 50 20 (8%)

Lyem 140 (100%) (100%) (100%) 242(100%)
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053dsmbg Moo

0505¢005 0d

353096¢gddo,

6mdgeoms gdodo

sbgbls dmfjgzol

8ofiyzodol

306LyE@sEosls 41 (79%) | 10 (20%) | 178 (74%)
39005663900 127 (91%) 5(10%) | 11 (22%) | 28 (12%)
56 390056b3gd0 12 (9%) 6 (12%) | 29 (58%) | 36 (15%)
o6 9533b s%BMo 1 (1%) 52 50 242

Legem 140 (100%) | (100%) (100%) (100%)
090885 gmzggerazgol

mbs »yHRoML

353096 gdL

053dsgmls

dmbdstmndols

B9fiy39¢0L dglisbgd 51 (99%) | 49 (99%) | 240 (99%)
39005663900 140 (100%) | O 0 0 (0%)

6 39mobbdgdo 0 1 (1%) 1 (1%) 2 (1%)

56 0ogd3lb sBMO 0 52 50 242

Legem 140 (100%) | (100%) (100%) (100%)
9doBo-8fggpeo

Bog3amgd MBg3ss

0dng3s 050057,

dmbdstmndols

390939¢3H0L dgLsbgd 3 (6%) 7 (14%) | 76 (31%)
39,56b3gd0 66 (47%) 34 (65%) | 41 (82%) | 118 (49%)
o6 3gmabbdgdo 43 (31%) 15 (29%) | 2 (4%) 48 (20%)
o6 Bogd3b s%BMo 31 (22%) 52 50 242

begem 140 (100%) | (100%) (100%) (100%)
0Jodgdl «bos

3505MM6

U39G30sErM0

&M9b0bgo msddsgmls

9dcbdsndol

99fy3930L Tglisbgd 32 (62%) | 43 (86%) | 164 (68%)
39005663900 89 (64%) 8 (15%) | 3 (6%) 26 (11%)
o6 3gmabbdgdo 15 (11%) 12 (23%) | 4 (8%) 52 (21%)
o6 9593L sBMo 36 (26%) 52 50 242

Legem 140 (100%) | (100%) (100%) (100%)

9Jo8-9F939wms  MIMe3@glbmds msddogdml Imbdsmgdol LoxsHm  3mero@ozolb
23993536900l Hoboswdgy0s. ™mMdEs, 92%-0L (n=46) SHBOHOM, MTBSJML IMbTsMGOS
05gdL085@M5© MBS 50360 oML LoBMY>EMYBM0Z LOZgM39gdT0. MMM 3 gz ms,
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31939 9053939 MS 9BLMEMEHGHO MAMZ3EqLeds (100%) dbsOL I OL 0boEosEH03sU,
™I 0580sgdmb 29903 Mbs 503Mdowml 18 ersdg 30MmgdoLmzol s dMBOEO-
@9d0bm3z0LsE oM339vIo d9bwM3gd0m (bMowo 5).

3600 5: 9909980L FMI0IOIGdS 303d35JML 3MbEHMMEOL Lok oMM 3mEoE 030l

2993530905%9

30m5b6bdgdo o6 39mbbdgdo
08fg30@wo | 5038fg39@o | 8fggoeo | 5Ms8fg3gero
LoBMASMYOMHOZ30 46 (92%) 188 (97%) 4 (8%) 2 (1%)
®53399M0L
9030 90d0  M3d5gmb
9mbdomgds »bs oyml
[§A% el AY Py [ORY <)
890 wo
36939530wo 40 (80%) 166 (86%) 6 (12%) 2 (1%)
X 96IOMgomMdOL
906086900 bs oymb
LoASMYEHDY QOO
sbsdgIom
058859 50 (100%) | 192 (100%) | O 0
950Ds30s
0363doqgds 18 Hersdqyg
sls30L 353d3900Lmz0l
058859 93wods | 44 (88%) 160 (83%) 2 (4%) 12 (6%)
MBS 5030MdoMUs
LsdgoEobm 38 (76%) 168 (87%) 6 (12%) 10 (5.2%)
©figLgdEgdgdo
mbs  godmabogl
05805gdmbsb
530Lv035¢ HBMbgdo
5800l Bofo@dby | 22 (44%) 121 (63%) 26 (52%) 37 (19%)
gsbo 9339mGs© w96
2350DsMML

ol3Mlos

339350 9B396s, H™A gdodb 3603369 M350 Mo 5J3b 35309630 sTdsJML
dmbdoMgdol 9930Mgdsd0. 9dodgdol ©sdm3zngdLIEgds 0sddsgml dmbdatgdols do-
3o gobloBLZMO3L, M8Ybs© 5d@0Ma© SHMME0JgdIb 0lobo s6EH0MeddsJM JMb-
bY@ o0gol s M®39gbo oMo sdwg39b MBY3gdL Ms8dsgML BmbdaMgdsby oMol
®qdob dglobgd. gdodgddo 0sddsdml dmbdoMgdols Bowswro dsB3969dgeo s 500 ©s-
0m300000@qds 393wgbsli sbabl 3530063 90%bg, 39MdME - sbEHOMHTdSJM JMBLmen-
&930900L BoBoMmgdobs s 093mIgboE0gdol 203995y dbyoglo 89w9gagd0 ©sx0d-
Lo®gdEos Lbgs 33e09390d0 (Stead et al. 2013).

80



“930260dobHo”, “Ekonomisti” N2, 2025

390093900 80MMOMGOL 085Dy, MM gdodgdl bo3zwgds 5z 0bxm®Isgos
05805gdmb 35369 BgImddggds®yg, d1g39 Tom 53WOSM MZOMEIRJNJOIMMDS, AT
363H0059d5gm 3bLIEE3E0gdL JoMEsE Fgdeos gogangbs dmabobml 3s30gb@ol
J3935%9. 33¢930L dobg30m, 9Jodqdol 11% 56 gosbbdgds dmlsbMYdL, MM gdodol
B35 3608369 m3gbs BOHOL 353096EHOL FobLL 1eddsJmMmBY Mool 0gdsdo.

330935 53LEHMMARL, MMI 56GH0M3dJMm 3MBLWEHs30gdol dgdiotmgds (11%-
6 6%-0009) ©s 053dodml BMmbIsmdsby oMol mddol Tglisbgd GBg39d0L Jargds
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Expanded Summary
Introduction

Doctors play a significant role in supporting patients to quit tobacco use. The formation of pa-
tient attitudes and the implementation of preventive measures often depend on doctors’
knowledge and perspectives regarding the harmful effects of tobacco. The aim of this study is
to analyze physicians’ attitudes toward tobacco use and their practices in providing anti-
tobacco counseling to patients.

Methodology

A quantitative, cross-sectional study was conducted from October to December 2024. A total
of 275 physicians were randomly selected from five major hospitals in Thilisi, out of which
242 completed a pre-structured electronic questionnaire using an online platform (Google
Forms).

Results

The study showed that the prevalence of tobacco use was 39.4% among male physicians and
13.63% among female physicians. The average tobacco use rate in the general population sig-
nificantly exceeds that among physicians. The highest smoking rate was observed among sur-
geons (n=12; 24%). Men tend to start smoking at an earlier age (before 16) compared to wom-
en (between ages 16-20). The majority of respondents (84%; n=204) believe that doctors
should not smoke, as they serve as role models for their patients. According to 74% of re-
spondents, a doctor’s advice aimed at preventing tobacco use motivates patients to quit smok-
ing.

Physicians’ attitudes toward smoking patients are primarily influenced by their smoking status.
Doctors who smoke tend to have a more tolerant attitude toward smoking patients compared to
non-smoking doctors. Moreover, the majority of smoking physicians believe that anti-tobacco
counseling has little effect on reducing smoking among patients.

Discussion

The study confirmed that doctors play a crucial role in reducing tobacco use among patients.
Physicians' attitudes toward smoking directly influence how actively they provide anti-tobacco
counseling and how frequently they offer advice on quitting. A high smoking prevalence
among doctors and their attitudes affect patient behavior, especially regarding the delivery of
counseling and health recommendations. Similar results have been reported in other studies.

The findings suggest that doctors have limited knowledge about the harmful effects of tobacco
and lack confidence in the effectiveness of anti-smoking counseling. According to the study,
11% of physicians disagree with the statement that a doctor's advice significantly increases a
patient's chances of quitting.

The research also confirms that a decline in anti-smoking counseling (from 11% to 6%) and a
reduction in advice on quitting smoking (from 38.2% to 19.8%) lead to fewer attempts by pa-
tients to quit tobacco (from 25.3% to 23.1%). This again highlights the key role physicians
play in reducing tobacco consumption.
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The study confirms a high rate of tobacco use among physicians. Nearly one-fifth of them are
smokers, although the rate is lower than in the general population (20.7% among physicians vs.
30.7% in the general population). Differences by gender, age, and specialty were also found.
The proportion of female physician-smokers (13.6%) is higher than that of female smokers in
the general population (7.8%), while the rate among male physicians (39.4%) is lower than in
the general male population (55.5%).

Long-term tobacco dependence is more pronounced among women. In terms of frequency,
physicians typically consume 11 or more cigarettes per day (p=0.026), matching the national
average. Most respondents (44%) began smoking between the ages of 16 and 20 (p=0.00),
which coincides with the period after high school and during early university years—times
characterized by increased stress (p=0.002). Similar findings were observed in other studies.

When comparing the smoking cessation rate of physicians with that of the general population,
a significant difference emerges: only 23.1% of the general population have attempted to quit
smoking, while this figure is 60% among doctors (p=0.000). The gender difference is also no-
table. This may be due to doctors’ greater awareness of tobacco’s harmful effects and their
daily exposure to the consequences in patients, which motivates them to quit.

Tobacco use is most prevalent among urologists, oncologists, and neurologists, while the low-
est rate was observed among family doctors (20%) compared to hospital-based physicians
(80%). This may be explained by the nature of their work—hospital physicians face higher
stress levels due to night shifts, long working hours, lack of vacations, and a heavy load of crit-
ical patients. These trends are also noted in other studies. Physicians’ attitudes toward smoking
patients are influenced by their personal smoking status—smoking doctors are more lenient
toward smoking patients than non-smokers and often do not believe that anti-tobacco counsel-
ing has any effect.

It is noteworthy that family physicians rarely inquire about patients' tobacco use habits, take
limited preventive measures, and are less likely to promote healthy lifestyles. Health promotion
and anti-tobacco counseling should be implemented at the primary care level to reduce the im-
pact of one of the major health risk factors—tobacco—on the population.

There are several reasons why doctors do not regularly provide tobacco-related counseling:
limited consultation time, patient skepticism regarding lifestyle advice, and the physician's lack
of belief that their advice will have a real impact. Studies show that a patient's health condition
partially determines whether they receive advice on quitting smoking. Patients with asthma,
cardiovascular, or chronic respiratory diseases are more likely to be counseled than healthy
individuals.

The study revealed that while doctors recognize their role in tobacco control, they are not suffi-
ciently engaged in exploring all motivational aspects with patients. This suggests a lack of
knowledge of modern counseling and motivational techniques—which go beyond simply de-
livering information and include effective communication and dialogue skills. Additionally, it
confirms that doctors often lack the time to engage in deeper, more meaningful conversations
with their patients.

Conclusion

Doctors play a critical role in helping patients quit tobacco. Despite having adequate
knowledge about the health consequences of smoking, many physicians themselves are de-
pendent on tobacco. It is essential to motivate physicians to change their own behaviors and
serve as role models for their patients. Increasing physician education on effective smoking
cessation methods is advisable. Integrating tobacco control education into medical university
curricula will significantly enhance physician involvement in anti-tobacco counseling.
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TEAM MANAGEMENT IN MEDICAL INSTITUTIONS DURING CRISES
https://doi.org/10.52340/ekonomisti.2025.02.05

Exapanded Summary

A crisis often reveals the true face of an organization because it presents an organization
with new challenges and provides a whole new vision of how an organization works,
which is difficult to see under normal circumstances. The first response to the crisis is to
activate crisis management and form a crisis management team. The main goal of the crisis
management team is to prepare the organization for new ways of functioning, using its ca-
pabilities. To present the strengths of the organization in order to reduce the negative con-
sequences caused by the crisis. Successful crisis management and organization recovery
depends on the quality of crisis management team functioning. Teamwork is one of the
main activities in the organization to deal with crises, for this it is necessary to form a man-
agement team, the purpose of which is to effectively deal with the crisis. Organizations that
do not have permanent crisis management teams can adequately respond to the crisis if
they delay the formation in time.

The word ,teamwork® generally refers to the method of working in collaboration with a
group of people to achieve a goal through interdependent actions and accountability to
each other. Teamwork is a process that describes the interdependence between team mem-
bers who combine common resources to solve the tasks required. Teams are generally de-
fined as two or more people working together to achieve specific, common goals. They
have specific tasks and specialized work roles, use common resources to perfect the process.
Process is often shaped by instructions in the system led by a leader whose role is primarily
to monitor and manage the entire process.
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Health care is a system where lack of communication and disruption of teamwork can lead
to critical consequences. Teamwork in health care facilities means reducing staff errors in
operating rooms, emergency departments, and intensive care units. In order for a team to
be effective, team members need to be collaborative and involved in teamwork, providing
effective care at different levels of the health care system.

The process of providing health services is interdisciplinary and requires the teamwork of
doctors, nurses and various healthcare specialists. Teamwork is critical to ensuring patient
health safety. Poor coordination between different departments of the health care facility is
directly related to the quality and safety of the patient's health.

The quality of the results achieved in healthcare institutions depends on the complex sys-
tem, including professionalism and individual awareness, infrastructure (organizational
issues, availability of equipment) And teamwork. It is worth noting that medical errors are
the leading cause of death in the world, and many of them are the result of dysfunctional
or non-existent teamwork. Considering all the prerequisites listed above, it gives better
results, especially in difficult clinical situations.

Effective teamwork requires individual self-efficacy, appropriate communication between
members, self-motivation and commitment, awareness of teamwork, acceptance of advice
and instructions, and adherence to protocols. However, in real practice, there is little data
and experimental evidence on how to build an effective team and how to assess teamwork
skills using objective measures.

The quality of teamwork in medical institutions depends on a complex algorithm that in-
cludes human and technical resources. In this algorithm, team-based efforts are probably
the most flexible and most important parameter for the quality of treatment to significantly
improve the patient's condition. Therefore, healthcare institutions should focus more on
teamwork than on individual work of course such approaches ensure that patient protec-
tion is increased to obtain better clinical outcomes. For effective teamwork in medical
teams, it is important to take into account the specific requirements that the team faces.
Teamwork requirements may vary depending on the situation.

Hospitals around the world are facing strategic upgrade phases to become flexible organiza-
tions that can offer patients the highest quality services. They are constantly faced with a
crucial governance challenge to change their long-term strategic focus and avoid short-
term crises. Effective teams are those that successfully complete their tasks and achieve
their goals. Clearly expressed duties of team members, commitment to common work goal
knowledge, skills, experience, mutual trust and a good leader are the main characteristics of
successful teams. Teamwork has many advantages: higher employee productivity, correct-
ness of decisions, higher quality of innovation, better quality of products and service more
flexibility and speed of organization.

In order to maintain the competitiveness of the medical institution and the quality of med-
ical services, a system of personnel involvement at all levels of the organization is neces-
sary. Such engagement can be ensured by team building technology - team management.
Team management ensures the use of individual and group potential of medical organiza-
tion employees, collective responsibility for labor results, as well as mutual assistance and
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mutual exchange. The advantages of teamwork are that the interest of medical institution
employees in achieving goals and objectives increases. During teamwork, team members
develop more ideas and the creative potential of team members is revealed. Instructed bar-
riers and narrow property interests open up and the ability to cooperate increases. The
team allows us to realize our goals in a timely manner.

The crisis management team should include employees from all important departments,
such as doctors, nurses front offices, as well as finance, procurement risk management se-
curity, to ensure the sharing of diverse knowledge skills and experiences. This practice has
shown that a formed crisis management team creates a sense of security and response to
crises is always adequate, although it should be noted here that the effectiveness of crisis
management depends not only on the composition of the team but also on the knowledge
of the members of this team. A crisis management team leader must constantly encourage
team members to gain additional knowledge and improve skills. They should be actively
involved in the process of formulating crisis recovery. A leader must clearly define the du-
ties and responsibilities of each member the role of teamwork is a set of expected behaviors
that each member must adapt to. We live in a new economic era it is impossible to achieve
business success with old methods. In order to implement these approaches in the organi-
zation, the leader allocates a manager who will supervise the implementation and further
development of system management in the medical organization.

Conclusion : People employed in medical facilities should collaborate using their individual
clinical, technical and organizational skills to ensure better clinical outcomes. It is also
worth noting the fact that the team does not consist only of doctors; It theoretically in-
cludes different categories of people, including paramedics, nurses, doctors and managers.
Many parameters for proper performance are involved in this process, including work in-
frastructure, ethics, leadership, communication, cooperation and competitiveness. It should
be noted that the working environment plays a decisive role in team work.

While effective teamwork has consistently been identified as a requirement for enhanced
clinical outcomes to provide health care, there is limited knowledge of what makes health
professionals effective team members and even less information on how to develop team-
work skills.

Competencies in effective teamwork are perceived as negative for management and clinical
teams. There are differences in the perception of effective teamwork. Based on many stud-
ies, we can say that the focus on the development of individual skills and the responsibility
for individual accountability is due to the existing models of training of health profession-
als, which is constantly strengthened by the practice of human resource management in
the healthcare system. The best method of involving employees of a medical institution in
achieving the success of common goals is the joint development of these goals.
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33030l 9907MEMEIMA0s
330935 9896905 MIMAMOE MoMmEIbMdIM03, sBg3g boGOLbMdMOZ sBsoBl, M-

9ol 9moEe3b 0bELEHMool 3MHMBILOMbIEGdME 0bGHIM30090L s FoROMEO
930090L 99399E056md0L Tglobgd Fmbsogdms sbserobl.

5060860 LGsG0s bofowmdMog 98dbgds 33eg30m BMbs3gdgdlL, MHMIgEos
LEOGHO0L GPMM-gHMTs 53BHMMTS, 1B 4My0dqa Boo@eMs 30 md30vd II-0b GoMawgddo,
09935B9: GRG0 593¢5000980L 060235309000 3530965 Jstorwyemo Bobbylbby (CIU,
2023/2024)

Bggbo 90Bsbo ogm 450magz93eobs JoMmvyemo doBbglgdol ©ITMIOIOMEGDS

BOBOWWOo M93wsdol Losbwgqdolodo, s0Mmy3933900 dosbMOL GHgbwgbaogdo o
9093900065 M93mdgbszogdo.

330935 13 93o35@ hogo@BoMgor: XM umdowMo gbwgbzogdo dgzoLfeg-
@9m, 9900099 30 JoODY B5BsMHBY gy LoMg3sdm 3O MBILOMboMIOL 3353~
FoMHOm. F5MIb B35¢ Mg 0b6BHIMZ30Mq00 s 9639¢ MO gsdm3ombggdo.

Loe®dolgMmo 0bGgM30v) s 639G M0 AsBMm30mb3s 3ofomBrmgom 0d 3md3s-
B0gdolL o685 gbegdmsb, HMBwwgdol Mbwsob sJGHom® Logzwsdm 3583560901
3fo63mgdgb s 500 d0HOMIEO LoBbY sMmPOGHMMos LM bmg. Jugwgdbs s,
bMYoo©, 063 gMbgEHTdo dmodogds.

GOBOM@O 956393060l 3GmEglommo 3GMmEBomo LsdsMmzgemdo

B3960 33030056 259MmIE0bstyg, 9MH0-gMmMO LoobEghglm ogbgds sl ob, Hmd
3OBOMOo  M93es806M900L bRg®mdo LodsGmzggarmdo mdg@abo 30-Harsdg s@s-
0056900 898omdgb. om0 JoM0YHMWO LBHIBOWIMHMDS 30 EIBIMOS — 3MI35B0gdl
bdoMmo GHm3909b 96 3sGomgmMo Bb3s Lodmdombsg 00g0996. Lsdrmsmm, dsmo
31930 28 Faaol 96 b3oEEgds (27.9), beagrm gHo 3n3s6050 FwdsmdoL bobaMmdwogmds
ssbmgdom 1.9 fgwoo.

3WMBMMo Imbs3999d03 osbwmgdom 03039 G9gbabaosl sh39bgdlL, ™3
3O8OWwo 35603930bgol 0bEMLEBHM05d0 J0MOMSEIE  SHoWRSBO®s 3MMTIsoMbs-
@900 393omdgb, I3 965 09D oboEIsBMS, BMmyMmO 3 h3gbmsb. Marketing
Week-ob 2024 fewol 33¢0g30L dobggom, 850393H0baol b3ggoswob@dgdol 79% 45
Hewod@go, bmeom 40.2% 26-35 Farol 35¢gameosdo bggds. (Marketing Week. 2024,
Career and Salary Survey)

50 dbM0g LoJoMmM39wmbash mbsg 2sbLbbgsggdmwo 8mbsggdgdos $d8-do, gb
5000 000m53 MBS s50blbsl, GMI o MBM™ sMgs dgbwo oRGWWO doM3g-
0obaolb 30mxggLogd0 s FLodsdobOE 5EMY39 S0M30LIL 040 3HMBILOMbIEYdTs. T3~
ol d6HmAol LEBOEGOLGHOZOL doOHML 2017 Farol s6MmOTol dobggzom Lomgzwrodm,
LoBMASOMYBLMD  MOHPOGHDMOOLs s Bmdoxbogg LEgOmgddo dmIMTsgg o©s-
0006900L 63% 45 {Hersd@gs, beem 500 bodmaem sbszo 39.2 Hgwos. ( Ad Age. 2017
The average tenure of a marketer)

653 999bgds LodMdsm 500w gdHg oMbgbol bobyMmA0gMdIL: - o Lods®om-
39 mbob goblbzs390mmo LvyMsmo 435d3L sdddo - §sdyzsb0 Latgzwsdm 333560900l
000035600 350393 0bao mz303mqd0L (CMO) bodwgswm Loddosbmdol gows 2023 Fgals
37.2 39 (ssbermgdom 3.1 fgo) ogym (Statista. 2023. Average Tenure of CMOs in the
Advertising Industry Worldwide.). ¥g360m go®mem dsbd@sdom, ds639GH0byol Laggos-
@obE9d0L LsdoMm Boddosbmdol bsbyMAE0gMds 2.6 Fgl F950099bL, Gog d0BBYL
360H™BqL0gdL IOl Y39wsbY IS0 JoB396gdgOos.
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23905 53obo, LoMg3wsdm bosggbGHmgddo msbsddmMIwgdol Fow®mo yoo-
6900l Ldwmom BsB396909e0 IsbEMadom 30%-0s, MoE 50b08bMwo LBIOML Jowoew
9md0EOHMdsbg dommomgdl (Work With Opal. 2022. The State of Agency Talent
Retention.)

b 9bs399900 5@LEHMEMYOL, MMI bodsGM3zgEMmdo 30BGWWO MHY3sdol brg-
™o 9393539 sHosASBOHIOOL B0 51530 s om0 LdTTom 5RO bob-

939 ©oMBgbol FHnbgbEos wmdseme BoM3q@0bame 0bLiG Mmool &gbwgb-

(3090L 993-b53wgds g8mbgg3s.
306369310 bmEos®mo 8905 s6GbIdOL BHrEo 03565390MM3y doBbglido

3B MH MbybY, 3003560900 5JEH0WMmo© 094969096 Lbgoalibgs LmEosw e
090005 3Eo@GHBMmOIGOL dmIbTsMdEYdMD ©ols3OZ300MYPIWI® s dMY6OL FbMds-
©MdOL goboBMIws. 2024 ool dememl 439wsHy 3m3YWsOHYIWo FWOGBMOHIJGO0
oyo:

e  Facebook: 3.065 300s6@0 dmdbdstgdgero

¢ YouTube: 2.504 300s6H@0 dmabIsHgdgeo

e Instagram: 2 80¢0056©0 dmdbds6gdgero

¢ WhatsApp: 2 dognos®o dmdbdsmgdgero

o TikTok: 1.582 80ostho dmdbdstgdgero

¢ WeChat: 1.343 3005600 dmdbdocmgdgero

o  Facebook Messenger: 1.010 dognos60 dmdbdatgdgeo

e Telegram: 900 dogrombo dmdbdsMgdgero

¢ Snapchat: 800 doerombo 9mdbdstgdgero

¢ Douyin: 755 doqrombo dmdbdstgdgwro (The World Ranking. 2024, November.
Most popular social networks worldwide by number of monthly active users)

00BbgLgdOLMZ0L, Lb3oEOLBIS 3EWOGBMEOTs Joblbgs39dME  M30MsGEHILMdIOL
L535DMBL, Jogoomo:

e  Facebook: bs35HMdL IM35¢RgMMZo6 LoMg3esdm 0bLEHMWIgbEHIOL o Bo6-
0OM S3EOGMO0SL, Mog oL MboggMLow M sMBg3565 5J393L doBByLGdOL-
®30U.

e Instagram: gm3mboMgdvIeros 30D 6 30b6GHIBGHDBY, B3 goblagmm®mgdom
98399&HIM0s dHYB6IdIOLMZ0L, HMIWGILLE LM 3OHMEMI300L F0BS>WMEO
o60mBgba.

¢ LinkedIn: o@goMos B2B 30m3v96035300L030L s 3Hmxaqbombsgr®o Jug-
@9d0bL d9boddbgeroc.

e TikTok: 8mdbdsrgdegdol LMoxgo Bo®omwyemdol asdm, goblo3m®mgdom
3M3)GI05 5bdEIRsBOHS 99EOGHMOOLMIB 3nTMbozsgoologzol.

Mbs 503608bmm, MHMI 3MB3MGMwo 3WsGHRMOIOL sMBg3560 ©odmI0Y-
005 3335600l J0BbMOMOZ 5OEHMM05DY, 3bBHIBEGHOL FH03DYg s ToM39E0by
00%b50%bg.

Facebook crog®mmdl Gmymés B2B, sbggg B2C 30006035:300L030L, Groash ol
QO 9IOOGMOOSL 5900005690L s BOBBYLOLMZOL FMeZ5WRMBI30M 0BLEHMMIGBEL
§o60moyqbL. Twitter o LinkedIn gsblio3mom®gd0m 3obmdl d3Mmaglombscrm®mo 3mb-
&5JBHgooLm30L s LEMsx0 0bxmMIsgool asg3MiEgwgdobmgol (T. Barai; H. Kakade,
2021).
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09939, Z 35mds (1996-2009) by MROM O 393¢gbsl sbgbl doBsMBY o
05000 mbEoobh393900 goblbbgoggds X @o Y 0omdgdolgsb. 35806 HmEs Madmbo
0500900 3303 5B 09ygbgdgb Facebook-b, Z 0smdols dmdbdscmgdergdo Ma®m
9@ OML 5@sM9d9b Instagram-by, TikTok-by, YouTube-bs s Snapchat-bg. 53 095005L
56 593L gMmo 3Mmb3MgEHMO Bo3MOOGHO 3EOBBMMTs, MoE d0BbILYdOLMZOL sbowo
299mfj39395 (A. Constantinescu-Dobra & M-A. Cotiu, 2022).
L6300 3EoGRM™MIgdols gs8mygbgdol Ggbwgbiogdo
B396 809 @o0mzombryen M93wsdol obdmogligdgums/do®zg@obaol b3giEos-
@oLEMS MIYGHIUMdS LodoMg3w Mo Bolosbo MY3Esdol dobmsglgdobmgol Facebook-
b (86.7%) 04gbgdl, G53 5L w0oEgMol 3mBoEosHy 5394smgdl. dsb Im3yzgds Instagram
(73,3%), boeom Google Ads (33,3%) J9bsdg 5©R0WDYs. obowgm bGomo 1, bowss
36MM396GHMs© SLsbos 3obbo 3ombgsbg vy Hrdger 0bBYHbIDH SersBRMHEIOL
049969896 25b0560 6393075000 §56bs053U98¢vs¢o:
boytoomo 1

In-app, TV - 6.7%
Email-Marketing - 13.3%

TikTok 0%
Amazon 0%

Twitter 0%

YouTube- 13.3%

Facebook

86.7%

0] 2 4 6 8 10 12

335N BsbBHod0m, LoMg3esdm  3eoGHRMMTIGIoL  odmygbgdol  36rm-
3950 35639690 gd0 d90gabsota bofoergds:
¢ Facebook Ads: 93% 0469l
o Instagram Ads: 78% 04q690L
e LinkedIn Ads: 33% 04690l
¢ YouTube Ads: 31% 04690l
e  Twitter Ads: 17% oygbgdlL
9L 9mbs399900 50gdgwos 2022 Herol "Social Media Examiner"-ob 56356008096,
303 sbobgL LmEoswr Mo Igool JoM39E0baol FHgbwgb0gdl.
50Lsb0dbsg00, MMA Google Ads 51939 BIOOME s8m0yYqbgds, ™MIzs BMLEGHO
360Hm396@ o 8563969890 53 5635000 56 sHOL Im3gdwyero.
gb dmboiggdgdo 5B39b69dL, ®mA Facebook o Instagram 33e¢0o3 @0@gG®d9b
356393 9Mgd0L sMhg356d0, bmerm LinkedIn, YouTube o Twitter dgoMgdom 653-
@905 59m0yYy9gbgds.
0939, LOJoMMZgEXMT0 0RO M93esdol WobETsGEO Foblbgegzgdmwos —
3M03560900 33003 MM0gbEH0MGdIMwbo 6056 Facebook-bs s Instagram-bg, bogom
L5d0gd™ LolEGIGdTo 193¢sd0MYdS TgIMJd0m Bo3egdIE A5TM0Ygbgds.
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3WoGHBRMMI0, HrmymMoass Twitter s LinkedIn, bods®mnggemmdo 33¢sg o6o-
33 sOos, bmewm TikTok-By 6093wsdol  s6MmLYdIMds Mgaombobmgol ™ma3o-
3050 dgbrmzom s0blbgds (Tiktok-Bg 093¢0l Tglodergdermds bodsOmgg-
@mbom30L 2025 ierob absfyolido aobos gladegdgero, 0933 XIORIOMIOm GGy
35159390900 356 39GH0bg M 35835609070 56 M0l 0bEIMHROMYOIMO).

M3 dggbgds Google Ads-b, dobo bs3zargdo godmygbgds dgodegds s0blbsl Jot-
0o gbolmzgol gbummwo dbsMEFINH0m, oG 5496 Fo639GHIMIOL oMBY36L
0Y393L Facebook-Uo o Instagram-%by.

GOBOWO MH3esdol dm5g5G0 FoBBIdO s 3HOMMOEYEHJO0

JoOOME @5 AEWMBOE  LoMGIsdm  3MgGH03gdL dmEol 36089369cm3zs60
2o6Lb3ze39%5 08 J0Bbgddo (Objectives) 3c00b6@gds, HMIgBLE ToM3gBH0bgol bdgEos-
@oLGHIOO 5 M30MsGHILMBIL 9650Fgd9b. 396 gb Logombo 89dgbsoMmo sgbgom: 0¥y
65 doMH0m5s© BaMmg3esdm doBbgdL 09gbgdgb LodoMmzgurmdo LmEosErmo I9Eo0s
Lo693e0dm 35935609306 206bmM 309w gd0oLsl Jo6393GH0bgol LdgEosmwoliggdo. 3olvy-
bado d9330deos 3obowmom mesm N2-by.

3OO M93esdol 3003500 Fobsbo ogdol g9bgMsgoss (3m@gb-
309960 dmIbIsM B gd0L INDoE3s) — 45%-000 0l 30MHZ9 5RO BYs. G909y Imol
93wsds 3OMmOMJEHOL dgbyozol Fobobowolgdwow (40%), bmwm d6MHgbool 3bm-
05MBOL FoBMEs — FbmemE dgbodg 50wl 03539dL (38%). (Digital Marketing —
What Are The Top Goals And Challenges? 2023 {j. marketinginsidergroup.com).

JoODM 35HODY 30 LOoGMsE0s AoBLLZ39dW0s — 5 FMs35M0 d39bGHO 3bm-
05MB5BY 39Jds. 5dob dobyBo Fgodwgds ogmb ol, Gmd 3m33sbogdo X9 (3000-
@mdgh dmIBIsMYOIwms 36Mmd0gMHYdsT0 3MBoE0MmboMmYILL, b6 JsmMm BB Y

98393GIO0 97900GMM00L bgadgbGHoMgds XJM 30093 390Mf393500 MRYdS.
JoOoME 3080w M93wsdsdo GgbgbE0gdmsb dglisdsdolmdol gMom-ghoo

0539690900 LaMg3esdm doYxRIEHJOOL BMss. bggbo 33egz0l dobgzom 30, dmerm
bmo ool 4963530mdsdo d0vxgEH9d0 bodMowm 4.3-x96O o0HIMsS, Mo3 360d3-
Boarmgbo 00gds@gds Ermdowe beMHolb dsBz969d9wlL (1.6). gl domomgdL, GMd
L5JoMMZ9wM bOMY3esdm B3BOOL Q9630150 gd580 5JGH0MMs© 803Yyzgds @S Dmax e
3336d90L LogMHMHTMOOLM Fgb9b(3090b.

LSO 2
BoxGOImo doM3ghamgdol dog®m godmygbgdyema Gy3emadal doBbgdo (Objective)

©g3emods bonddyg 30Bophmegdol aobsbtmgmap
Mygzmmods ool agbgdsionbomgol 46.7%

693emaeds 3Gmpgdbob dgbyomzabozaly 20.0%
Mygemods adamogagnol gowdmbabyMam
93eads d6gbonl 3bmdsmdnl asbsbemgmmao 66.7%
M93emeds dmbaigdms doBob gobodbogman
©93w0080 39hymdnbgdgdol Jobomydae 26.7%
938 enmgopnady zoBohmigdob gobobmogamao

930085 3000gmbobggdol dmbodshgdemac 26.7%

4‘0 6‘0 ab léD
36mgbmgdo (%)
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32020 3MoJGHOIOL 553(H530d BodoMmggumdn: 980w od 56M39¢0b30

30093 960 J0M005©0 Joabgds s goblbgogzgds yurmdswe 9bwgb09dmsb
390006090000 8Ly  godmoygmEmgds: Mobsdgmm3zg 30nOME JoMm3gE0bado gMmo-ghm
9439wsHY ©0b5303MMH s IHBIME T0TsOHMNYWGOS® 0MZEGdS JBO0Jod) FoM39EH0byo
(affiliate marketing), HmIgwog golbdmdl, GMmI 0bogzoMswmmo 3mbEgbEoL
39949690900, demgMHgd0, 0bx3EgblgMgdo 96 F0gOWEO sHbgdOL IGEMdYMgdO
009096 b53MIoLOML b B>BIMMGDL Lbgs 3mT3560900L 3MMmEMIEHOL b LgHzoLol
93050060 gd0bs o 2994030l Lsbo3ewm. gl dMmEYEOo FoblogMMYO0m 3M3-
WMo  aobs B2C s E-commerce Ubgd@m®gddo, ©o@asb ol 3md3sbogdl
L53w95¢gdsL 5deg3lL, M93wsdol dggaby (performance-based) ©onwydbgdMo Lob-
3905 500mb 458mYy9698580 O BoMMNM 5MPOEBHMM059] VIBOYXR IG5 F0g00-
B9b.

00vbg53500 000y, MHMA LOgGOMNSTMOOLM dSBOYODY 58 oML 9B9JGHOBMdS
3M59O® 330935990 ©1Ydbgdeo (dsy. Awin Report 2023, Affiliate Summit Insights),
B309b0 33030l dmbs3gdgdom, LadsMmgzgummdo gogMmwo 8s03gBHobyol bygmmdo 53
9mgeol 250mygbgds xgOXIOMd0m dobodseM0s. godmzombyer BoM3gBHgM9gdl
dmGol Ibmm 15%-05 3obsbos, H®™A 3dmbos gi30w0g0d) 356 39EH0bgaol 3593560580
dmboffogmdol godmaowgds.
9L dmbs3980 Fglsderms FommomgdEgl m® sbdgd@by:

1. 96hmo dbM0g, d5BsOBY o6 560l Lo3zdoMolo 3Mbs s 0bxM®IoMmYdS s©0bod-
Bmeo dmgerol dglobgd;

2. 51939, JoBo 30830 93mboLEI0s0 XJM 3093 9O SMOL BsIMYsSEO-
0900 ol 0bxgMLGHOWIGHMGS (9830¢090¢ 3EoGBMMIGR0, GHJJbogMeo
0bbEHOWIGB GO0, 965¢0E03s, BHMYbobygdo), GMIgwos 93 Godob 3593560900l
99%39d&H9IO5 Hom3mgdolo;mzol sGOL 59(30¢gdgEo.

50bo60365305, MMI gx30w0goE FoM3gEH0ba0 56 Imombmgl o Lsfyol Loob-
390300 BN IOL s 5353MMUYSE Fo@ow IMBOEIMBL LOZ>BMBL HMYMM(3
d30M9, obg Lodmoem doBOYLL. Tglodsdols, Job 263000l dgrydenos 3608369-
@365 299835MMMZML dMIBIOOL 30RO BOZIEMBS S FoBIMEML A9940E-
3900l 35B39698gd0  goblogMm®mgdom 08 3mI3s60gdobmazol, GMIWYALsE BEoMy

05639306290 30X gGHJOO 5J3m.

31336900 s My3mIgbszogdo
3309350 3boym, GMI LodoMmzgermdo 3ogOve bsMgzwsdm bggOmdo ©s-
L5gdd9dEo 306HGOOL S153MOMOZ0 FOMBOWO doM0MsEIE 30 Farodwgs, Mog sB39690L
36mxgbool  dgsmgdom  sbow  393M(3gwgdsl  g39Ybol T@MmBom  BsHIGBY. dosmo
Lodmoem 30 (27.9) o LsdNdom sAO0WGIBY IMBgbol dm3arg boby®mdwogmds
(Lo8wgsemo 1.9 fgawo) dommomgdl 3OMBILOYwo FMdOEW®dOL Fowswr ©mbyby.
L5gOMSTINOOLM  FMbs39d9d0L BmbEDBY, LodoGmggwrm 3 GH9bgbizosdo Tg@hows
53b00g05, M35 FEMBIEME 3M5dE03500 BoJLoMIds MmEbs3 MBOM bsbamdwozgo
©obsgdgdol  3gMm0omEO, o3 F0560dbgdL  MsbsddMmMAgams  9gbs@BMbgdOL  m3gom
50853900 8949b0BdgdbY.

d9Lodedolo, B39b 35339000 9980 ga0 Lobol M93m3gbwogogdl:
o 00bs38OMIgEms  Bgbs@PmBgdol  9gdsboBIgdol  gobgomstgds -  Hg3m-
0960900s 30335600l Foabom sMLYdMdIL IMEH035300L, 3OHMFBgLoYICO
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BOHEOLS S J9MOYHMO 256300050930l bgedgdfiymdo LGHMWMJEHWOHId0, Mo3
3959306M90L 3500MJOOL (335EGOSEMBSL;

290053D5¢gd0L s doEs BMgbobagdol LolidgdsGobogos — 335609005 bs
30599456MHMb 056583MMIgems 3m339¢9b3E00L 5F50wgdol bLEHMBIF0s s b=
Mbggygmb 3Mmxzglomwo Mbsmgdol BMHs Fos MLMOLIdDY oYM-
Bmdom;

dmgbogo slisgdgdol Bmegergdol sbgMmags — Lbgomalibgs ¢o3dol @sabisgdgdol
R3O0 (359, 30Mm9dGHDY ©IBMIbgdo 6 30dM0EMEo dmpgeo) Fgod-
@905 39009Lo IMGHFML SHRIBOEs B3YE00LEHJOOL FMEMEObdL o
bgwo d97Hgmb doo 09680830 RsOHMEMBSL 3nd35600L Loddosbmdsdo;
390009008 doga®o3ool  sBsgroBol  oblEMMIgbEgdol @sbghags — dobob-
d9hmboos 31335609005 ©o0fymb Imbo39dgdbg ©oxdbgdmwo sbsgrobol
2396bMM3090000s, M90S 9©P0bMb 350MmYOOL 4900bgdol doMgmwo doby-
D900 5 2ob530mIMb Ygodsdolio Lodslibm 3mwo@ongs.

31939, B39bo 33e930L gy 06033939, OMI LodsGmzgewrmdo 30gOWo Bs-

930050m 5MHbYdOL 458tYgbgds LogHmm Kxsddo Jgqliodsdgds yermdsc® $H9babiEogdl,
093s SOBYDIMOL 3MBIMGEHIO WM MMHO M30L9dvMHYdJd0, MMIwgdoa 9@ Y-
5000905L LyFoMMYOL OHMYMOE FoM39G0bYMEo LEHMOGHIHO0L Bsdmygswodgdol, s1s939
303 030L5 O 3OMRIBO0O0 3563005MGJdOL 3MmMboom.

3653500560560 BEBMBHIA00L 2963005Mgds:

00bgo350 0dobs, Mmd Facebook s Instagram crog® 3mbogosl 0bsmhvy-
69096, 69303960900 JoHmmao d3obbaligdols Joge bbgs deo@Bm&mdgdol —
Meoymmogss LinkedIn, YouTube o TikTok — 3m@gbiosgol d9i3slgds o
9G530060350 8500 063905300 356 393H0bave 5dGH03mdgdT0. AsbLs3MmEY-
dom 00 gmbby, Gmas TikTok (g3es806MHgdoL GqLsdErgdMds bodsOM3gEMm-
do(3 bgedobofizgeomado gobs 2025 feroasb.

Google Ads-ols gom0xmdglgdwymo 353mygbgds:

Google-ob ©93e0306Mgd0L  bgelsfigmgdol bogwrgds asdmygbgds, bJobs
9606030 FHsMHOFIMOL 3BIMdMGBom 5MHOL A9B30MmMBYOMWO. BoBsbdgfm-
Bowos 3m335609d8s 2o0m0ygbmb 0bgwolm@mgbmgsbo 0b@Hgmnqolgdo b o3-
A5G0 MMaBB0L 0bLEHMMINBEHIO0, LBsd JoMmmero TbsMFIMS yow0-
X009l gds.

bs®g3esdm dobbgdols (Objectives) gsmobgogs:

Lo0bBHIOILMS, OGMI JoMMEo 3m33s60900 bdoMo 3oMH3ge Mogdo dMgbool
36M05@MdBY BMIMLOMEYd05E, F5d0b GMEILLEG FELMBIWMMS© T053500
d0Bobos wogdol 296965305, M93096gdM0s LEBMEJA00L ©039MLOGO-
GOOgOs @S YMMOEMIdol  35o@sbs  BmdbIsmgdEool  Imbogzsby (lead
generation), Mo LEBOMEIMME PIPIVOMHE 50LSHYDS Fg0E390BY s ROI-By.
LsG93esdm 30vyxRgEHOL JsMmM3s s Bsgrobo:

08 gmbby, OHmEgLsg ULodsOmggwmdo boMgzwoedm  dowxg®dgdo 4.3-x96
2390DoM©o — Mo 96083690 3bs@ 90gToBHds MBI BMEOL LodwysEm
056396909l — 530 gdgE0s 0639LEH0E00L 89093900l Fgx3oLgdoL LEIBIM-
3900l ©sbgMygzs (Performance-based budgeting, CPA, CPM s ROI 65¢00%0),
505 25HDMOOWO bIHIGIX GO0 FgLodsTol F9 gL ©Y39300MIOMPIUL.
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DIGITAL ADVERTISING PLATFORMS IN GEORGIA: COMPATIBILITY WITH
INTERNATIONAL TRENDS AND LOCAL SPECIFICS

Expanded Summary
This research explores how digital advertising platforms are used by Georgian businesses
and whether these practices match international marketing trends. The main purpose was
to find out how digital innovations have influenced marketing strategies in Georgia over
the past five years. We used a mixed-methods approach, including quantitative surveys and
interviews with professionals who run digital campaigns for different companies.

The study involved specialists from small, medium, and large companies operating in Geor-
gia. Most of them are digital marketers or advertising managers who directly control or
influence their company’s marketing activities. We collected data through both closed-
question surveys and in-depth interviews, focusing on their use of platforms, advertising
goals, and challenges.

One interesting result is that the average age of digital marketing professionals in Georgia is
27.9 years, and most of them do not stay long in one company — only about 1.9 years on
average. This shows that the digital marketing profession in Georgia is still developing.
Compared to the U.S. and other countries, Georgian specialists are younger and have high-
er job turnover. For example, data from Marketing Week (2024) and AdAge (2017) show
that the average age of marketers abroad is closer to 39, and their job stability is stronger.

Another important finding is the preference of advertising platforms. In Georgia, Facebook
and Instagram are the most used platforms for paid advertising, while Google Ads is used
by fewer businesses. Platforms like LinkedIn, YouTube, and TikTok are not popular yet.
Some companies say they avoid using Google Ads because it does not fully support the
Georgian language. TikTok Ads became available in Georgia only in early 2025, so its mar-
keting tools are still new and unfamiliar to many.

Globally, marketers prefer Facebook and Instagram too, but other platforms like YouTube
and LinkedIn have a bigger role outside Georgia. According to Social Media Examiner
(2022), over 90% of global marketers use Facebook Ads, 78% use Instagram Ads, and
around one-third use LinkedIn or YouTube Ads.

We also studied the main goals of digital advertising campaigns. Worldwide, the most
common objective is lead generation (45%), followed by product purchases (40%) and
brand awareness (38%). But in Georgia, brand awareness comes first. This might be because
local companies still try to position their brand in the market and don’t always have the
tools for advanced customer targeting or conversion tracking.
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In terms of budgets, the results are quite positive. Our study found that digital advertising
budgets in Georgia increased by 4.3 times over the last five years. This is faster than the
global average, which grew about 1.6 times during the same period (Statista, 2023).

We also asked about affiliate marketing, which is very popular in many countries. Only 2
respondents in Georgia said they had ever used affiliate models. This shows that the Geor-
gian market still lacks knowledge and infrastructure for affiliate campaigns. If developed,
this model could help small businesses grow with lower marketing costs.

Finally, the research revealed some of the biggest challenges that marketers in Georgia face:
high competition, difficulties in reaching the right audience, and lack of technical support
in Georgian on international platforms. These problems are similar to global challenges, but
some of them are more intense due to the smaller market size.

Keywords: digital marketing, advertising platforms, Georgia, social media, lead generation,
affiliate marketing
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9989JB0960 Bmbgdi0mboMgdols 360d369wm3zs60 0blEHM™MIgBEH0s 3MMmEgbol Miiyzgdo
dmbo@mEm0bao o 4oMIxmdglgds. Jolo  9n39dGH0sbo IBIMY30L vM30W GBI Bog-
AOOL 30 FomBMmoygbgb: 89b6gxTgbEBHOL TboMsFIMS O MOSEMDs; 056509GMMI-
@MdOL 5d@Bomeo BsOMZo( Mg bLBoL LEHMILLS s sFIBMWMBSL (33¢0GdJdOL
2396bmM309wgd0LY; LEHBIOEHMWO 3OHMEIEMOIOOL 33> ©s Fvdogo Lfsgarol
3IGHGVIO0L 593300060 g0s s JoIxMdILYdS.

Bo@omadmo 33e0g30L 899a9© 3odmgeobs ol LybGo saowgdo, Mm-
0953 QP00 5930 LogsMmmzgEml 356300 Liglibol 453900l 3HMEgLOL FobbmMEog-
@900bsL, Mog BIRO3wgbsls sbgbl dmdbAsMdEIOL 3059Mi0EgdsBY, gl 30 Lodmermm
%5980 35630L Fgdmbogerols s 0dox ol Boh39b9dgw by s0Lobgds.

L5300bob Jgbfagersd g3sbsbs Lado@mzgarml 35630L bEHMmwEwMHgddo dobbal
360Hm3gLgdoL  MgobigobgMobaols o 3MM3gLgdol M3EH0T0Bogool LaFoMmmgds. Lean
LEAHOSGHIHo0L  209mygbgdom dglsdergdgmo gobs 36MHMEgLosb BsligmmMmdgdol o6
99990690 396530900l 59Mm©gdom, 803900 ©sbs356M9d0L Jobodobsioolsmgob.
50b0dbMmsb  ©s393806Mgd0m 9901 Ts39d9em  0dbs  Lglbol  a539d0L  3GmiEglol
dmqgwo “To-Be”.

94m39¢039 5060869906 2odmdobady, Lodsbzm 3MmmiEglgdol(Lglbol 4539-
dols) Mm3BH0doboEosls s bodsbzm ImALobMEmadoL 9539dGH0sbMdOL  5TsEgdolsmzol
LoFoMm dog30h605 , H™I bl bLGHMsGHIH0sd0 dOBBIL d3MM3gLGdOL 0bEHYGOMYdS
(Lodmgdgm 29305), BMS FgLodegdgEo 0gml Jomo 3Mb3MHgEHwo 0bwozsEMMmgdoL
©s LsdoBby 9sB39600wgd0oL  dobgzom fyzgBHo ImboGHm®mobyo Tgxsligds s
399X M09g1ds; 535D, BoBbTgfimbowos doBbgl 36HrMEgLgdoL M3EGH0TobsE0s Lean —
Six Sigma UEMs39a00L 250mygbgdom s ™m3EH0doboEool 3MMEglol  QobbmGmE0Y-
@adoLLIM30L  MHMYMEOE  LBsFoOM (3300w gdgdoL oYY (33C0Egdgdol 9 -
dob/BMLEHO gMoxg030L d98v9d53905 O (33L0GdIOMSD 353d0Mgd0m 3gMlimbowmob
9306 3m3Mbo3zso30s, 0y 3gMLMbIEIOL 4T BoEYds. 3Z9W0R03SE00L ToMEYDY;
9003500 dmbEaLl 39MLMbsErol  Fgxsligdols s bE0dMEwomgdol bobEgdol bMwer-
g4ogs, 053 1HOHYB39wYmal (33¢0EgdgOML ©s3e3d0MRMo MGolggdol (LEHMbo,
©5050Mds,  2obfymds.  3OHMEIBHMW™dOL  FgdoMmgds) s Lsdmemm  xsddo,
®3@080Do300l 3Mm39L9d0Ls s “To-Be” 3mguol [fo®ds®gdoo gsbbmmEogurgdsl.
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LOAN ISSUANCE PROCESS OPTIMIZATION "TO-BE"™ MODEL
(CASE STUDY: BANK OF GEORGIA)

Expanded Summary

The banking sector frequently faces challenges stemming from the inefficient utilization of
resources during process execution, leading to a decline in both qualitative and quantitative
performance indicators. This issue remains a persistent focus for Georgian banking institutions.
Compounding this, the pervasive drive towards digitalization of business processes, inherent
in the evolving digital economy, necessitates robust process optimization strategies.

This study aimed to address these critical issues and prevalent challenges within the Georgian
banking sector. To achieve this, a comprehensive research effort was undertaken from April to
May 2025. The scope of the investigation encompassed various facets of banking operations,
including process analysis, optimization techniques, customer behavior research, and
their collective impact on operational efficiency.

This article specifically presents an in-depth analysis of loan issuance processes within the
banking sector. We examine and analyze the ""To-Be" optimization model and its associated
efficiency indicators. Building upon a robust research methodology, a novel "To-Be" optimi-
zation model was developed. The effectiveness of this model and the interrelationships of di-
rect and indirect factors influencing the loan issuance process were rigorously tested using
SPSS statistical software.

Our research on optimizing loan issuance processes within banking structures involved a me-
ticulous study of existing actions, which were subsequently grouped by their inherent value.
We identified that many actions, while part of the process, constituted non-value-adding
waste. The primary objective at this stage was to minimize these non-value-creating actions
and associated waste. This was achieved through the application of the chronometry method,
involving one month of observations, conducted twice weekly at consistent times. Following
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the identification of process waste, we pinpointed specific non-value-creating activities, con-
sidering established sources of useless waste. The observation findings were then systematical-
ly categorized into three principal groups of waste sources.

The findings unequivocally demonstrated that these identified waste source categories contrib-
ute to significant inefficiencies, including unnecessary process waste, frequent changes, and
systemic inflexibility. A key discovery was that the root causes of this inflexibility were often
linked to surging loan demand and the consequent inability to fulfill customer requests
within desired timeframes.

Furthermore, a crucial aspect of this study involved establishing the correlation between direct
and indirect factors influencing the loan issuance process, facilitated by SPSS. This interde-
pendency is visually represented through an infographic, with data calculated based on Pear-
son correlation coefficients. Notably, a negative correlation was observed between the cycle
time of loan issuance processes and personnel satisfaction, an critical insight for the pro-
posed new model.

The developed "To-Be" optimized model comprises three distinct stages: input, optimization
process, and output. The anticipated outcomes of this model, as demonstrated in the output
stage, include reduced processing time, decreased operational costs, increased revenue,
enhanced monitoring capabilities, and continuous process improvement. The model's effi-
cacy was empirically validated through SPSS testing, specifically designed to address the core
research questions.

The effectiveness of our newly developed optimization model is quantitatively assessed across
key performance indicators: reduction in cycle time, reduction in costs, and increase in rev-
enue. To quantify these improvements, we employed specific formulas: AT1=Tas—is—Tto—be
for time reduction, AC1=Cas—is—Cto—be for cost reduction, and AR1=Rto—be—Ras—is for rev-
enue increase. The resultant calculations were subsequently analyzed using the Lean method-

ology.

When comparing these calculated indicators with the results obtained from our chronometry
analysis, the application of the Lean method clearly indicates significant potential for im-
provement:

e Operational costs can be reduced by 15-30%.

e Process execution cycle time can be reduced by 20-40%, leading to faster service de-
livery, minimized waiting times, and greater system flexibility.

e  The number of procedural steps can be reduced by 25-50% through the elimination of
unnecessary and inefficient operations.

e Client service time can be shortened by 10-35%, directly enhancing customer satisfac-
tion and reinforcing reliability.

o Employee productivity is projected to increase by 15-25% as a direct result of automa-
tion, standardization, and process optimization efforts.

Considering these findings as achievable target benchmarks, the projected performance
indicators for the loan issuance process under the Lean methodology can be outlined ac-
cordingly.

In conclusion, our research has successfully identified critical weaknesses within the Bank of
Georgia's loan issuance process, which directly impact customer satisfaction and, consequent-
ly, the bank's overall revenue and brand image. The study underscores the imperative for busi-
ness process reengineering and comprehensive process optimization within the Bank of
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Georgia's operational framework. By strategically implementing the Lean approach and sys-
tematically eliminating non-value-creating operations, we have demonstrated the tangible po-
tential for waste minimization. This led to the successful development of the " To-Be" model

for loan issuance.

Therefore, to optimize banking processes (specifically loan issuance) and enhance banking

service efficiency, we recommend:

e Integrating business processes into the overarching strategic plan (action plan).

This

will enable continuous monitoring, evaluation, and improvement based on specific indica-

tors and predefined target benchmarks.

e Adopting the Lean-Six Sigma strategy for business process optimization, along
clearly defining necessary changes for implementation.

with

e Developing a precise change plan/schedule and fostering close communication with

personnel regarding these changes, coupled with targeted personnel retraining
qualification enhancement.

and

e Continuously refining the personnel evaluation and incentive system. This compre-
hensive approach will mitigate change-related risks (e.g., stress, tension, low morale, re-
duced productivity) and, ultimately, ensure the successful implementation of optimization

processes and the "To-Be" model.

Keywords: Business Processes, Banking Sector, Optimization Model "To-Be", Efficiency
Indicators, Research.
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Economic recovery in post-conflict areas of Azerbaijan: investment potential and man-
agement strategies

Annotation. The post-conflict areas of Azerbaijan (especially Karabakh and East Zangezur)
have significant investment potential in terms of economic, social and infrastructure
development. The article discusses the rehabilitation and reconstruction work carried out in
Karabakh and East Zangezur and analyzes the investments directed to the post-conflict areas
of Azerbaijan. The need for specific approaches, investment management strategies and
efficient use of resources for the economic rehabilitation of these areas is emphasized.
Keywords: post-conflict areas, Karabakh, East Zangezur, rehabilitation and reconstruction,
investment activity, investment management strategies.

introduction
Economic recovery in our post-conflict areas is of paramount importance for the long-term
development of Azerbaijan after its independence. The economic security of the Karabakh and
East Zangezur regions is directly linked to the diversification of the non-oil sector. Post-war
recovery activities are not limited to the repair of infrastructure, but are also of great
importance in terms of the creation of new economic opportunities. This approach links the
goal of recovery not only with the restoration of physical infrastructure, but also with the
development of human capital. Without a doubt, one of the most important obstacles delaying
the recovery and reconstruction process in our liberated territories is the contamination of the
territory with mines.
Main part

Chart 1. shows the observed figures for areas cleared of mines and unexploded ordnance
during 2021-2024, clearly showing how the scale and intensity of the process have changed. In
2021, the cleared area was 22,846.6 hectares, which is an indication of the activities carried out
in the initial phase. In the following year, i.e. 2022, this figure increased sharply to 41,019.5
hectares, a jump of approximately 89.6% compared to the previous year [8]. In 2023, the
cleared area increased to 53,693.8 hectares, with a growth rate of 26.6%. This is a reflection of
some stabilization after the high growth of the previous year and a transition to more complex
areas. In 2024, the cleared area reached 62,023.9 hectares, with a growth rate of 15.6%. It is
clear from this that although the volume of cleared area increases each year, the growth rate is
gradually decreasing. This is explained by the clearing of easier and more accessible areas in
the initial stage, while as the process progresses, demining activities are carried out in areas
that are risky and technically difficult.
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Chart 1. Areas cleared of mines in our post-conflict areas
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Source: Compiled by the author based on information from MTM (https://mtm.az/).

Overall, the total area cleared of mines and unexploded ordnance increased by more than 171%
from 2021 to 2024, which indicates significant achievements in the direction of security and
land restoration across the country. The indicators show that the clearance work is being
carried out systematically, consistently and on a large scale, and the continuation of this
process is of great importance from both humanitarian and socio-economic perspectives. An
analysis conducted by the Mine Action Agency of the Republic of Azerbaijan (ANAMA)
based on official data released by it shows that 179,186 hectares of land have been cleared of
mines and unexploded ordnance over the past 4 years (2021-2024). According to the Action
Plan of the “I State Program on the Great Return to the Liberated Territories of the Republic of
Azerbaijan”, it is noted that by the end of 2026 the area of demined areas in the liberated
territories will reach 280 thousand hectares. Based on this, we can say that currently 64% of
this work has been completed.

Table 1. Completed highways in our post-conflict areas

Ne  Name of the Road Length
(km)

1 | Tartar—Sugovushan-Talysh highway 28,5

2 | “Victory Road” 101

3 | New alternative highway without entering Lachin city 22

4 | Talish-Tapgaragoyunlu—-Gashalti sanatorium highway 22

5 | Barda-Agdam highway 44,5

6 | Fuzuli-Hadrut highway 12,3

7 | Hajigabul-Bahramtepe—Minjivan—State border with Armenia 61,4

section of the highway
Source: Compiled by the author based on data from AAYDA (http://www.aayda.gov.az/).

Currently, in accordance with the "First State Program on the Great Return to the Liberated
Territories™" and the orders signed by President Ilham Aliyev, work is continuing to reconstruct
the road infrastructure in the liberated regions. Within this framework, the design and
construction of 45 highways with a total length of 3,382.6 kilometers is being carried out. To
date, the construction of 7 highways from these projects has been fully completed, and their
total length is 315.9 kilometers. In addition, the construction of a 24.2-kilometer section of the
Shukurbayli-Jabrail-Hadrut highway, which is planned to be 39.7 kilometers long, has already
been completed [6]. According to current data, a significant increase in the number of
hydroelectric power stations in Karabakh and East Zangezur is observed by “Azerenergy”
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OJSC. By the end of 2024, 32 hydroelectric power stations were commissioned in the region,
and a total of up to 550 million kilowatt-hours of environmentally friendly, renewable “green
energy” were produced through these stations. Next year, i.e. in 2025, an additional 11 new
hydroelectric power stations are planned to be commissioned [3].

These facts show that “Azerenergy” OJSC continues its activities in a systematic and phased
manner towards the formation of green energy zones, which contributes to the expansion of
sustainable and environmentally friendly energy production in the region. According to
information as of January 2025, the process of phased resettlement of the population to the
territories liberated from occupation in the post-conflict period continues. To date, a total of
2,708 families, i.e. 10,665 people, have permanently settled in these territories. The largest
number of resettlements was recorded in Fuzuli district - 822 families (3,132 people) were
resettled here. 368 families (1,386 people) were resettled in Shusha city, and 570 families
(2,090 people) were resettled in Lachin. 44 families (169 people) were resettled in Khojaly
city, 357 families (1,483 people) in Jabrayil, 20 families (90 people) in Talish village of
Aghdara district, 175 families (871 people) in Aghaly village of Zangilan district, 59 families
(215 people) in Sus village of Lachin district, and 217 families (823 people) in Zabukh village
were permanently resettled. Also, 76 families (406 people) were resettled in the village of
Ballica in the Khojaly region [7].

These indicators reflect the planned and consistent implementation of the Great Return process.
At the same time, reconstruction and restoration works are being carried out at a high pace in a
total of 100 settlements, including 8 cities, 8 settlements and 84 villages, within the framework
of the “First State Program on the Great Return”. In addition, the foundations of 4 major
industrial and agropark projects have been laid in the Karabakh and East Zangezur economic
regions and their construction continues. These projects include the “Araz Valley Economic
Zone” Industrial Park in Jabrayil, the “Agdam Industrial Park” in Agdam, the “Lachin Agro
and Industrial Park” in Lachin and the “Dost Agropark” in Zangilan. In addition, modular
medical institutions, schools and kindergartens are being built in the liberated territories to
develop social infrastructure. All these steps are aimed at creating a sustainable living
environment in the region and improving the well-being of the population. The volume of work
carried out in the post-conflict areas of our republic in 2021-2023 is very large. It should be
noted that our republic is carrying out these reconstruction and restoration works at its own
expense, without any financial support from abroad.

Diagram 1 depicts the investments directed to our liberated territories in 2021-2023. Karabakh
and East Zangezur received $1.29 billion in 2021, $2.41 billion in 2022, and $3.71 billion in
2023. The volume of investments directed to our post-conflict territories increased by 87% in
2022 compared to the previous year, and by 54% in 2023 [2].

Diagram 1. Fixed capital investments in our post-conflict areas (in billions of US dollars)

£2023 [12022 (120235

Source: Compiled by the author based on the indicators of the Statistical Bulletin
"Construction in Azerbaijan" / 2024.
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Looking at Diagram 2, we can see that investments in post-conflict areas in the period 2021
2023 demonstrate a rapid growth dynamics overall. This growth varies both by sector and by
year. While investments in agriculture per sector were $7,637.1 thousand in 2021, they
increased to $204,922.5 thousand in 2023. This is an increase of approximately 27 times and
indicates a significant increase in interest in agriculture. This increase is associated with the
clearance of land from mines and the realization of agricultural potential. While investments in
the industrial sector were $67,664.8 thousand in 2021, this figure increased 8 times to
$540,523.8 thousand in 2023. This reflects steps aimed at building industrial potential and
supporting local production. The construction sector is one of the areas experiencing the
greatest growth. While $149,748.0 thousand was invested in this area in 2021, it increased by
about 5 times in 2023 to $750,426.1 thousand. This is mainly due to the restoration and
construction of infrastructure - roads, buildings, social facilities. Investments in the field of
trade and repair of vehicles have been unstable. In 2021, $1,300.0 thousand was invested, in
2022 this figure decreased to $117.6 thousand (an approximately 11-fold decrease), but in 2023
it increased to $6,932.8 thousand (an approximately 5.3-fold increase compared to 2021). This
change is explained by the fact that in the initial years the main focus was on infrastructure and
production. The area that attracted the most investment is the transport and warehousing sector.
In 2021, $960,404.0 thousand, in 2022, $1,904,656.9 thousand, and in 2023, $2,001,266.1
thousand were invested [2]. The stable and high growth in this area indicates that the
establishment of transport links and the development of logistics infrastructure in the liberated
territories is a priority.

One of the important turning points in terms of accelerating economic development in post-
conflict regions is the widespread use of digital technologies. The development of digital
infrastructure in the liberated territories of Azerbaijan will make a significant contribution not
only to the realization of economic potential, but also to the promotion of foreign investment

[3].

Diagram 2. Investments in sectors of the economy in post-conflict areas (in thousand US
dollars)

2500000
2000000
1500000
1000000

500000

(1]

Source: Compiled by the author based on the indicators of the Statistical Bulletin
"Construction in Azerbaijan™ / 2024.
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At the same time, the basis of economic revival in post-conflict regions is purposeful and
sustainable development plans. Diversification of the economic structure and the application of
innovative approaches play a key role in ensuring the long-term economic stability of
Karabakh and East Zangezur. This recovery process should include the implementation of
strategies aimed not only at solving current problems, but also at ensuring future economic
sustainability. In addition, the efficient use of existing resources in areas such as industry,
agriculture and tourism is also the main basis for development [4]. The transition to renewable
energy sources is of strategic importance from both an ecological and economic perspective.
The steps taken by Azerbaijan in the field of alternative energy will not only strengthen
domestic energy security, but also regional and international energy cooperation. This
approach not only enhances the country's position and geostrategic importance in the
international arena, but also stimulates its participation in large-scale energy and transport
projects [5].

In general, the development of the investment climate in the post-conflict regions of Azerbaijan
is not limited to the restoration of physical infrastructure. The development of human
resources, digitalization, stimulation of alternative energy sectors and the introduction of
innovations are the main factors ensuring the sustainable economic growth of these territories.
Coordinated activities in the indicated directions will make these regions even more attractive
for both local and foreign investors. In this regard, there is a need to develop investment
management strategies in the post-conflict regions of Azerbaijan to increase the efficiency of
investment activities and attract foreign investments to our liberated territories.

Formation of investment management strategies in the post-conflict regions of Azerbaijan

In the liberated territories of Azerbaijan, the development of effective investment management
strategies is of particular relevance in terms of ensuring economic revival, reintegration of
these regions into the national economy and realization of sustainable development. As a result
of long-term occupation, these territories have been almost completely destroyed in terms of
infrastructure, socio-economic activity has been minimized, and investment attractiveness has
been seriously damaged. In such conditions, complex and strategic approaches are needed to
restore investor confidence and ensure a continuous flow of capital. First of all, it is important
to improve the legal and institutional framework. The creation of a legal system that reliably
protects the rights of foreign investors, ensures the resolution of disputes through international
arbitration mechanisms, and minimizes risks is the main condition for confidence in the
investment environment. For this purpose, it is necessary to bring the existing investment
legislation into line with international standards and introduce administrative mechanisms
operating on the principle of a "single window" for investors. At the same time, it is important
to develop effective investment promotion mechanisms. Investors’ financial risks can be
reduced through instruments such as tax and customs incentives, state guarantees, insurance
programs, interest-free or low-interest loans. These incentive mechanisms should include
ongoing support not only at the initial stage, but also during the implementation of projects.
Investment models based on sustainable development and green technologies should be
selected as a priority direction in the rehabilitation of post-conflict areas. The rehabilitation
process should not be limited to the reconstruction of physical infrastructure alone, but should
be consistent with concepts such as preserving ecological balance, “smart villages” and
“green energy zones”. In this context, cooperation with foreign technological partners is of
great importance for wind, solar and hydropower projects [1]. Expanding regional and
international cooperation can contribute to the faster development and integration of post-
conflict areas. The geo-economic importance of these areas can be increased, especially
through the creation of joint economic zones with business entities of neighboring countries,
the activation of regional trade routes and the establishment of joint logistics centers. At the
same time, technical and financial support from international donor organizations should be
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widely used. Modernization of infrastructure plays a fundamental role in the development of
the investment climate. The establishment of high-quality highways, railways, energy and
water supply systems, digital communication and logistics networks will increase the
effectiveness of investment projects by reducing the technical and operational costs of
investors. The formation of human capital and the efficient use of local resources should be at
the forefront of strategic investment management plans.

Conclusion

As a result of professional training of the local population, the launch of higher education
institutions in the region, the establishment of research centers and the promotion of innovative
entrepreneurship, the domestic market will also become attractive for foreign investments. A
single “Regional Investment and Innovation Strategy” should be adopted for the post-conflict
regions of Azerbaijan, and a special “Investment Map” should be prepared within the
framework of this strategy. This map should present sectoral advantages, available resources,
and investment opportunities in detail for specific areas, and digital platforms that provide real-
time information to investors should be put into use. Consequently, the formation of an
investment climate in the post-conflict areas of Azerbaijan is a multifaceted and complex
process. Steps taken in such areas as improving the legal framework, introducing innovative
and green technologies, regional cooperation and restoring infrastructure will not only ensure
economic revival, but also condition the sustainable development of these areas in terms of
social well-being and regional stability.
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Doctoral Student of the Doctoral Program in Economics

HYBRID ARMY SYSTEMS AND THEIR ECONOMIC IMPACTS ON THE LABOR
MARKET

Expanded Summary

This paper investigates the transformative role of hybrid army systems and their broader
economic impact, with a particular focus on labor market dynamics. Hybrid army systems,
defined by the integration of traditional military functions with advanced technologies
such as artificial intelligence, robotics, autonomous vehicles, and cyber warfare capabilities,
are fundamentally reshaping modern military organization. This evolution extends beyond
technological upgrades, initiating deep structural changes in military labor composition,
training needs, and employment models, with significant ripple effects in civilian sectors.

The shift from manpower-intensive military models to high-tech, networked, and digitally
integrated hybrid systems requires fewer personnel overall, but those individuals must
possess more specialized and technical skills. Traditional combat roles are increasingly
supplemented or replaced by data analysts, software engineers, cybersecurity experts, and
unmanned systems operators. This transformation compels military institutions to rethink
their recruitment, education, and career development strategies. Training programs now
include instruction in areas such as systems integration, Al operations, and cyber defense,
emphasizing interdisciplinary STEM skills over conventional physical training.

As military systems adopt hybrid structures, civilian labor markets respond. The demand
for a technologically skilled workforce extends far beyond the defense sector, affecting
education, employment, and income distribution. High demand for specialized labor in
defense technology exerts upward pressure on wages, particularly in cybersecurity, Al, and
systems engineering. At the same time, traditional defense roles are declining, necessitating
retraining and workforce transition strategies to mitigate job displacement.

Hybrid army systems also drive the expansion of a “defense-tech economy,” where
innovation hubs, research universities, and tech firms work in tandem with defense
institutions. These collaborations foster regional economic development and stimulate
technological spillovers into civilian industries. However, they also risk deepening
geographic and socio-economic inequalities, as only regions with strong infrastructure and
technical institutions are well-positioned to benefit from this growth. Access to specialized
education and training becomes a key determinant of participation in this emerging labor
ecosystem.
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The transformation also affects employment structures within defense forces. As hybrid
systems introduce more complex technological operations, armed forces increasingly rely
on public-private partnerships, temporary contracts, and contractor labor. This shift
introduces new labor regulation challenges, as military and civilian roles become more
fluid. Issues of labor protection, role delineation, and long-term career stability arise,
especially for personnel working on dual-use or classified projects.

Globally, countries that invest heavily in hybrid military technologies—such as the United
States, China, and Israel—are shaping not only the future of warfare but also global labor
trends. Their emphasis on defense-oriented R&D and STEM development gives them a
strategic advantage, both militarily and economically. Conversely, countries with limited
capacity to participate in hybrid modernization risk being left behind in both defense
readiness and economic development, further widening global inequalities in labor value
and technological capability.

Ultimately, hybrid army systems are forcing a rethinking of how labor is organized, valued,
and developed in the 21st century. Defense is no longer an isolated domain but is
intricately connected to national innovation strategies and workforce planning. As hybrid
systems become central to national security, labor policies must adapt to ensure that
workers are equipped for this new environment. This includes fostering accessible,
inclusive educational pipelines, supporting regional innovation clusters, and protecting
workers navigating the increasingly blurred line between military and civilian domains.

In conclusion, the rise of hybrid army systems represents a paradigm shift in both military
strategy and economic structure. They demand highly skilled labor, drive technological
collaboration across sectors, and catalyze new forms of employment—while simultaneously
introducing challenges related to inequality, workforce displacement, and institutional
adaptation. This paper argues that understanding the economic consequences of hybrid
military systems is essential not only for defense planning but also for shaping future labor
policy and ensuring balanced, equitable economic development.
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COMMENSURATE DEVELOPMENT OF THE COUNTRIES IN THE WORLD AND
IT’S ASSESSMENT INDICATORS

Expanded Summary

This article explores the issue of commensurate economic development across different coun-
tries, emphasizing the socio-economic challenges caused by imbalances between capital cities
and regions. A significant gap in development leads to regional depopulation and resource-
strained capital cities with excessively concentrated populations. This imbalance weakens a
country’s overall economic potential and creates long-term structural challenges.

The study aims to analyze the importance of balanced economic development, identify ways to
reduce disparities, and introduce assessment indicators. Factors contributing to regional under-
development include limited investments, poor infrastructure, unemployment, and lack of es-
sential services, which drive migration and poverty. Social factors such as low incomes, high
living costs, and limited opportunities for youth also play a role. Institutional and political fac-
tors further influence these imbalances through governance structures and policy measures.
The result is increased internal migration to capital cities, leading to overcrowding, higher un-
employment, economic stagnation in rural areas, and socio-environmental challenges such as
air pollution, rising crime rates, and inflated real estate prices.

To assess economic balance, we developed deviation coefficients that compare the economic
development of a country’s regions and capital city with national averages. Using this method,
we analyzed 44 countries across Europe, Asia, North America, South America, and Oceania.
The results categorize countries into three groups: those with commensurate development
(Australia, Austria, Germany, Canada, Mexico, Norway and Chile), those with moderate im-
balances (e.g., Spain, Turkey, Poland, and Georgia), and those with significant disparities (e.g.,
the U.S., France, South Korea, and Ukraine). Germany and Canada showed the highest levels
of commensurate development, with Germany emerging as the global benchmark.

Our findings highlight the importance of learning from successful models, particularly Germa-
ny’s, to implement policies that foster regional economic growth. By reducing development
disparities, countries can mitigate urbanization challenges, encourage sustainable regional
economies, and promote long-term national stability. Developing tailored policies based on
these insights can help create opportunities for people to thrive in their own regions, reducing
migration pressures and strengthening overall economic resilience.
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Challenges of Employment in the Tourism Sector

Annotation. The tourism industry plays a crucial role in the global economy, contributing sig-
nificantly to employment, GDP, and infrastructure development. Georgia's tourism sector
holds great potential due to its rich cultural and natural heritage; however, challenges such as
job instability, low wages, and insufficient professional training hinder its sustainable growth.

This study analyzes the employment structure, availability of professional training pro-
grams, and key barriers in the sector. The findings highlight limited access to specialized edu-
cation and inadequate support for stable employment, both of which impede the industry's de-
velopment.

The research recommends improving training programs, promoting job stability, and
implementing regulatory reforms. A collaborative approach involving businesses and educa-
tional institutions will help unlock the sector’s full potential and foster long-term economic
growth.

Keywords: Tourism industry, employment, qualified personnel
JEL Codes: J21, J61, L83, Z30, Z39

Introduction

Relevance of the Topic: Tourism plays a significant role in the global economy and is
one of the fastest-growing industries, as various statistics demonstrate. According to the World
Tourism Organization (UNWTO), by the end of the 20th century, international tourist travel
worldwide amounted to less than 700 million. By 2024, this number had risen to 1.7 billion,
and forecasts suggest that by 2030, it will exceed 1.9 billion (UNWTO, 2024).

The importance of tourism is also evident in the number of people employed in this sec-
tor. Unlike many other industries, tourism has a strong interconnection with a wide range of
economic activities. As a result, it creates significant employment opportunities and engages a
large portion of the population in the economy (Mekvabishvili, 2016, p. 86).

Tourism is a significant source of employment globally (UNWTO, 2025;
Mekvabishvili, 2016, p. 87). It is among the leading sectors in job creation, encompassing a
wide range of skills and offering opportunities for the rapid integration of the workforce, par-
ticularly for youth, women, and migrant workers. In several countries, the role of tourism in
employment is critically important (Mekvabishvili, 2016, p. 88).

The tourism and hospitality sectors offer diverse employment opportunities across vari-
ous fields. Accordingly, qualified and well-educated personnel are essential for the success of
any tourism development strategy (Smith & Brown, 2022, p. 55). However, the sector faces
several challenges, including job instability, low social status, long and unsociable working
hours, and inadequate wages. These issues lead to difficulties in attracting qualified staff and
result in high employee turnover, which can significantly hinder the industry's success (Jones
etal., 2021, p. 47).

The involvement of qualified personnel is a crucial prerequisite, especially in a competi-
tive environment and in ensuring the sustainable development of businesses. The link between
human resources and tourism is evident in two main aspects: first, the growth of the industry
depends on the availability of skilled and sustainable labor; second, fair treatment of employees
by managers and customers is essential for promoting social justice. Additionally, the profes-
sionalism of staff has a strong impact on the quality of tourists' experiences and their percep-
tion of a destination (OECD - Organisation for Economic Co-operation and Development,
2024).
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The tourism sector serves as a cornerstone of Georgia's economy, making a significant
contribution to the country’s GDP and creating opportunities for increased income, entrepre-
neurship, and infrastructure development. The evaluation of global and regional tourism indi-
cators relies on official data from the Organisation for Economic Co-operation and Develop-
ment (OECD, 2024) and the World Tourism Organization (UNWTO, 2024). The analysis of
tourism-related labor characteristics is based on assessments provided by relevant authors, en-
suring a comprehensive and in-depth exploration of the issue.

Due to the country’s rich natural and cultural heritage attracting millions of international
visitors annually, tourism plays a significant role in employment. However, it also gives rise to
numerous employment-related challenges, making this topic highly relevant for research. In
Georgia, the tourism industry holds strong potential in terms of reducing unemployment and
improving employment rates (OECD — Organisation for Economic Co-operation and Devel-
opment, 2024). Nevertheless, inefficiencies in the labor market and the lack of structured voca-
tional training in tourism-related professions limit its ability to fully realize this potential
(World Bank, 2022).

Object of the Study: The object of this study is the employment environment within
Georgia’s tourism sector. This includes employees engaged in tourism-related activities, the
structure of job opportunities, factors influencing employment dynamics, the role of education-
al and training institutions, and the impact of regulations on labor conditions within the sector.

Subject of the Study: The subject of the study is the employment challenges in the
tourism sector and the possible solutions to address them.

Research Aim and Objectives: The aim of this research is to examine the employment
challenges in Georgia's tourism sector, identify barriers to stable and sustainable employment,
and propose appropriate strategies to promote workforce development, improve job quality,
and ensure the sector’s long-term growth and sustainability.

To achieve the aim of the research, the following specific objectives have been
identified:

e To examine the structure and characteristics of employment in Georgia’s
tourism sector, focusing on the qualification requirements of job positions, the de-
mographics of the workforce, and regional distribution.

o To assess the accessibility and effectiveness of vocational retraining pro-
grams tailored to tourism-related professions in Georgia.

¢ To identify and evaluate the needs and challenges facing the sustainable de-
velopment of tourism.

Research Hypothesis: Employment challenges in Georgia’s tourism sector significant-
ly hinder the sector’s ability to achieve sustainable development and increase its contribution to
the national economy.

Literature Review

The literature review laid the foundation for shaping the objectives of this research. Sever-
al relevant academic articles, journals, and media sources published over the past decade were
selected and analyzed. These materials help to better understand current trends and issues relat-
ed to employment in the tourism industry.

Cooper’s research emphasizes the importance of skill diversification and vocational educa-
tion in tourism employment. He argues that the labor-intensive nature of tourism creates oppor-
tunities for marginalized groups, but also often leads to high employee turnover due to seasonal
demand and low wages. His findings underline the necessity of government policies that sup-
port skill development programs—aligning with Georgia's efforts to address workforce short-
ages in the sector (Cooper et al., 2023).

Baum’s study focuses on global tourism employment examples, particularly highlighting
the disproportionate impact of crises (e.g., COVID-19) on the tourism sector and economies
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that rely heavily on it. The research examines how temporary employment and lack of job se-
curity present challenges to sustainable development. This is particularly relevant to Georgia,
where a significant portion of tourism-related employment is seasonal and informal (Baum &
Hai, 2020).

Richards explores the role of cultural and creative tourism in the employment sector. His
research reveals a positive correlation between cultural tourism initiatives and job creation,
particularly within small and medium-sized enterprises (SMEs). In the Georgian context,
where cultural tourism is an emerging niche, these insights highlight the potential for expand-
ing employment opportunities through targeted initiatives (Richards & Wilson, 2012).

Scheyvens' research focuses on inclusive tourism and its impact on local communities. He
argues that empowering local populations through skill development and employment oppor-
tunities contributes to long-term economic benefits. This perspective is especially relevant to
Georgia, where tourism-related employment could help reduce regional economic disparities
(Scheyvens & Biddulph, 2018).

Based on the reviewed literature, it can be concluded that the diversity of tourism services
generates a wide range of qualification requirements and employment opportunities. However,
certain challenges also emerge—such as the prevalence of temporary employment, unstable
working conditions, safety issues, and low wages—which call for targeted policy and structural
interventions.

Employment Prospects in the Tourism Industry

According to the Organisation for Economic Co-operation and Development (OECD),
the tourism industry is one of the most accessible sectors for employment. The organization’s
experts have emphasized tourism as a key solution to employment challenges, particularly
those faced by young people (OECD, 2024).

Tourism primarily functions as an economic activity that promotes the growth of local
areas as tourist destinations. As previously mentioned, tourism involves mobility, which leads
to various effects. Some of these impacts are direct and closely related to tourism, such as the
improvement of hospitality services, while others are more indirect (Yasarata, 2024, p. 67).

Direct employment includes all jobs that are directly supported by travel and tourism
activities. Examples include positions in hotels, restaurants, travel agencies, tourism infor-
mation centers, museums, protected areas such as national parks, palaces, religious sites, mon-
uments, and transportation services such as airlines and railways (both publicly and privately
owned), as well as roles like tour guides, chefs, and more. These positions also extend to indus-
tries such as cruise lines, resorts, retail shops, souvenir production, photography services,
sightseeing tours, rural guesthouses, and family-run accommodations (United Nations World
Tourism Organization, 2023, p. 41).

Indirect employment, on the other hand, includes jobs in sectors that indirectly support
the development of tourism. These include suppliers for restaurants, construction companies
responsible for building and maintaining tourist facilities, infrastructure development firms,
aircraft manufacturers, handmade craft producers, marketing agencies, and accounting firms.
These industries rely on the income generated by businesses that provide direct employment
(Abesadze, 2015, p. 35).

The economic impact of tourism is evaluated based on factors such as income, employ-
ment, investments, development, and the balance of payments. As a labor-intensive industry, a
significant portion of income comes from wages paid to employees who either directly serve
tourists or indirectly benefit from tourist expenditures. Tourist destinations that attract large
numbers of visitors, encourage longer stays, and offer a variety of activities generate more rev-
enue due to increased consumer spending.

Other factors that contribute to the diversification of employment opportunities in the
tourism sector include the global popularity of travel and tourism, the recognition of travel as a
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fundamental right, and the efforts of destinations to meet tourists’ needs with high-quality ser-
vices. Tourists now have a wide range of leisure options and benefit from international stand-
ards set by national and global tourism organizations, ensuring quality customer experiences
that support sustainable development in the sector (lvane Javakhishvili Thilisi State University,
Vakhtang Bagrationi Institute of Geography, 2013, p. 112). Additionally, the reduction in in-
ternational oil prices has lowered travel costs, further boosting tourism. Various sources de-
scribe the relationship between tourism and space in three main phases to explain the progres-
sion of these connections:

e Discovery phase, where local infrastructure and businesses are still in the early stages

of organization.

e Development phase, in which tourism becomes a significant economic force in the re-

gion, playing an important role in the local economy.

e Maturity phase, where a structured network of tourists and various organizations is

created, and local institutions establish the region’s tourism policies (Butler, 1980).

This framework is often referred to as the “fourism area life cycle” (Butler, 1980). At each
of these stages, tourism can have both positive and negative impacts on the territory of Geor-
gia.

The positive impact primarily relates to the economy and rural development. Increased in-
come and job creation are among the main benefits that the tourism sector brings. Another im-
portant benefit is ecological; previously underdeveloped areas can generate financial resources
for environmental management after the introduction of tourism. However, as noted, tourism
development can also cause negative effects on Georgia’s territories. It can damage the natural,
social, and cultural environments. This risk is especially evident during the development phase,
when mass tourism attracts a large number of visitors (Mekvabishvili, 2016, p. 87).

As a result of these factors, the tourism sector, together with supporting industries, creates
broad and diverse employment opportunities to meet the increasing demands of growing tourist
numbers.

Employment Challenges in the Tourism Sector

In Georgia, various types of employment challenges exist, shaped by both global trends
and domestic factors. One of the main challenges is the seasonal nature of employment, which,
according to the National Statistics Office of Georgia (2025), increases by up to 30% during
peak seasons. Tourist jobs in Georgia are often concentrated in this limited period, rather than
being consistent throughout the year. This seasonality affects employment figures, as more
than 40% of workers are hired on temporary contracts, which often lack long-term prospects or
career development. The tourism industry emerges as a socio-economic phenomenon that may
not yet be fully resolved as an economic issue (Bakker & Twining-Ward, 2020, p. 54).

Employment in Georgia presents a distinct problem closely linked to the secondary pro-
portional development of the tourism industry’s economic significance. According to the Na-
tional Statistics Office of Georgia (2025), tourism accounts for 10% of the country’s GDP. The
level of tourism products and prices influences the labor capital structure. A significant chal-
lenge in hospitality is the shortage of wages; the unemployment rate in the sector reached 25%
in 2025 (National Statistics Office of Georgia, 2025). This identified labor deficit causes vari-
ous issues, including environmental changes and deeper systemic concerns such as education,
where up to 20% of students receive tourism-related education (National Statistics Office of
Georgia, 2025). Additionally, Georgia’s tourism industry is characterized by a lack of qualified
workforce; many employees are either unskilled or semi-skilled. This creates challenges related
to service quality and professional growth within the industry (Kilic & Okumus, 2021, p. 34).
There is a significant demand for better training programs and educational initiatives to equip
employees with the necessary skills to compete effectively in the global market (Dredge &
Jenkins, 2020, p. 78).
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The COVID-19 pandemic further exacerbated the challenges in the tourism sector, man-
ifesting as a sharp decline in the number of tourists and, consequently, a reduction in employ-
ment within tourism-related sectors. The hospitality industry was particularly hard hit, with
tourist numbers significantly lower compared to previous years. As a result, incomes of em-
ployees in this sector sharply decreased, substantially worsening their economic situation.
However, domestic tourism played an important role in 2022, as the global pandemic contin-
ued to create uncertainty. In 2021, Georgia experienced noticeable growth in domestic tourism,
following the global trend of relying more on local tourism in the short term (European Travel
Commission, 2021, 16).

Analysis of domestic tourism trends showed that short travel distances from major cities
such as Thilisi and Batumi, combined with well-developed resorts and diverse tourist offerings,
were strong drivers of demand. Due to the pandemic and international travel restrictions, Geor-
gia's tourism sector became increasingly dependent on domestic tourists. In 2021, local tourists
accounted for nearly 70% of hotel stays outside the city limits of Thilisi (Vekua & Tsertsvadze,
2022).

In the second quarter of 2021, the average number of domestic visits increased by
27.3% compared to the same period in 2019, which was a significant improvement considering
that growth was only 0.8% in the second quarter of 2019 compared to 2018. Additionally, the
average overnight stays among domestic tourists doubled in the second quarter of 2020 com-
pared to the same period in 2019, but in the second quarter of 2021, this figure dropped by 32%
(Kilic & Okumus, 2021, 34).

The pandemic exposed the vulnerability of tourism markets, where countries that con-
tributed the largest share of international visitors to Georgia—such as Armenia, Azerbaijan,
and Russia—recovered to less than 15% of their 2019 levels. This highlighted the importance
of diversifying tourism markets toward more stable and stronger regions (Vekua &
Tsertsvadze, 2022).

The crisis period also emphasized the resilience of emerging markets, including Israel,
Ukraine, and the Middle East, which showed consistent growth and were expected to remain
key sources of demand in the post-pandemic years (Sigala, 2022, 75).

Beyond the impact of the global pandemic, other structural issues, such as low wages
and poor working conditions, continue to affect the sector. There is also a gender imbalance,
with women disproportionately represented in lower-paid and less secure positions. Most stud-
ies have emphasized the significant challenges faced by workers in the tourism industry.
Synthesis of Identified Trends

The reviewed studies collectively highlight the complex relationship between employment
opportunities and challenges in tourism. In many cases, the topics include:
e The strong need for effective vocational training programs to address skill mismatch-
es.
e The importance of cultural and creative tourism in generating diverse employment
opportunities.
e The role of inclusive policies in ensuring fair benefits for local communities.

Employment Characteristics in Georgia’s Tourism Sector
These conclusions provide a foundation for studying the employment sector in Geor-
gia’s tourism industry. The focus on vocational training and cultural tourism aligns with Geor-
gia’s goals to diversify employment opportunities and enhance workforce capabilities.
Research Methods
Data Analysis
The research methodology was selected based on the analysis of existing literature,
reports, and statistical data, which helped formulate appropriate approaches for the study. Sta-
tistical-analytical, classification, and factor analysis methods were employed to examine em-
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ployment opportunities and challenges in Georgia’s tourism sector. The findings were orga-
nized into thematic categories related to employment challenges, opportunities, and sector-
specific trends.
The research was conducted in the following stages:
e Literature Review — to study the main problems and trends in employment within the
tourism sector.
e  Statistical-Analytical Methods — to quantitatively assess employment opportunities
and challenges based on official data and studies.
e Classification and Factor Analysis Methods — to identify differences, trends, and key
factors within the main employment segments.
e Verification and Generalization Methods — for comparative analysis of the results and
formulation of conclusions.
Main Research Questions:
o What are the primary challenges related to employment in the tourism sector?
e What opportunities exist for employment within the sector?

Data Sources:

To ensure a multidimensional perspective, the study incorporated statistical data and re-
ports from reputable organizations, including:

e  United Nations World Tourism Organization (UNWTO)

e World Travel & Tourism Council (WTTC)

e  Ministry of Culture of Georgia

These sources played a crucial role in contextualizing the challenges and opportunities
within Georgia’s tourism sector, while also providing global and regional comparisons.

Findings

The analysis revealed key aspects regarding the current standards and gaps in employ-
ment within the tourism sector. Special attention was given to factors influencing employment
diversification and the effectiveness of training programs. These factors aim to address the
workforce’s needs adequately.

Statistical-Analytical Methods

To assess employment opportunities and challenges in the tourism sector, statistical and
analytical methods were employed. These are based on official statistical data as well as scien-
tific studies and reports. Below are specific data points and their sources, reflecting employ-
ment trends, wages, and working conditions in accordance with academic standards.

Quantitative Analysis of Employment in the Tourism Sector

According to data from the National Statistics Office of Georgia (GeoStat), approxi-
mately 45,000 people were employed in the tourism sector in 2024, indicating growth com-
pared to previous years. Taking seasonal fluctuations into account, employment numbers in-
crease in summer and decrease in winter, reflecting the impact of the tourist season on the la-
bor market.

Comparison of Salaries, Working Conditions, and Other Key Indicators

In 2023, the average salary in the tourism sector was 1,200 GEL, which exceeds the
general average salary in the economy. However, working conditions vary across subsectors;
for example, employees in hotel management recognize the need for improvements in working
conditions (ILO, 2022).
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Assessment of Key Trends and Variables in Georgia

Economic growth has had a positive impact on employment in the tourism sector. Af-

ter a decline in 2020 due to the pandemic, steady growth was observed from 2021 to 2023.

Technological changes, such as online booking systems and digital marketing, increase em-

ployment opportunities but also demand new skill development from employees (UNWTO,
2023).

Diagram 1

Growth in Employment Numbers in the Tourism Sector in Georgia (2020-2023)

Number of Employees vs. Year
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Description: This diagram would illustrate the upward trend in the number of people employed
in Georgia’s tourism sector over the years 2020 to 2023, showing the dip in 2020 due to
COVID-19 and subsequent recovery and growth in 2021-2023.

Classification and Factor Analysis Methods
Classification of Employment Forms and the Role of Professional Qualification in Geor-
gia Includes:
Official Sector:

Employees in this sector work in organizations that are officially registered and pro-
vide employment conditions compliant with labor laws. Employment conditions in this sector
often include mandatory employee benefits such as health insurance, pension schemes, and
legal protections.
The number of employees in this sector could increase if regulations regarding labor conditions
and wages become more strictly enforced.

Unofficial Sector:

There are forms of informal employment in the tourism sector that are not registered
with relevant authorities and often operate without formal oversight, which reduces resource
allocation in the official sector. Informal employment is often associated with unstable condi-
tions, lower wages, and insufficient benefits.

However, this sector may offer more flexible and rapid employment opportunities,
though it raises concerns about inadequate labor conditions.

Professional Qualification:

The role of professional qualification is very important for employment in the tourism sector
because, in most cases, the chances of employment depend on the professional level and spe-
cialization required for the job.
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Diagram 2
Distribution of Skilled and Unskilled Professionals in the Tourism Sector

Impact (%) vs. Challenges
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Unskilled
Professionals
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Skilled Professionals (60%): Includes tour operators, tourism managers, and highly quali-
fied specialists. These workers tend to have more stable employment within the formal sector
and better career prospects.

Unskilled Professionals (40%): Comprises less qualified individuals who may also

be employed but often face unstable working conditions and lack formal protections.

In Georgia's tourism sector, highly skilled professionals such as tour operators, tourism
managers, and other specialists tend to have more stable employment within the official sector.
Meanwhile, individuals with relevant skills have opportunities to increase their income, though
their working conditions may not always be secure.

Key Challenges in the Labor Market

The main labor market challenges in the tourism sector include:

Skills Mismatch:

One of the most significant challenges discussed in the tourism sector is the skills
mismatch, where employees' qualifications do not align with the tasks they perform. For exam-
ple, many individuals who are not adequately prepared for professional roles in tourism may
work as interns or be employed in informal positions.

In Georgia’s tourism sector, the lack of training and higher education programs further ex-
acerbates this issue, making it more difficult to bridge the gap between skills and job require-
ments.

Working Conditions:

In many cases, working conditions do not meet the required standards in both the public
and private sectors. For example, employees in seasonal jobs often do not receive all labor
benefits, including paid days off.

The need to improve the work environment and conditions has become one of the most
pressing issues among tourism sector employees

Labor Policy Issues:

Labor policy challenges in Georgia relate to the underdevelopment of labor legislation. At
times, legislative processes do not provide adequate support, leading to deteriorating working
conditions. Regulations are often unclear for private companies, which undermines labor mar-
ket stability.
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These issues highlight not only existing problems but also the strengths of the current sys-
tem, which require further attention and informed use of research findings in future studies.

Diagram 3
Challenges in the Labor Market

Impact (%) vs. Challenges
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e  Skills Mismatch: 40%
¢ Working Conditions: 35%
e Labor Policy Issues: 25%

Diagram 4
Various Aspects of Key Employment Challenges in the Tourism Sector (2020-2024)

Key Factors in Employment Challenges in the Tourism Sector (2020-2024)
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Diagram 5
Labor Policy Issues
Impact (%) vs. Challenges
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Insufficient Legislation: 50% - The legislative process does not provide adequate support.
Weak Regulations: 30% - Lack of clear regulations in private companies.
Lack of Support: 20% - Insufficient support from employers/employees.

Verification and Generalization Methods
Comparative Analysis with International Experience
Comparative analysis with international experience is one of the most effective meth-

ods to assess the current situation. It allows us to analyze how certain parameters influence the
practices of other countries and what lessons can be learned from these examples. Comparing
Georgia’s tourism sector with countries such as Spain, Italy, Turkey, and Hungary helps identi-
fy both strengths and weaknesses.

Practical Examples and Analysis:

The experience of these countries shows that successful tourism policies are determined by
several key factors:

156

Establishing Professional Qualification Standards in Tourism: For example, in It-
aly and Spain, vocational schools closely collaborate with tourism companies to en-
sure that the workforce meets market needs. Similar standardization is not yet devel-
oped in Georgia, which lowers the professional level of the sector.

Stability of Seasonal Employment: In Turkey, there is a practice where seasonal
workers undergo additional training between seasons, ensuring their continuous pro-
fessional development. In Georgia, seasonal jobs are often unorganized, leading to a
shortage of qualified personnel.

Professionalism of Tourism Managers: In Hungary, tourism managers regularly un-
dergo certification processes, whereas in Georgia, professional standards in this field
are less regulated.

Collaboration Between Tourism and Local Authorities: In Germany and France,
cooperation between the public and private sectors has become one of the key mecha-
nisms for tourism development. This experience indicates that the sector’s success of-
ten depends on coordinated actions between central and local governments. In Geor-
gia, such collaboration remains fragmented and reveals a lack of a systematic ap-
proach.
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International Trends and Georgia’s Positioning

International trends show that the development of the tourism sector is directly linked
to state involvement and strategic partnerships with the private sector. Successful countries
implement updated educational programs, establish standards, and adopt policies tailored to
market demands. In Georgia, the tourism sector is still at an early stage of development in these
areas. The main challenge is the skills mismatch—the gap between the education system and
sector needs—which reduces competitiveness in the international market.

Therefore, it is essential for Georgia to actively consider international practices, adapt
them to the local context, and develop clear policies to promote standardization and profes-
sional development in the tourism sector.

Reasons for Skills Mismatch:

The skills mismatch in Georgia’s tourism sector is caused by several factors:

Existing educational programs in tourism are not fully synchronized with the current
market demands. The outdated curricula and the lack of practical components hinder the effec-
tive training of personnel.

In recent years, the tourism sector in Georgia has rapidly developed, creating an ur-
gent need for professional workforce preparation. However, the education system and the net-
work of professional training have not kept pace with this growth.

Despite some efforts, state programs supporting the tourism sector (e.g., subsidies for
professional retraining) remain fragmented and do not cover all sector needs.

Comparative Analysis Based on International Examples:

Spain and Italy: In both countries, tourism policy is closely integrated into the national
economic strategy. For example, in Spain, tourism is considered one of the main economic
sectors, supported by special educational platforms and strategic plans. As a result, strong vo-
cational schools and internship programs have been established to equip newcomers with prac-
tical skills.

France and Germany: In these countries, local governments not only promote tourism
development but also directly participate in regulating the sector and developing professional
standards. For example, in France, tourist guides hired by companies are required to have spe-
cial licensing, which helps to improve the quality of services.

Strategic Steps Necessary for Georgia:

e Itis necessary to update vocational education programs based on the specific needs of
the tourism sector. This should include practical experience, foreign language train-
ing, and the use of modern technologies.

e A mandatory certification and professional licensing system should be established to
help improve service quality.

e It is essential to develop a strong public-private partnership model where the govern-
ment supports private initiatives, and the private sector actively works on improving
professional skills.

Considering International Trends:

If Georgia does not take into account international experience and does not implement sys-
temic changes, it will lose its competitive position in the global tourism market. Modern tour-
ists are no longer satisfied with just natural resources — they demand quality service, profes-
sionalism, and a safe environment, which makes comprehensive reform of the tourism sector
mandatory.

1. Discussion of the Obtained Results

Despite the dynamic growth of Georgia's tourism sector, research materials and statistical
data indicate problems with employment stability, especially regarding seasonal employment.
According to the National Statistics Office of Georgia (2024), approximately 32% of employ-
ees in tourism-related sectors depend on seasonal work, which poses a serious threat to their
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labor security. Comparative analysis shows that in countries where labor rights are strictly reg-
ulated (for example, Spain, Portugal), the impact of seasonality on employment is significantly
lower (Eurostat, 2023). This supports the conclusion that improving labor legislation in Geor-
gia is necessary to enhance employment stability.

Professional Qualification Renewal

According to global practice, continuous development of professional education in the
tourism sector is one of the main factors for improving employment quality and competitive-
ness. According to the OECD report (2022), in countries where systematic approaches to re-
training and skill development are implemented, the efficiency of the tourism sector and em-
ployment stability are significantly higher. Accordingly, strengthening professional retraining
programs should become a priority for Georgia, which will help reduce the mismatch of skills
and increase sector resilience.

Improvement of Working Conditions:

According to international studies (ILO, 2023), the improvement of the work envi-
ronment and the enforcement of labor standards directly correlate with the productivity of the
tourism sector and the well-being of employees. The current practices in Georgia’s tourism
sector, which often feature inadequate labor contracts and lack of safety standards, require sig-
nificant legal and administrative reforms. Therefore, improving working conditions in Georgia
should be considered not only a matter of social protection but also a strategic direction for
enhancing the competitiveness of the sector.

2. Conclusions:

Georgia’s tourism sector is currently most constrained by the lack of professional qualifi-
cations and the urgent need to improve working conditions. Therefore, attention must be fo-
cused on international experience and its adaptation to the Georgian context to regulate the
issues hindering the effective development of the tourism industry.

Expansion and Promotion of Professional Education: Activating tourism professional qual-
ification standards and developing retraining programs will significantly accelerate the devel-
opment of the tourism sector in the country.

Improvement of Working Conditions: Enhancing working conditions should become a top
priority for the government to ensure that employees in the tourism sector can work in a stable
and secure environment.

Diagram 6
Professional Qualification and Skills Mismatch (OECD, 2024)
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This diagram illustrates the percentage of skill mismatches in the tourism sector between
Georgia and several European countries from 2020 to 2024. Skill mismatch refers to the gap
between the qualifications required for a job and the actual skills possessed by employees.

In Georgia, one of the major challenges is the significant skill mismatch, which negatively
impacts employment stability. While this issue also exists in other countries such as Spain,
France, and Italy, it occurs at a lower level compared to Georgia. Overall, the skill mismatch
indicator slightly increased in Georgia in 2023.

Diagram 7
Working Conditions (International Labour Organization, ILO- 2024)
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This diagram shows the distribution of working conditions in Georgia's tourism sector from
2020 to 2024. It illustrates different types of employment:
Official employment: workers with formal contracts who receive social benefits and
regulated working hours. This share remains relatively stable.
Unofficial employment: workers without formal contracts, lacking social protection
and job security, which increases their vulnerability.
Seasonal employment: jobs available only during certain tourist seasons, without sta-
ble, permanent working conditions or benefits.
The diagram highlights that despite the stability of official employment, unofficial and sea-
sonal jobs still make up a significant portion of the sector, posing challenges for improving
working conditions and protecting employees.

Diagram 8
Labor Policy Challenges (European Commission, 2024)
Insufficient Legislation (%), Unclear Regulations (%) and
Unstable Working Conditions (%)
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This diagram illustrates the main labor policy challenges in Georgia's tourism sector from
2020 to 2024. The problems are categorized as follows:

Insufficient legislation: This refers to the lack of laws protecting employee rights, including
unclear regulations regarding informal or seasonal employment.

Instability of working conditions: This highlights issues such as irregular working hours, un-
stable employment, and poor work environments, which are especially evident in seasonal
jobs.

The data shows that these problems were most acute in 2020, but by 2024, improving work-
ing conditions and legislative frameworks remains a significant challenge.

Gender Equality and Employment Opportunities in Georgia's Tourism Sector

The hotel, food, and tourism sectors in Georgia are rapidly expanding and creating
significant employment opportunities (Geostat, 2024). Women’s participation in these indus-
tries is increasing, but compared to some Western countries like the UK, Portugal, and Finland,
their share in Georgia remains relatively low (World Bank, 2024; Richards, 2020). Women
play an important role in hotels and the food industry (UNDP, 2023), yet challenges persist in
achieving gender equality, especially regarding wages and working conditions (UNDP, 2023).
Compared to countries such as the United Kingdom, Portugal, and Finland, where women's
participation is higher, Georgia has potential for further improvement (Richards, 2020, p. 29).

In Georgia’s tourism sector, opportunities are available for both men and women, with
a focus on hospitality, transportation services, and business-related services. Women's em-
ployment is particularly notable in the hospitality and food industries, though it may not yet
match the levels observed in other regions. The primary sources of expenditure in Georgia’s
tourism industry include domestic travel by residents, business travel, visitor exports, and gov-
ernment spending on tourism (Prayag & Ryan, 2022, p. 56).By improving conditions and op-
portunities for women’s employment, Georgia can adopt successful practices from countries
like Canada, the USA, and Germany, where human resource management in tourism is highly
developed (Prayag & Ryan, 2022). This will help strengthen the country’s position in the glob-
al tourism market.

Although women's share in the tourism workforce is still developing, Georgia can
learn from countries with more established practices, such as Canada, the United States, and
Germany, where tourism human resource management is highly effective (Prayag & Ryan,
2022, p. 58). By improving conditions and opportunities for women in tourism, Georgia has
the potential to strengthen its position as a competitive destination in the global tourism market
(Prayag & Ryan, 2022, p. 59).

Human Capital Strengthening and Sustainable Development in Georgia’s Tourism In-
dustry

In Georgia, to achieve high customer satisfaction, labor should not be viewed merely
as a cost but as valuable human capital (Pearce & Wu, 2023, p. 90). A highly qualified work-
force promotes greater competitiveness and innovation, improves employment prospects, and
helps businesses adapt to changing market conditions (Pearce & Wu, 2023, p. 92). Research
conducted in the Central Asian region emphasizes that employment and human resource issues
must be at the forefront of research and analysis in Georgia’s tourism industry. Tourism plays a
significant role in reducing extreme poverty in Georgia, offering women the opportunity to
break the cycle of poverty through formal and informal employment, entrepreneurship, train-
ing, and community development (Ilvanov & Webster, 2020, p. 67). However, not all women
benefit equally (Kattara & El-Said, 2022, p. 18).

Collaboration among all stakeholders—including the Georgian government, local au-
thorities, non-governmental organizations, and community-based tourism initiatives—aims to
promote equal opportunities and treatment. This may include reducing gender pay gaps, in-
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creasing women’s representation in managerial and decision-making roles, and respecting local
customs and traditions. Regular discussions among stakeholders, in cooperation with interna-
tional organizations, are crucial for improving wages, working conditions, and promoting fair
employment practices. It is essential to create stable, full-time jobs with fair wages, benefits,
and labor regulations that protect human rights, prohibit forced labor and child labor, and elim-
inate discrimination based on race, gender, religion, political beliefs, or social origin (Jones &
Hillier, 2021, p. 101).

For the development of Georgia’s tourism and hospitality sector, it is essential to fos-
ter a democratic, participatory management culture that recognizes employees as valuable as-
sets. Employers should reward top-performing staff and strengthen connections with educa-
tional institutions to offer training programs closely aligned with the needs of the tourism in-
dustry. This includes promoting open and remote learning, which ensures accessible educa-
tional opportunities for a wide range of industry personnel (Mekvabishvili, 2016).

International organizations, including the United Nations Environment Programme
and the International Labour Organization, acknowledge the importance of standardization and
certification in improving environmental and social practices and meeting consumer demand
for responsible tourism (Hall & Gossling, 2022, p. 45). In Georgia, the introduction of certifi-
cation schemes is possible across various types of tourism enterprises, including hotels, resorts,
travel agencies, tour operators, transportation services, as well as tourist destinations and natu-
ral resources. The need for certification in Georgia is driven by the dynamic development of
the tourism sector and the necessity to uphold quality standards, which significantly impact the
country’s tourism image and long-term sustainability. Through the certification process, it is
possible to systematically ensure the quality and sustainability of services and resources (Inter-
national Labour Organization, 2023, p. 30).

To address the challenge of seasonality in Georgia’s tourism industry, implementing a
clear and comprehensive policy is crucial. According to recommendations by the World Tour-
ism Organization (UNWTO), managing seasonality requires the use of multifaceted strategies.
Specifically, efforts should focus on targeted development of off-season markets, which helps
distribute visitor flow more evenly throughout the year. Additionally, offering seasonal dis-
counts is advisable to reduce demand drops and improve sales performance during less active
periods. Organizing events and cultural activities during the low season is also recommended,
as this stimulates interest and increases tourist arrivals. Furthermore, it is important to establish
alternative employment programs for seasonal workers to encourage retention of human re-
sources and enhance job stability. These measures are based on global best practices and aim to
mitigate the negative effects of seasonality in the tourism sector (UNWTO, 2023). For exam-
ple, adapting working hours to seasonal patterns while maintaining benefits, or ensuring con-
sistent employment with the same employer each season, can be effective (Mekvabishvili,
2016, p. 87). When necessary, employees should be provided with essential services such as
accommodation, food, and healthcare, ensuring these facilities meet high standards (Abesadze,
2015, p. 25). Moreover, the distribution of service fees should be transparent and well-
documented to guarantee fairness and clarity for all stakeholders involved in the tourism sector
(Abesadze, 2015, p. 29).

Research Results and Analysis
Key Findings on Employment Challenges

The research identified the main employment challenges in Georgia’s tourism sector as
follows:

Professional Deficit: One of the most significant challenges is the lack of professionals,
particularly highly qualified specialists. This means there is an insufficient number of person-
nel with the necessary professional qualifications to fully meet the demands of the tourism sec-
tor, which reduces the overall efficiency of the industry.
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Seasonal Fluctuations: Seasonal jobs, mainly concentrated in the summer months, create
an imbalance in employment patterns. Employees often lack stable working conditions, which
not only affects professional and social stability but also frequently fails to guarantee adequate
rights and benefits for workers.

Opportunities within the Tourism Sector

The study revealed several promising opportunities for employment in the tourism
sector:

New Sectors: The increasing number of tourists from East Asia and Arab countries
creates opportunities to develop new areas of tourism services. Specifically, cultural tourism,
ecotourism, and medical tourism stand out as sectors offering new employment opportunities.

Interpretation of Research Data

The research results highlight a clear connection between employment deficits and work-
ing conditions. It was found that the majority of employees in Georgia’s tourism sector lack
sufficient professional qualifications and often work in informal arrangements, which creates
additional challenges for them. According to the findings, individuals employed without ade-
quate preparation are at greater risk of unstable working conditions and violations of labor
rights.

Conclusion

This article discussed the employment challenges in Georgia's tourism sector, including
job instability, low wages, lack of structured professional education, and high turnover, which
significantly hinder the sustainable growth of the sector. The research confirmed that despite
the tourism industry's potential economic contribution, labor market inefficiencies and the ab-
sence of comprehensive professional training limit its ability to fully realize this potential.

Content analysis emphasized that improving the employment environment is essential for
developing and stabilizing the workforce's skills, which will support the industry's develop-
ment and increase its contribution to the national economy. Addressing these issues could bring
long-term benefits not only to tourism but also to the broader economy by creating new jobs,
fostering entrepreneurship, and developing infrastructure.

In terms of challenges, there is noticeable diversity within this sector. Issues arise in both
the public and private sectors as well as in local communities. As a result, the methods and
difficulties in overcoming these challenges vary.

The challenges and ways to overcome them are diverse and involve the public sector, pri-
vate sector, and local communities. Social and economic impacts show that tourism develop-
ment is accompanied by sector growth, increased employment, strengthened service industry,
and infrastructure development. However, the positive impact of tourism growth in some areas
is still limited.

From a socio-economic perspective, tourism development in Georgia has significant ef-
fects, such as:

e  Growth of tourism-related sectors
e Increased employment and participation in the service industry
e  Strengthening of local infrastructure

Additionally, tourism development can bring benefits such as encouraging people to return
to their regions, promoting agricultural progress, and strengthening the local budget, which
local authorities can use to improve the environment. However, the impact of tourism growth
in these areas remains limited.

Regarding spatial aspects, despite its small size, Georgia is rich in diverse tourist resources
that attract various interests. These include cultural tourism, ecotourism, medical and wellness
tourism, adventure tourism, and others. Furthermore, the research showed that Georgia’s
geographical location significantly influences its tourism development. Its proximity to
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neighboring countries and coastal zones increases the likelihood that its tourist destinations will
attract more visitors and industry professionals. However, the country’s transport infrastructure
poses challenges in accessing certain tourist sites.

The development of theoretical approaches and the analysis of research results emphasized
that the unique characteristics of tourism development in Georgia correspond to the main
economic development theories discussed in the article. Additionally, clear challenges related
to the sector’s sustainable development were identified.

In conclusion, the theoretical and practical significance of this study is quite important.
The research demonstrated that tourism development in Georgia largely aligns with the
discussed theoretical frameworks (balanced and unbalanced growth theory, rational
expectations theory, dual economy theory). It also revealed that the government’s approach to
sustainable development is often more of a formal declaration than a fully implemented
strategy. Specifically, although tourism has benefited certain groups, this benefit has not been
widely distributed across the population, nor has it made a significant contribution to the
development of the agricultural sector alongside regional tourism growth. This study may serve
as a valuable example for future tourism research.

It is also important to note the practical outcomes of this study. The research highlighted
the challenges and trends in employment development in Georgia’s tourism sector, which may
interest business professionals involved in tourism and local governments. They can use these
conclusions for future decision-making. The findings of this article may also serve as a basis
for developing Georgia’s tourism strategy.

Based on these conclusions, the study proposes several strategies, including improving
professional training programs, strengthening job stability, and addressing regulatory issues
related to labor conditions. If implemented, these solutions could significantly enhance the
sustainability and inclusiveness of Georgia’s tourism industry, helping it become a more
effective driver of economic growth and a better employer in the long term. The main aim of
this article was to examine the key trends and challenges of Georgia’s tourism sector. Based on
theoretical materials and analysis of various research data, it was determined that the country
has significant tourism development potential but also faces many challenges. Additionally, the
article aimed to explore the sector’s socio-economic and spatial aspects in Georgia.

Recommendations

Ways to Promote Employment

Professional Training: It is necessary to create and implement professional training and re-
training programs that help employees improve their qualifications and become competitive in
the labor market. These programs should include both general and specialized courses that
meet the growing demands of the tourism sector.

Improvement of Working Conditions: The government and private sector should actively
work on improving working conditions. This includes protecting employee rights, regulating
working hours, providing days off, and developing social benefits for employees. Ensuring
stability in seasonal employment is also essential.

Strategic Vision for the Development of the Tourism Sector

Employment Stability and Growth: Employment stability and growth in the tourism
sector are directly linked to an overall sectoral strategy. A long-term strategy should include:

Tourism Diversification: It is important that Georgia achieves growth and creates new
employment opportunities by developing diverse tourism directions. Special attention should
be given to ecotourism, cultural tourism, and medical tourism.

Investments in Education and Technology: Investments should serve not only infra-
structure but also the development of human resources, which will help create a stable and
highly qualified workforce.

Future Research Directions
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Digital Transformation: Research should consider the impact of digital transformation

on employment in the tourism sector. Modern technologies, such as machinery, software,
online payments, and tourism applications, create new jobs and improve working conditions.

Sustainable Tourism: It will be important to determine how sustainable tourism,

which involves preserving the environment and local communities, can create new employ-
ment opportunities.
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Business Environment in Georgia in the Context of Human and Technological Re-
sources: Evolution from the Classical Model to the Digital Era

Expanded Summary
This article aims to analyze the productive resources of Georgia—specifically human capital
and technological capacity—through the lens of contemporary management theories and prac-
tices. In a globally dynamic environment shaped by digital transformation, innovation, and
green technologies, the country’s long-term economic success depends significantly on the
effective management of its strategic resources.

The research explores structural challenges in Georgia’s labor market, including skills mis-
matches, demographic shifts, and high levels of informal employment, all of which constrain
organizational development and strategic workforce planning. Emphasis is placed on strength-
ening human capital through reforms in education and vocational training, fostering a robust
startup ecosystem, and enhancing public-private partnerships to advance labor force capabili-
ties.

From a technological standpoint, the article reviews the current state of digital infrastructure,
highlights the limited utilization of research and development (R&D) potential, and outlines
the urgent need for improved innovation management. The study underscores the importance
of establishing regional innovation hubs and technoparks to accelerate digital and green trans-
formation among local enterprises.

Analyzed from a managerial perspective, the article addresses strategic issues surrounding the
efficient governance of Georgia’s resources. This includes optimizing natural and human capi-
tal utilization, reinforcing institutional support for startups, and developing forward-looking
governance mechanisms. Special attention is given to the role of the Georgia’s Innovation and
Technology Agency (GITA) as a platform for transparent management and inclusive economic
growth.

The paper also emphasizes the integration of digital transformation and green innovation into
modern management practices as a key enabler for creating a sustainable and competitive eco-
nomic model. Grounded in both theoretical frameworks and empirical analysis, the study in-
corporates national and international data and provides recommendations for systemic im-
provements in management—particularly in education policy, institutional cooperation, and
private sector engagement. These strategic approaches aim to optimize resource allocation and
enhance the long-term resilience and developmental potential of Georgia’s economic system.

In conclusion, the article presents a set of strategic management-based recommendations de-
signed to promote effective resource redistribution, organizational efficiency, and institutional
reforms, ultimately supporting Georgia’s managerial and economic sustainability.

Key Words: Human Capital; Digital Transformation; Innovation Policy; Labor Market;
Startup Ecosystem; Green Technologies; Resource Management; Strategic Planning; Organiza-
tional Development; Innovation Management; Technological Transformation.
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©5 93603530060l MO, 53 (330 gdgd0L gx39d@0sbo ToMmmzoLs s gbbmMog-
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3960m.
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176



“930260dobHo”, “Ekonomisti” N2, 2025

5 GoM™ FOHOL 4momgdsl. ol dbodgbgwrmasbo dgbsdgbos Jodomggwo 930mbgy-
@obmzob.

3eP3@OFYB 353535
355(95 398 9030¢70b bsbgarmbol 93600306 0bbBHododIHob
80953560 G9¢3609(9-0565086209¢0, 53509003000

177



“930260dobHo”, “Ekonomisti” N2, 2025

SIGNIFICANT MONOGRAPH

THE MIDDLE CORRIDOR - A VIABLE ROUTE FROM CHINA TO EUROPE

In the early 1990s, after regaining its state independence, Georgia faced the strate-
gic challenge of defining its international economic role. It is well recognized that such a
role often shapes the extent of economic and broader interest that other countries direct
toward a state. In Georgia’s case, this role was defined as the revival of the historic ‘Great
Silk Road,” envisioned to connect Europe and Asia through the territories of Georgia and
Azerbaijan.

It is particularly noteworthy that the West strongly supported the revival of the
'Great Silk Road' from the outset, as the modernized route was projected to function as an
alternative transport corridor between Europe and Asia, circumventing Russia.

It was within the framework of the renewed ‘Great Silk Road’ project that the
construction of the Baku-Tbilisi-Supsa and Baku-Tbilisi-Ceyhan oil pipelines, the South
Caucasus gas pipeline, and the Kars-Akhalkalaki railway was undertaken.

In 2013, the People's Republic of China launched an initiative to implement the
global project known as ‘One Belt, One Road’ (a title that was later refined and is now
widely referred to as the ‘Belt and Road Initiative’). Within this initiative, three major cor-
ridors connecting Europe and Asia were outlined: the ‘Northern Corridor,” the ‘Southern
Corridor,” and the ‘Middle Corridor.’

An analysis of the Middle Corridor, particularly its energy component, is the focus
of the Georgian-language monograph 7The Energy Dimension of the Middle Corridor by
Solomon Pavliashvili and Zurab Garakanidze, published in 2024 by publishing house
‘Mtsignobari.’

The Middle Corridor, passing through Central Asia, Azerbaijan, and Georgia, rep-
resents a multilateral institutional platform that connects the container rail-freight net-
works of the People’s Republic of China and the European Union via Central Asia, the
South Caucasus, Turkey, and Eastern Europe.

In 2023, the volume of cargo transported via the Middle Corridor infrastructure
reached 2.8 million tons, representing a significant increase compared to 2022, when the
figure stood at 1.5 million tons. By comparison, the Northern Route handled approximately
144-145 million tons of cargo, while over 1 billion tons were transported via the traditional
maritime route through the Suez Canal. Despite its growing momentum, it is evident that,
at this stage, trade turnover along the Middle Corridor remains relatively modest.

In the monograph, the authors employ a dialectical approach that integrates his-
torical and logical analysis to explore the priority directions of regional economic security,
framed within the context of Azerbaijan’s restored territorial integrity. It is noteworthy
that the administrative boundary of the self-proclaimed and now-defunct “Republic of
Nagorno-Karabakh” was located only 15-16 kilometers from the main transport infrastruc-
ture of the Middle Corridor, including the South Caucasus Pipeline—a component of the
EU’s Southern Gas Corridor—as well as the Baku-Tbilisi-Ceyhan and Baku—Supsa oil pipe-
lines. Particularly significant is the fact that, through the coordinated actions of the rele-
vant structures of Azerbaijan and Georgia, the uninterrupted and secure delivery of hydro-
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carbon resources to global markets via the territories of these countries was successfully
ensured.

The study by Solomon Pavliashvili and Zurab Garakanidze supports the hypothesis
that, following the outbreak of the Russia—Ukraine war in 2022, Western countries, China,
Turkey, and smaller states located along the Middle Route of the Belt and Road Initiative,
have intensified their multilateral engagement. This growing cooperation has led to the
need for more coordinated action to advance the development of the Middle Corridor.

The authors propose the establishment of an interagency working group within
the Baku office of the EU's TRACECA Permanent Secretariat. The objective of this group
would be to review and coordinate significant changes in transport and customs policy—
including customs procedures and regimes, transport tariffs, and other technical issues. For
instance, in the event of an increase in railway tank car tariffs for oil transportation, the
group would be authorized to decide whether to redirect oil flows to appropriate pipelines.
Similarly, in cases where the cost of gas transportation via pipelines increases, where physi-
cal threats to pipelines emerge, or where technical difficulties arise in the pumping process,
the group would have the capacity to make prompt and coordinated decisions to redirect
gas to maritime liquefied natural gas (LNG) terminals. The authors present a proposal that
SOCAR construct an LNG terminal in Kulevi, and use LNG tankers to re-export gas from
this facility. According to their assessment, effective implementation of this initiative
would require the participation of BP representatives—as operators of the Southern Gas
Corridor, the Baku—Tbilisi—-Ceyhan, and the Baku—Supsa pipelines—in the proposed inter-
agency working group. Additionally, the group should include experts and coordinators
from SOCAR, TRACECA, and the joint venture of the Trans-Caspian International
Transport Route.

The war initiated by Russia in Ukraine has created an opportunity for both small
and large countries in Central Asia to reassess and, to some extent, reduce their economic
dependence on the Russian Federation—despite their continued formal membership in
international organizations and strategic alliances led by Russia. At the same time, follow-
ing the outbreak of the war in Ukraine, Turkey, Azerbaijan, and Georgia have emerged as
key driving forces behind the development of the Middle Corridor. This corridor is increas-
ingly viewed as the principal alternative and strategic competitor to the so-called ‘Northern
Route’—the overland corridor passing through Russia and Belarus—within the framework
of China’s Belt and Road Initiative.

Even prior to the outbreak of the Russia—Ukraine war, substantial investments and ris-
ing bilateral trade were already evident in the ports of the Caspian and Black seas, as well as in
transport infrastructure passing through the Turkish Straits — in particular, the Marmaray
Tunnel, which was completed beneath the Bosphorus in 2013. These developments laid the
logistical and commercial foundations that would later contribute to the growing geo-economic
significance of the Middle Corridor. However, it is in this study that the complex spatial dy-
namics—including trends, challenges, and risks—are, for the first time, brought to the fore as
the primary focus of geo-economic analysis. The conclusions presented by the authors aim to
enhance the flexibility of the Middle Corridor’s multimodal system, support the increasing
demand for freight transportation to the European Union, and facilitate the mitigation of fric-
tions between the two major internal economic systems—China and the EU. Effective govern-
ance and implementation of these transformations require that Turkey, Azerbaijan, and Geor-
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gia—as key transit countries along the Middle Corridor—respond to these developments
with particular attention, and pursue coordinated policy measures.

According to the experts, if the challenges related to the harmonization of legal
regulations and transport tariffs are effectively addressed, the route can be expected to re-
tain its economic and strategic significance even after the resolution of the military conflict
in Ukraine.

Amid the ongoing war in Ukraine, the authors highlight the growing importance
of geo-economic challenges affecting the development of key transport sectors in the Cau-
casus—particularly in Azerbaijan and Georgia—which lie along the Middle Corridor’s
transit routes. Over time, these challenges could escalate into potential threats for South
Caucasus countries situated along this strategic corridor.

The monograph examines recent global and regional events—including the
COVID-19 pandemic, the Second Armenia—Azerbaijan War of 2020, and Russia’s war in
Ukraine. The authors argue that the restoration of Azerbaijan’s territorial integrity has re-
moved a key subjective obstacle to the development of the Middle Corridor in the Cauca-
sus.

The monograph logically integrates economic analyses, security studies, and statis-
tical data. Notably, it is the first work to conceptualize the Middle Corridor as a subject of
spatial and geo-economic inquiry. This publication stands out as a valuable resource for
both experts and general readers, and holds particular relevance for Georgian audiences.

Vladimer Papava
Principal Research Fellow, Paata Gugusvili Institute of Economics, Academician
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