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tourists in the country; increasing the volume of service and financial
incomes in the state and local budget; formation of jobs and increasing
the number of the employed; raising a living standard of the local
population; infrastructural development of the tourism; complex
application of the resource potential of the country; preservation of
the culture and national identity;

14.Effectiveness of economy is significantly dependent on effec-
tive investment of the capital in preparation of highly-qualified
personnel. Saving made in this direction considers considerable
reduction of the effectivenss of the society and complicating
integration into the world economy. In view of innovative
development, integration of science, production and service quality,
we significantly fall behind the developed countries with the level of
modern technologies, management quality and motivation among the
taff. For creating competitive advantages of Georgian economy it is
important to move towards application of the recent technologies,
formation of stron material and moral motiavation, as well as
obtaining a significant experience for raising the competitiveness in all
fields. Complexity for achieving all these aims is often conditioned due
to insufficient level of our traditional management style, weaker links
with the production science, non-optimal investments in the human
resources, especially — in raising the competence, introduction of the
recent technologies and development of the infrastructure.

The approbation of the work: the main conclusions, sentences
and recommendations are given in the Author’s (N. Bejanidze) articles
and in the materials of scientific-practical conferences. The individual
results of the work is published in the following magazines.

1. N. Bejanidze, M. Kavtaradze. “THE IMPACT OF GLOBALI-
ZATION UPON COUNTRY'S COMPETITIVE ABILITY”,
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Middle Asia countries, on the development speeds of international
competitive transit corridors and improvement of trade relations of all
participant countries of the new silk road.

11.Railway transportation perform a significant role in the
development of the transit function of the country. Mastering mineral
fossils in the Middle Asia and the process of increasing economic
growth in the region will further increase total cargo turnover in the
countries of Middle Asia and Transcaucasia, relevantly the volume of
the cargo to be transported via Georgia will be increased. A flexible
tariff policy represents one of the most important factors for attracting
added volume cargos. Hence it is desirable for the Government of
Georgia to offer competitive tariffs for transportation of the cargo to
the abovementioned countries, as well as increased speed, high level of
trust and simplicity of transportation service, which will be ensured by
the Railway, Automobile and Maritime transport of Georgia in a
complex way.

12.Georgian transportation infrastructure cannot be imagined
without development of the sea ports. Batumi and Poti Sea Ports have
a significant role in procession of the maritime cargos. Sea Port as a
generator of cargo stream connects the circles constituting transporta-
tion-logistical chain of the supply with each other. In this form it
represents the cluster, the port — being its main core. The aim of
forming a port cluster is to increase competitiveness of the
transportation knot. It has scale effect and it provides more
opportunities for technological innovation of loading-reloading
operations.

13.Under the influence of international integration and globali-
zation the following outcomes can be achieved for the development of

the tourism sector on the country scale: increasing the number of
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on the country’s economy in the global environment. Possibility of
receiving a synergy effect though developing inter-sectoral strategy
represents a significant aspect in this time, which ensures compli-
mentary application of the resources and in this way, production of
the goods and services with high added value;

8. We consider that Foreign Direct Investments in our country’s
economy must be primarily directed towards ensuring economic
growth. For implementing this task it is desirable to address FDIs to
export-oriented enterprises, introduction of the innovation and deve-
lopment of the infrastructure. For attracting and supporting the invest-
ment within the country it is necessary to create and support relevant
circumstances to ensure re-investment by the investors having entered
the country during previous years;

9. During previous year, Georgia had a negative trade balance,
being caused due to high dependence of the country on the import.
From this viewpoint, it is necessary to take strategic steps towards
highly-productive fields having added values. Attraction of the
Foreign Direct Investments and Capital Investments in the export
fields will assist Georgia to participate in the component of the chain
of values.

10.A favorable transportation geographical location of Georgia
will grant the country with a strategic transit function. Further
strengthening of the Transit function of Georgia will be dependent on
the development/adaptation of the railway and automobile
infrastructural and logistical centers of all connecting circles of supply
chain existing on the territory of Georgia, improvement of the
transportation  coordination on Georgian railway borders,
accomplishment of custom procedures and taking the measures

supporting commerce, economic development of neighboring and
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in the rural agriculture: “Plant your future”, “Tea plantation
rehabilitation program”, “Project for supporting agrarian production”,
“Cheap agro-credit project”, “Agrarian Insurance Project”, “Project for
co-funding processing and storage enterprises”, “Produce in Georgia”
project. We think that successful implementation of the above-
mentioned projects will contribute to development of the agrarian
food sector of the country;

5. Development of the logistical infrastructure serves as signi-
ficant challenge of the gloAblzaition, being a main pre-condition for
the development of the prospective fields of Georgia — rural
agriculture, industry and commerce. Favorable geographical location
of Georgia serves as a natural logistical hub for the Caucasus and
Central Asia, though undeveloped infrastructure and low
competitiveness of the transportation system does not enable it to
wholly apply the above-mentioned potential.

6. Under the conditions of the globalization for the development
of the country’s economy and business it is necessary to take the
following steps to promote the economic growth, as: Effective usage of
the geo-political, geohraphic, natural-climate and resource potential of
the country, as they represent the axis for further development of the
national economy; Development of the priority fields, enabling the
country to gain competitive benefit at the international labor market;
Strengthening of the innovativeness meter in the social-economic
development of the country;

7. The issue of raising competitiveness of the country is discussed
by us in strengthening comparative advantages having the potential
for attracting foreign investments, increasing readymade product
portion in the export, effective usage of the local resource potential

and increasing employment level, which could create a positive impact
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Conclusions

Conducted research enables us to formulate the following
recommendations and proposals in the form of the thesis statements:

1. Globalization can be defined as the process of radical
straitening of goods and service streams, capital, information, and
technologies, which usually is not limited within the borders of
National Government Regulations. its driving force first of all
represented by the revolutionary changes in the sphere of informative
communicative technologies, liberalization of markets and
intensification of the International competitiveness.

2. One problem is equally faced by all countries, i.e. how to
maximally apply the benefits of the globalization and at the same time
to minimize the losses and risks.

3. Necessity for steady growth of the national economy,
improvement of the social development and ecological state, the
problem of unemployment and poverty and social inequality related to
it serves as a significant challenge of the globalization; the state has to
implement employment-based projects, whereas for creating the
working sites an important role it to be attached to encouraging the
business development from the government side, which on its way
considers development of various fields and infrastructure.

4. Development of the rural agriculture also serves as one of the
main challenges for Georgia. More than half of the labour-capable
population of the country is employed in the agrarian sector. Though,
the material value formed in this field, productivity of the field and
profitability lebvel is rather low, which preents from growing of the
competitiveness at the local as well as international markets. In
response to the above-mentioned challenge the Government of

Georgia launched implementation of the following significant projects
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the developed countries with the level of modern technologies,
management quality and motivation of the staff.

To conclude, we would like to note that for forming a competitive
privilege of the economy of Georgia it is of utmost importance to move
to application of advance technologies, formation of a strong material
and moral motivation, as well as obtaining experience for raising the
competitiveness in all the sectors. Complexity of achieving these aims
is conditioned due to insufficient level of exercised management for
their settlement, as well as weak links with the science of production,
non-optimal investment in the human resources, especially raising the
competitiveness, introduction of the recent technologies and develop-

ment of the infrastructure.

110

LOHOYIHNOS
dgbsgoeo
0530 L a@mds¢erobsEool sGlo, doMm0msEo Fsbslinsmgdmgdo ©s
dolo g53e9bs J399bols 93mbmdozsbg
1.1. 2mdo0obBs300l 5GBO s JOOHOMSEO FobOLSMYIGdO
1.2, 2mdoeoBaool 3GhmEglol 40630matmgdols
§0b5306MHMBYd0 s IN9356M0 58mf3939d0
1.3. 2mdse0Ba300L 353w9bs Jggybol
30639960963 bsOMbomdsbY
0530 II. gmmgzbmmo 93mbmdozol gsbz0mamgdol Egbgbaogdo
3Md50Bs300L 306MmdId30
2.1. 96m36990 93mbmdozol gobgomamgdol @gbwgbizogdo
2.2. 3emdseoHo300L 30639030 LoobzglGoEom sj@o3mds
Lodommggenmdo s Bobo 493wgbs 93mbmdo M BBy
2.3. LogdoMm39EMb Lo sMgM F5FMHMBOL A9B3005619d0L
396019630900 5 AMBODBIEO0L 350393900
2.4. 3amdo0B3E0s s LodsMmMZgEml 500 JbMBEIOM
930bm30396m0 36Hm3gL9doL Lol gdsdo
0530 Il aemmdsgrobBsgos s  ghmgbmmo  93mbmdozol
29630050980 39GL39gdE 03900
3.1. Logdomm39emb LsBMsbbo@m gmbdool dsbz0mscmadols
390L399EH03900 FEMBSE0DBIGOOL 30HMBYOTO
3.2. &MHoHBAoL 296300560900l 39bgbrogdo s
390L399E03900 LadoOmzgemdo
3.3. 53600 30DBILOL A563005M9BOL FgLadwgdErMdYdO
®565990060M39 9393y
3.4. ©5M3MdM030 93mbMI03ol gobg0ms0xdol LadHmabmbm
9ol 8990853905
5336900 s §obssgdgd0
398mygbgdEro wodgMsG®s

11



6536O@3ol oMM obssMlo

BsdOHMAol 300390 0530  ,3EMBIWOBIGOOL MO,
3005  obsliosmgdrgdo s  dobo  aogwgbs  J3gybols
93b6mB03sHg“ 99pqds Lodo J390530Lsb. 30M3z9e  J39mog3do
»3MBSC0DBI300L  SOLO s JOMOMOIEO  FobslsMGOGdO”
9039600 MBI oDo300lL  s®LoL Fglobgd  Lbgoalibgs
mabmgwo s Johmggwo  933MMO0l,  LogMmsdmGobim
MO2360D30900L gdu3gME OOl A9BLIBPIMYdGd0 s Lbgswalibgs
03309356M9d0L 23MBSE0BGO0L 360 m3gLbobosdo
30590009350 M35060 ©MI0YOEgdq00. §omdmEygboos yerm-
050BE00LM30L  ITsbslosMYdgEo b0dbgdo, godmymazoEros
3MBs0BHE00L LSO GHos, MHMIguwms 1sb30dgzmmds ghm-
056900056 Mma03m6 35380600, s SBbOZL MBI H 3Mmb3-
9630 45090m8o 808obsty (33e0egdgdL.

009356600, ®M3 AbMmBwom 93mbmdo30L FeMdIoD30s SGOL
Logmberol, 8mdlobmEadol, HomBmgdol dmdowwGOO God@EmMgdol
530B9BICI0 250099 Y0JOOLIMZ0L ghHmMzbmwo g3mbmdoggdols
MOH00YOHNOITMI0YIIEGds; YOH0YMFY0(ig3500MmdoL bMobs
©5 @05 93mbmdozol  3Mobo3gdol  Amxzgwom  dsldEBd0m
050330006900l Loxgwydgguby, 9H»0sbo, 23MBSCOMEIO
930bmdozmmo Lob@gdol 3mOHIoMm9dOL 3MHmM9lo,
oLGHMOOMW-WMY0INGO  3OMEgLbo,  OGMmIgwos  bsdgsbogem-
3996039900 Fomfjg390005 5 DBMPILEIIEMOMOM, AWMBIWIMO
36MH@d9dgd0L 5OIYOMDOM 5530JdLoMYOL AbMGBEOM (30300DsEOOL
9600560dL.

23Md0B3E00L 3MMEILOL d3MMdGTs@030L Fglfagerola-
do 3043600 »EbmMMo s JsOHMMEO O EIMIGMMOL BoMHMMO
dodmboergol  bsggmdzgeby, BsdMmddo dbmgwrom  93mbmdozol

12

Tourism sphere was distinctive in 2014-2016 but from 2016 the
rate of increase is falling. At the same time, this period is characterized
by increase of the added value of the agricultural sector. The trade is
characterized by the opposite tendency. Transport sector is not
distinctive by rising of the rate and is marked by unstable data of the
noted indicators. According to the proposed developed model in the
forecast period of 2017, 2018, 2019 rate of increase of added value,
trade takes leading positions. Transport sector is also distinctive by
rapidly rising dynamics. Tourism and agriculture sectors have falling
markers, but the noted sectors are characterized with positive
dynamics. So, the rating of the added value is the following: trade,
tourism, transport, agriculture, which shows the noted branches’
synergetic interrelation, privately: added value in tourism influences
transport service demand rise, develops agriculture.

The opportunity for receiving synergy effect by developing inter-
sector strategy ensures complementary application of the resources
and in this way production of the goods and services with high added
value. For achieving the above-mentioned aim it is important to
ensure increasing the level of science and innovations, as well as
education and qualification and ensure modern developed
infrastructure. One of the most effective investments of the capital and
the basis for the development of the economy lies in preparing highly-
qualified personnel and technological development. In this respect, we
take into account the development of the economy not only within
separate sectors, whereas in all the spheres as a whole. Hence, the
economy led in this very direction considerably decreases effectiveness
of the society and complicates its integration into the world economy.
From the viewpoint of innovative development, integration of the

science, production and service quality, we significantly fall beyond
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[=GROWTH(D2:D12;A2:A12;A13:A15)]
[=GROWTH(E2:E12;A2:A12;A13:A15)]

n, E = D E

Bgriculture Trahe Transportation Tourism
. FEARS {Mdillion GEL} [h:::lll:?n {Mllie GEL) {ITillie GEL)
= UM L4444 1 d/HL s L izl
= 2007 18827 2 167.2 g by i 10C1.1
4 2008 Ih5LET 2 LU it | Wl 102315
i 2009 24571 2 344.1 1138.C Q06,7
b 200100 e A A ran TAaA15 1 1 (M55
i 2011 L B54.5 3 5527 15734 12637
] N2 148533 3 79,5 T 03,5 1 5690
5 203 23450 LRUEITS. I JHB Y 1474 £
1D 2024 23281 4 3B5.5 18285 1580.7
i HE 2507,k 4 5887 2 181,77 1 R42 1
12 2016 2 703,32 A 7704 23332 2 0398
13 dUL ¢ LAara Lof0ES 2A0E 4 g T Eh
11 2018 X516 6 278.3 2 E30.7 22475
1h 20719 3118E a2 2 B4 2409

Table #4. Forecasting result though applying the function GROWTH.

If speaking according to the forecasting results, the size of
correlation coefficient is placed between 0,9 and 1 diapason according
to all four sectors. Whereas, the closer is the correlation coefficient to
1, the reliability of applied model shall be more justified.

On the basis of presented forecast, analyze the rates of increase of
separate added value and define the branch which is characterized by
increasing tendency of the noted markers. Such branches in future
should be discussed as the strategic drivers of economic development.
Dynamics of increase of added value is distributed in the following

manner:
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with 1, it further indicates on leaner correlation of this statistically
received two indicators.

As shown by the mode, growth of the added value in commerce
with 98,61%, with 96,53% in transportation, with 93,91 % in tourism
and 90,24% in rural agriculture will further lead to growth of Gross
Domestic Products in the forecasting period or vice versa.

FORECAST

For forecasting expected outcomes in the economy a model of
exponential regress is often used, being described with the following
equation

y = be"*,

Where y and x are known figures, x is a year, whereas y - added
value formed by the sector in this year, m and b coefficients should be
selected so that the equation of exponential regression to describe the
meanings obtained as the result of analyzing statistical data. Graphical
method applied by us and the equation of exponential regression
received with the dialogue window Format Trendline and the size of
correlation coefficient R? allows us to define reliability for forecasting
the results. When R? is placed between diapason 0,9 and 1, then the
above-mentioned correlation can be applied for forecasting the results.

The meaning of exponential trend can be forecasted with the help
of the GROWTH function. Forecasting of the expected results can be
made in the rural agriculture, trade, transporting and tourism for the
years of 2017, 2018 and 2019. The results received though applying the
function GROWTH is provided in the table # 2.

Relevantly, the formulas are applied in B13:B15, C13:C15,
D13:D15 and E13:E15 diapasons.

[=GROWTH(B2:B12;A2:A12;A13:A15)]

[=GROWTH(C2:C12;A2:A12;A13:A15)]
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Diagram 4: Trend Line Diagrams — linear model

The type of linear regression equation and coefficient of

reliability for the applied model was defined for each sector R2.

According to the size of correlation coefficient we can debate

about linear dependence of added value indicators for the fields of

economy (rural agriculture, transportation, trade, tourism) with result

indicator of Gross Domestic Product.

As seen from the Diagram #4, added value formed in the field of

commerce depends in a more linear way with Gross Domestic Product
(R?=0,9861), followed by transportation (R?=0,9653), the following
place occupied by tourism (R?=0,9391) and the last by rural agriculture

(R?=0,9024). It is noteworthy that closer is the correlation coefficient
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Diagram 3. Spot diagrams

In the received dialogue window FormatTrendline in the insert
TrendlineOptions, Group Trend/RegresionType (construction of a trend
line) various models for constructing the equation of regression is
provided: Exponential, linear, Logarithmic, Polynomial), Power and Mo-
vingAverage, which reflect a correlative interrelation between these
variables. Linear model was selected;

If the above-mentioned actions are repeated for the spot diagrams
of the remaining sectors, then the following diagram shall be received
as the result of the Trendline order (Diagram 4).
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Table 3 . Total added value and share created in separate fields of
economy in Gross Domestic Product

Development of national economy is highly dependent on
increasing the additional values by individual fields of economy.The
changes in one of the fields of the economy relevantly must result in
changes of the consecutive indicator - Gross Domestic Product. With
the purpose of checking this theory, the impact of growth or decrease
of the total added values in separate fields of economy was discussed
through applying a correlative-regressive analysis.

The impact of each sector on Gross Domestic Product was
investigated with the help of linear trend line. For constructing the
equation of linear regression a graphical method and dialogue window

Format Trendline was applied.
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At the current stage significant agrarian projects are being
implemented, being accounted for long-term development: “Plant
your future”, “Tea plantation rehabilitation program”, “project for
supporting agrarian production”, “Cheap agro-credit project”,
“Agrarian Insurance Project”, “Project for co-funding processing and
storage enterprises’, “Produce in Georgia” project, successful
implementation of which in the long-term prospect will support
development of the rural agriculture and competitiveness of the firms
operating in this field. The activities implemented within the frame of
separate projects and achieved results are represented in details in the
work.

In the fourth sub-chapter ,Elaboration of the Forecasting Model
for the development of the sector economy“ we aim at identifying
interrelation between separate fields of Georgian economy and Gross
Domestic Products and elaborating Forecasting Model for the develop-
ment of sector economy. With this purpose, the changes of the added
value indicators formed in separate sectors and the volume of Gross
Domestic Products were analyzed in dynamics.

We consider that the development of economy cannot be
achieved through supporting only one specific sector of the economy.
It is necessary to have a complex approach towards this issue and to
adopt a synergy effect on the basis of the inter-sectoral strategy for the
development of the economy, which ensures application of the
resources and consequently, leading to production of the added value
goods and services.

Initial data of the model in the Table 3 represented Gross
Domestic Product (GDP) in basic prices and total added values formed
by separate sectors of the economy (rural agriculture, transportation,
trade, tourism) during 2006 — 2016.
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volume of investments in the tourism sphere; creating a positive image
of the country in the world tourist space, etc.

It is necessary to take complex measures for removing the factors
(undeveloped infrastructure, low service quality and high prices),
preventing from tourism development. In case of total mastering of the
tourist potential of Georgia it will be possible to receive 56 million
tourists on annual basis. Though, this result can be only achieved only
with the state support.

In the third sub-chapter “Opportunities for the development of
the agrarian business at the contemporary stage” the sector of the rural
agriculture is discussed. Rural agriculture has been developed in
Georgia since ancient times, though during more than the last two
decades the development rate of agriculture has considerably fallen
beyond the development rates of other sectors of economy.
Approximately 43.4 % (i.e. more than 3 million hectare) of the territory
of Georgia is considered to be belong to rural-agricultural lands, large
variety of ecological and climate zones provide conditions for cultivating
rural-agricultural cultures, about half of the population are living in the
villages, though the portion of the products produced in this sector in
the GDP of the country is rather small and the internal demand is
satisfied only with one fifth.

The share of the rural agriculture in the GDP of the Country was
rather high during 1990-1995s, though since 200 it was getting smaller
and smaller, being rather irrelevant data for the rural agriculture with
our traditions and potential. Growth was observed only in 2013. In the
same period the program for development of European Neighboring
Policy and Agriculture was launched (2013-2020), which aims at revi-
ving rural agricultural sector of Georgia. Its total budget comprising
182 Million Euro.
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direct lot portion of the tourism in GDP was increased with 77 %. This
was conditioned by the fact that the best conditions were created from
foreign tourism in the above-mentioned years. Intensification of the
political situation in the neighboring country Turkey was added to
this, due to which the tourists travelling to Turkey took orientation on
our country.

Despite the fact that in 2016 the amount of International Incomes
comprised a record indicator 6,350,825 (growth 7,6 %), it must be also
mentioned that from 2005 to 2013 the number of international visitors
in Georgia was characterized by 2-figure growth rate, the highest
indicator being observed in 2012 (+57%). These figures indicate on the
fact that Global crisis have a negative impact on the development of
the tourism. The expenditures by foreign visitors are always positively
reflected on the payment balance of any country, relevantly global
financial crisis are observed in the losses, which are related to reducing
the number of international visitors in the country.

It can be said in conclusion that under the influence of
international integration and globalization main outcomes for the
development of tourism field can the as follows for the country:
achieving high quality of tourist products; increasing the number of
tourists in the country, among them foreign citizens; growth of
services and financial incomes in the state and local budget; formation
of new working places and growth of the employed; raising a living
standard of the local population; development of the tourist
infrastructure; complex application of the resource potential of the
country; preservation of the cultural and national identity;
improvement of the ecological situation and the quality of recreational

environment; evoking interest among the investors and increasing the
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The share of tourism in GDP is analyzed in details according to
years in the work. As seen from the data provided in the work, in 2005
the direct tourism input in GDP comprised 3,8. In the following years,
this indicator is basically increased, though there are separate period
when reduction is observed. E.g. in 2007 in comparison with 2006 it
was reduced from 4,3% to 3,8 %. During 2007 and 2008 falling of the
direct tourism input is observed, relevantly from 3,5% to 3,1%, which
was conditioned due to their decrease in relevant years with -19,78%
and -10,80%.

In the following years, a continuous growth of tourism is
observed. The highest growth rates were fixed in 2015 in comparison
to 2014, when the direct tourism input in GDP was increased with
19,83% and comprised 7,1%. This evidently indicates on the fact that
during recent years the growth of tourism has a more steady character.
Therefore, more effects can be obtained though effective application of
the tourist potential of the country in the prospect.

The dynamics of the workforce employed in the tourism sphere is
represented in the table. As it is identified from 2011 3,8% of the
employed in the economy was employed in tourism. The growth was
continued on steady basis and comprised 5,8% in 2015, which
considers 65% growth of the number of the employed in the above-
mentioned period.

Lot portion of the capital investment in the tourism in relation to
GDP is also interesting from the research. It can be said that during
research period the above-mentioned indicator is comparatively
equally changed and fluctuates between 3,1% - 3,7 %.

Direct lot portion of the tourism in GDP during 2005-2010 was
increased with 0,5 %. Similar small increase in the given period was

conditioned due to the above-described reasons. During 2010-2015 the
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EU countries comprised 242,172, whereas the share of European
travelers in the total amount comprised 4,1%, equaling +11% in
comparison with previous year.

In 2016 the number of international visitors reached a record figure,
i.e. 6,350,825, hence the growth in comparison with analogous period
of previous year was fixed +7.6%. From the total amount, 2,714,773
(+19%) visits was held for 24 hours and more period. Most number of
visitors travelled from Azerbaijan (+9.3%), Armenia (+1.9%), Turkey (-
9.9%), Russia (+12%) and Ukraine (+21.8%). Positive tendencies are
presented from the direction of EU countries, from where in view of
increasing number of visitors to Georgia the following counties were
distinguished during 2016: Latvia +24%, Lithuania +16%, Czech +15%,
Bulgaria +12% and Germany +11%. A particular growth was observed
from the following countries: Iran +485%, India +199%, Saudi Arabia
+116%, Oman +75% and China +46%.

Invisible export of the tourism plays a significant role for the
country. The situation when inflow of foreign currency by the foreign
visitors exceeds outflow of the cash currency from the county is
positively evaluated. The expenditures of foreign visitors in the country
are positively reflected on the payment balance of Georgia. Appro-
ximately 61, 4% of the incomes from Georgian service export accounts
for tourism. In 2015 the income from foreign tourism comprised 1.94
billion USD (growth+8,3%). Whereas, the expenses of the citizens of
Georgia on the foreign tourism comprised 0,33 billion USD
(growth+10,2%). Therefore, in 2015 the balance of foreign tourism
comprised 1,61 billion USD (growth+%) in Georgia, whereas in 2016 the
above-mentioned indicator comprised 1.695 Billion (I-III quarter data)
USD.
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e Completion of Georgia-Turkey Railway road, resulting in
application of new and more effective means for
transportation;

Development of the transportation system will pre-condition a

significant growth of competitive pricing on Georgian products.

We consider that improvement of the transport infrastructure
will result in synergy effect in the development of priority fields.

In the second chapter of the second sub-chapter “Tendencies and
Prospects for Tourism Development in Georgia” analyzes main trends
for the development of tourism field by the influence of Globalization
process, dynamics of international visitors in the country during the
last 12 years is studied, the contribution of the tourism in GDP is
defined and evaluated according to years.

For the development of tourism within the country it is necessary
to ensure coordinative work of the society, government, foreign and
local investors. The society must become aware of the basis of on
which its competitive advantage is based in comparison to other
countries and to improve the service.

The state plays an important role in introduction of the
international standards in the Tourism sphere though arrangement of
relevant regulations and infrastructure. A particular focus is attached
to investments, representing a motive power for tourism development.

In 2015 a large part of the international incomes, i.e. 87,8%
(5,180,010) was generated from neighboring countries, only 12,2%
(721,084) was brought from other countries. Armenia was the leader of
the year in terms of the visits 1,468 888 (+10,8%), as well as
quantitative growth (+143,253). The number of visits has significantly
increased from the following countries: Russia (+114,523), Azerbaijan,
(+110,043) and Israel (+17,102). During 2015 the number of visits from
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which will also increase the demand for their transporting via tankers.
With this purpose, the Government of Turkey is planning to increase
passing capacity of the Bosporus Strait. Turkey is planning to relieve
Bosporus Strait overloaded with ships by constructing its duplicate
channel. Presumably, a new channel to be named after “Istanbul
Channel” will exceed Suez and Panama Canal, being able to be used
for passing 160 ships and oil tankers per day. The project is scheduled
to be completed for 2023. A new channel may also lead to accelerating
growth of oil-pipeline construction, Caspian largest oil deposits are
expected to reach maximal extraction level, which correspondingly
will increase demand for Turkish channels. Forecasting indicators for
increasing oil extraction in the Caspian Sea region are rather
impressive. The data provided that oil extraction forecast is
considerably increased and for 2030 it will reach 5.7 barrel per day.
Passing the above-mentioned volume of oil is only possible through
currently existing pipeline, whereas a part of it can be passed though
the railway, from Georgia Sea Ports. Unless maritime infrastructure of
Georgia is unprepared for the above-mentioned process, the cargos
shall be distributed on other alternative directions.

Realizing the business model of the logistical clusters on the basis
of Georgian Sea Ports is to support involvement of industrial,
transportation and logistical companies in the impact zone of the
logistical clusters.

Main pre-conditions for forming and functioning of the maritime
logistical clusters in Georgia include:

e Existence of significant unapplied potential in the logistics for

storage and conservation of the maritime cargos as well as air

transportation in Georgia;
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Main goals of the logistics are formulated as the goals of the port
(optimal usage of capacity, high mobility in entrepreneurial activity,
rapid response to clients’ demands, immediate readiness for service
provision, reliability in service provision, reduction of the
expenditures, considering clients’ needs and constraints). Achieving
these goals increases competitiveness of the ports and together with
this port infrastructure is also partially changed (transportation-
logistical centers are formed on the territory of the port; industrial-
logistical centers are expanded around the port).

Expansion of the transit roads passing on Georgia represents the
demand of the world economy, being conditioned due to huge supply
of carbonic raw materials in the Caspian Sea basin. Based on experts’
evaluation of the oil found on the territory of Azerbaijan fluctuates
between 25-40 billion m* The Russian part of Caspian oil supply
comprises 1,5 billion m 3, Kazakhstan owns up to 6 billion m? oil.
Besides this, huge gas supplies in the amount of almost 6,5 trillion m3
are found on the territory of Turkmenistan. Only several alternative
ways exist for transportation of the above-mentioned raw material to
Europe and the USA. These include: though passing the territory of
Russia (basically applying Novosibirsk Port); though passing the
territory of Azerbaijan and Georgia; though passing the territory of
Azerbaijan, Georgia and Turkey or Azerbaijan, Iran and Pakistan. All
these four routes serve as competitive routes; therefore transit states
express huge interest towards the above-mentioned issue, as it can
bring significant economic effect for all citizens of the country. The
road passing though Georgia is the most attractive from the above-
listed.

It is expected that Caspian Sea Countries will increase oil

extraction indicator in the future, necessary for transportation of
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the advantages of their formation and functioning as well as
limitations.

Logistical cluster represents an effective tool for optimizing the
expenditures and increasing the competitiveness and it is discussed as a
unity of competitive companies and enterprises (industrial, transporta-
tion, logistical, commercial), being geographically connected with
each other and cooperating on the basis of voluntary relations for
increasing effectiveness of material-technical service. The clusters
represent one of the most effective forms in the age of globalization
and the knowledge economy.

Sea Port as a generator of cargo stream connects the circles
constituting transportation-logistical chain of the supply with each
other. In this form it represents the cluster, the port —being its core.
The aim of forming a port cluster is to increase competitiveness of the

transportation knot.
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Scheme: 3. Types of synergistic effects in the logistics cluster (adopted from
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mentioned strong side is not effective applied, being indicated by the

dynamics of the cargo transportation in the Sea Ports of Georgia.
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Diagram 2. The volume of cargo handling at Georgian sea ports and terminals

Source: http://www.economy.ge/ge/economic-data/transport

As we see, the number of the cargos processed in sea ports and
terminals are characterized by the reducing tendency. E.g. by the data
of I-X months of 2016 the volume of the processed cargo at Batumi Sea
Port was decreased with 33% in comparison with 2013. Currently,
lack of cargos is observed at Batumi Sea Port, which could be resulting
from already-changed and ineffective management of strategically
important enterprise for the country. As for the container cargos, Poti
Sea Port during the recent years has occupied a leading position in
procession of the container cargos, where the highest growth indicator
was fixed at Batumi Sea Port in 2012 (73, 095 TEU).

It is recommended that the development of the ports to be
proportionally relevant with other transportation infrastructure of
Georgia. It will be necessary to elaborate a scientifically justified
program for the development of the maritime infrastructure of
Georgia. In view of this, we made efforts to study the opportunities for

creating maritime logistic clusters in Georgia in the future, analyzing
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the economic growth, whereas growth of transportation sector
influences on the number of the employed and their income growth.

Multiple links existing between transportation and economic
growth is reflected on the scheme. Development of the transportation
network contributes to generating consecutive positive effects. In
particular, improvement of the transportation provision on the one
hand supports growth of the infrastructural capital, companies’ ente-
ring/abandoning of bigger markets, more effective application of the
workforce, which on its way will be positively reflected on the real
volume of the Gross Domestic Product, growth of the employed
population, reduction of producing the products and value of
distribution, etc.

Investments in the transportation infrastructure is actually always
considered to be as a forerunner of the economic growth, as a stimulus
for forming a demand, which to certain extent contributes to the
development of the economic development. The investments result in
reduction of the final price of the goods though reducing the expenses
on the transportation meters and play a significant role in reducing the
level of economic disproportions between the regions, increasing
competitiveness for accessing new markets, having influence on
migration of the workforce, specialization and cooperation, as well as
on reduction of the value for registering the cargos in internal and
external logistic systems of the country.

Georgian transportation infrastructure cannot be imagined
without development of the sea ports. Batumi and Poti Sea Ports have
a significant role in procession of the maritime cargos. Access to the
Black Sea enables Sea Ports of Georgia to perform the function of
regional transit center and increase their portion in the transit cargos.

This serves as one of the priority of the country, though the above-
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Scheme 2. Multiple links existing between transportation and economic growth.

There are diversified approaches in relation to which is the pri-
mary: economy (represented with the structure of economic system
and proportions), which has an impact on the transportation field or
the transportation field which stimulates the economy. To say in
another way, is economic growth generated by the investment in the
transportation sector or economic growth results in growth of the
investment in the transportation infrastructure? Some authors pay a
particular attention on the number of the employees while investing
in the infrastructure of separate regions, whereas for other authors it
would be more interesting to receive benefit through development of
the transportation field. In any case it is clear that well-developed
economy correspondingly requires well-developed transportation
system.

Development of the transportation serves as a pre-condition for
expansion of the commerce and intensification of the competitiveness

of the economic regions. Similar development is observed in parallel to
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Despite the fact that during 2015-2011 total volume of the
railway transportation was characterized by the tendency for decrease
(with almost 30%), 56% of the total volume comes on the transit
cargos. The above-mentioned type of high indicator in strengthening
the transit function indicates at the importance of the railway
transportation. It is also noteworthy that JSC “Georgian Railway”
represents one of the largest corporate employers in the country,
currently employing 12.966 people, an average salary of which
comprises 955 Gel; besides this, the salary is basically fixed and is not
dependent on the volume of the transportations.

Mastering mineral fossils in the Middle Asia and the process of
increasing economic growth in the region will further increase total
cargo turnover in the countries of Middle Asia and Transcaucasia,
relevantly the number of the cargo to be transported via Georgia will
be increased. As under the condition of fierce competition it is not
difficult to search alternative routes of transportation, hence it is
desirable for the Government of Georgia to offer competitive tariffs for
transportation of the cargo to the abovementioned countries, as well as
increased speed, high level of trust and simplicity of transportation
service, which will be ensured by the Railway, Automobile and
Maritime transport of Georgia in a complex way.

Developed transportation system serves as a necessary pre-
condition for social-economic development of the country; whereas
the link and interrelation between transportation field and economic

growth is rather close.
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transportation geographical location, granting it the transit function of
strategic importance. Growth of the transit potential serves as one of
the directions for the strategic development of the country, which
supports trans-economic activities in the future.

A particular focus is made on the role of the railway
transportation in the development of the transit function and the
potential of transporting the oil from Turkmenistan in the work,
which is of significant importance for raising competitiveness of
Georgia. As the result of analyzing statistical data of the railway
transportation it was clarified that the share portion of the transit
cargos in the total volume of the cargo transportation (38% liquid and
18,2 % dry cargos) significantly exceeds the analogous indicator of the
local cargos (2,2 % liquid and 14.7% dry cargos).

Table 2.
Freight transportation volume by destination

2015 | 2014 | 2013 | 2012 | 2011 | 2015 | 2014 | 2013 | 2012 | 2011

Liquid
cargoes

67 | 75 | 91 | 95 | 10.5 (47.7% | 45.1% |50.0% | 47.2% |52.0%

Transit 54 | 63 | 79 | 82 | 9.2 |38.0% |37.7% | 43.5% | 41.1% | 45.5%

Export 00 [ 00 | 01 | 00 | 0.0 |0.2% | 0.3% | 0.3% | 0.2% | 0.2%

Import 10 | 1.0 | 09 | 09 | 09 |73% |57% | 49% | 44% | 4.4%

Local 03 |02 |02 |03 |04 |22% |14% |13% | 1.5% | 1.8%

Dry cargoes | 7.4 | 92 | 9.1 | 10.6 | 9.7 |52.3% |54.9% |50.0% |52.8% | 48.0%

Transit 26 | 32 | 33 | 39 | 34 |18.2% |19.3% |18.0% |19.3% | 17.0%

Export 1.1 | 16 | 1.7 | 1.7 | 1.5 | 7.6% | 95% | 9.2% | 8.3% | 7.7%

Import 17 | 20 | 1.9 | 24 | 20 |11.8% |12.1% |10.2% |11.9% | 10.2%

Local 21 | 23 | 23 | 2.7 | 2.6 |14.7% |14.0% | 12.6% | 13.3% | 13.1%

Total 14.1 | 16.7 | 18.2 | 20.1 | 20.1 | 100% | 100% | 100% | 100% | 100%

Source: http://www.railway.ge/files/q12012/annual report 2015.pdf
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The findings of the research published by International Organi-
zations are discussed in details within the fourth sub-chapter and the
positions of Georgia in the International rating are defined, which
enable us to conclude that Georgia is comparatively competitive
according to the following criteria: low criminal, lack of bureaucratic
procedures for launching doing business, whereas a comparatively
problematic state is observed in the following directions: innovations,
science and re-production, professional workforce, public trust
towards to the politicians and instability of the politics.

Priority fields of the national economy are studied and analysis of
the research findings are provided in the third chapter of the Disserta-
tion Work “Globalization and Prospect for the Development of the
National Economy”. The principal accent is made on the fields being
characterized by competitiveness, enabling rising of the export poten-
tial. Prospects for development of Georgian transit potential is
discussed under the conditions of globalization and the advantages for
compete mastering of the transit potential of the country have been
highlighted; the prospects for tourism development and the directions
for the development of the agrarian sector have been analyzed; the
role of innovations and development of the human potential has been
singled out in raising competitiveness of the business structures and
relevantly, the economy; on the basis of exponential regressive model
a forecasting model for the development of the sector economy has
been developed.

In the first sub-chapter of the third chapter “Prospects for
development of the transit function of Georgia® the importance of
effective application of the transit potential for the development of the
country’s economy is analyzed. Our country is not distinguished by

the diversity of the strategic natural resources, though it has favorable
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The firms having participation of the foreign capital presumably
have more chances of remaining at the market, better management,
advance technologies, better knowledge of the international markets
as well as due to better access to financial resources and marker
researches. The network effect is also important. The more number of
firms involved in the export of the goods in one and the same place of
destination, much information is available on the peculiarities of the
export market.

Georgian firms are basically dependent on the growing export of
one and the same products or on the export in the direction of one
destination place. Sustainable growth of the export is usually related to
formation of new products, expansion of the export relations
(extensive margin) established though penetrating on the new markets
(intensive margin).

Actually, after 2000 an average salary in the sphere of export,
added value and skills and abilities has been slightly changed in
Georgia. According to our opinion, for receiving total benefit from the
trade it is necessary to improve the results of the labor market and
from this viewpoint, it is necessary to take strategic steps to support
moving of the resources towards more highly-productive and added
value fields. Attraction of Direct Foreign Investments and Capital
Investment in the export fields will assist Georgia to participate in
more components of the chain of values. This may acquire more
dynamics to the export sphere; and have a positive impact on the
employment and salaries. It can be noted as conclusion that during
recent years the difference between export-import (trade deficit) has
been considerably increased in Georgia, which was negatively
expressed on the new currency rate of Gel and in general, in the

country’s daily life.
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foreign investments, which supported stability of the currency rate
within the country.

By the data of National Statistics Service of Georgia, in 2015 a
foreign trade turnover of Georgia comprised 9 933 Million USD, being
less with 13% to previous year indicator. Export was reduced with
23% and comprised 2 204 million USD, being the lowest indicator
after 2011. The import was reduced with 10% and was defined with 7
729 Million USD. A negative trade balance comprised 5525 Million
USD and 56% of the trade turnover. Fixed pressure on the currency
rate of GEL served as a main precondition factor of this dynamics. In
the same year, the reduction trend of the taxation balance was
observed. Monetary transfers, representing one of the most important
sources for the currency import in the country were reduced with 29
%. Therefore, reduction of the import had an extremely huge impact
on depreciation of Gel currency rate, increasing the price on foreign
products for our population and significantly reducing the demand for
import.

The portion of the trade turnover of Georgia according to the
European Union, CIS and other countries is represented in detail in
the work; besides this, the structure of export goods and import
structure according to the countries and main groups of the goods is
represented in the form of a diagram. The indicator of the firms
leaving and entering export markets in Georgia are analyzed.

Productiveness and product diversity, cooperation with foreign
firms and trade networks is important for growing viability of the
export. The firms being comparatively less diversified at the level of
the product have more chances of remaining at the marker. Though,
we consider that viability of the exports is comparatively more

increased by the production effectiveness rather than its volume.

87



Foreign Investments in the priority fields will greatly contribute to
raising competitiveness of the country and its economic growth.

For attracting and further supporting of the investments it is
desirable to form and support relevant conditions for ensuring re-
investing by the investors entering the country during previous years.
It is also necessary to implement a targeted state policy which ensures
settlement of long-term social and economic aims and objectives of the
country and continuous economic growth.

In the third sub-chapter a particular attention is paid to the
directions and tendencies for the development of the foreign trade of
the country, being also important for the development of the economy
and business. Growth of foreign trade volume and reduction of
negative trade balance remained as one of the major challenges for
Georgian economy. The process of inflation, growth of prices and
falling exchange rate are related to the above-stated problems. Higher
is the growth of export, more foreign currency is entered into the
country, whereas higher the import less currency is remained in the
country’s economy. Relevantly, a negative trade balance has a
damaging effect on the growth of USD currency rate, as well as
depreciation of Gel and in general, on the development of the
economy.

The dynamics of foreign trade turnover during 1995-2015 is
discussed in details n the work. As it is defined growth of import
during year was related to growth of demand on the wide consumables
in the country, which indicates on the growth of the public revenues.
Besides this, a negative trade balance was always compensated with
the incomes received from service export (tourism, international

transportation), as well as foreign monetary transfers and flow of
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During research period, Gross Domestic Product is being increased on
annual basis, except for 2009 in comparison to 2008 (-3,78%).
Naturally, this situation was conditioned with the Russian-Georgian
War in 2008, whereas in 2007 GDP was even higher than in any other
year. As for the growth rate of Gross Domestic Product - fluctuations
were observed in the initial years of the period under study. For
example, in 2006 in comparison to previous year, the Growth rate was
reduced with 2,25 %. In 2008, in comparison with 2007 - 81, with
25%. The tendency for reduction was also observed during 2009, 2010,
2012, 2013 and 2015. This indicates on the fact that the growth rate of
Gross Domestic Product was unequal, which was conditioned with
internal as well as foreign factors, as well as fluctuations in the volume
of investments in the same period, world economic Crisis of 2008. In
pursuant with regional crisis occurring in 2015 National Currency was
depreciated, which result in reduction of the Direct Foreign
Investments. Depreciation of GEL and strengthening of USD at the
International Level had a negative impact on our country’s economy.

During years the main aim for Georgia has been not to increase
the impact to be received from foreign investment, but how to attract
and receive as many investment as possible . In the same period proper
measures have been taken with the purpose of protecting production
of the local products, due to which imports products gained a solid
foothold on the consumer market of our country, occupying 80 % of
its realization market.

It can be noted as conclusion that that it is recommendable for
Georgia to attract Direct Foreign Investments in the fields oriented on
large-scale production of exports products and to ensure profitable

realization of these produced outside its borders. Attracting Direct
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The tendency for growing investment streams in Georgia has
been observed since 2005. In 2007 this indicator reached the highest
status during the period of Independence of Georgia and an comprised
2,014 million USD. In the same period, the portion of Foreign Direct
Invest-ment in GDP was increase and reached the heights indicator of
19.8%. In comparison to 2005 it was increased with 182%. This
tendency was basically conditioned by comparative fiscal stability,
liberal economic course and massive PR campaign undertaken by the
Country’s government at the international scale. Under the influence
of famous reasons in 2008 the aforementioned indicator comprised
only 12.2 %, i.e. was reduced with 38%.

In 2015 the volume of Foreign Direct Investments comprised
1564 Million USD by accurate data, being 9.7% of the GDP. Hence, in
comparison with 2014, the volume of Direct Foreign Investments was
reduced with 11% in the country during 2015. Though, it should be
also noted that the Indicator for 2014 was of all-time high after 2007,
whereas the tendency for reduction in 2015 was conditioned due to
radical deterioration of the economic state within the country.

The Dynamics of GDP during 2005-2015 (Table #1) is discussed in
details within the work. For complete analysis of the Dynamic of GDP
we consider it necessary to apply constant prices, as this indicator
gives an accurate picture of the real situation within the economy.
Besides this, growth rate of GDP is represented with per cent
indicators according to years, dynamics per capita and its growth rates,
as well as deflator of GDP (%) have been studied, which shows the
growth caused with increasing prices. Analysis of the above-

mentioned indicator creates a full impression on the dynamics of GDP
during the years to be analyzed (2005-2015).
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The dynamics of the investment streams during 2005-2015 are
described in details within the work; as well as popular tools for
attracting the investments; the factors conditioning growth of the
investment activity within the country; distribution of the direct
foreign investments in the frame of the country are also discussed; the
sectors with high investment activity are highlighted not only from
statistical but also from dynamic evaluation viewpoint; the impact of
Foreign Direct Investment on the growth of GDP and their potential
direct and indirect effects at the market of the recipient country are
analyzed. We consider that the investments in the economy of our
country are to be primarily directed for ensuring economic growth.
For implementing this objective it is desirable to appeal them to the
enterprises oriented on export, introduction of the innovations, in the
development of import-substitution fields, as well as human resources

and infrastructural development.
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two crisis occurrences is rather difficult; though, it should be also
noted that due to comparatively weak development of Georgia
financial sector and less involvement in the world financial network
the direct impact of the crisis on Georgia was reduced to the
minimum.

In pursuant with the liability undertaken before the World Trade
Organization, the reforms were implemented in Georgia, which aimed
at re-organization, liberalization and simplification of the trade regula-
tions. As the result of the institutional changes, Trade Borders of
Georgia were further opened: the procedures of export-import were
simplified, taxation rates and types were reduced, tariff and non-tariff
regulation were simplified, diversification of the trade relationships
was realized though signing Free Trade Agreements with regional and
key trade partners, investment environment was improved, the
barriers for free competition were reduced by simplifying customs,
licensing permissions, registration of the property, labour regulation
was changed and aces to credits was increased.

The second sub-chapter deals with the implementation of foreign
as well as local direct investment and ensuring of a steady investment
environment that has a great importance in the economic
development of the country, in particular formation of added values
and crating working places.

Growth of the investment activity has a positive influence on the
rates of economic growth, which supports development of the fields,
utilization of the resources, which in other cases would have been
remained unconsumed and unapplied. The process of investing is
characterized by the multipliers’ effect, i.e. targeted investing in one

field is followed by the development of other adjacent fields.
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economy are discussed, investment activity in Georgia under the
conditions of globalization and its impact on the economic growth are
analyzed, the trends for developing foreign trade of Georgia and
challenges of globalization are studied in details, the place of Georgia
in the system of world economic processes under the conditions of
globalization is evaluated.

Economic development in Georgia has been directed in a rather
complicated way since the day of restoration of independence and the
process of reformations in most cases failed to ensure significant
progress for steady development of the national economies. In the
same way, as in majority of Post-Soviet countries, strategic way for
economic reform was basically based on the expectations for
evolutional development, gradual adaptation to market laws, which
could have led to comparatively less fluctuations. Though, as the result
of influence from various political, economic and institutional the
economy appeared to be under market shock and requested to
implement radical changes.

During 1994-1998 the reforms in the direction of stabilization and
liberalization of the economy were implemented. Relevantly, the changes
were also suffered by the banking system, National Currency - Gel was

introduced, privatization of small and medium size business was
launched, and trade liberalization was initiated.

The consequences of financial crisis of 2007-2008 on Georgian
economy are also reflected in the work. Due to deep interrelation of
world financial markets, the financial crisis launched in the USA
encompassed the whole world on the whole. Of course, Georgia also
suffered from the influence of the crisis; though, the War of August in
2008 had even bigger impact on the Georgian economy (and among

them on the financial market). Hence, separating the impacts of these
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As the “producers” of competitive advantage represent the
companies acting in separate fields of the country, therefore only the
latter are able to realize them. The state is unable to independently
maintain and develop formed competitive advantages, as this directly
belongs to the activity sphere of the companies themselves, though the
state serves as the “carrier” of competitive advantages in view of the
fact that it creates a favorable business environment for forming
framing and further maintaining competitive advantages.

Conceptual scheme (scheme 1) for institutional-economic provi-
sion for competitive development of the country under the conditions
of globalization is represented in the work. The essence of scientific
idea lies within the fact that the issue of raising competitiveness of the
country is discussed by us in strengthening the role of the fields with
comparative privileges, having a potential for attracting foreign
investments, increasing the share of the ready product in the export,
effective application of local resources and raising the employment
level, which can have a positive impact on the country’s economy
under the global environment.

The opportunity for receiving synergy effect represents a signifi-
cant aspect by developing inter-sector strategy for the development of
economy, which ensures complementary application of the resources
and in this way production of the goods and services with high added
value. For achieving the above-mentioned aim it is important to
ensure increasing the level of science and innovations, as well as
education and qualification and ensure modern developed
infrastructure.

In the second chapter of the work “The tendencies for the
development of the National Economy under the conditions of the

globalization” the tendencies for the development of the National
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resources. With the influence of globalization Georgia will be given
opportunity to effectively apply and fully master export, transit, trade,
energetic, tourist and rural-agricultural potential. While selecting
competitive branches it should be taken into account that only local
resources are utilized by the above-mentioned branches. Whereas,
effective utilization of local resources will increase not only the
portion of ready products in the export volume and supply the local
market with goods and services, but also create additional working
places, increase the incomes and improve the state of taxation balance

of the country.
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competitiveness the country, goods or production factors is
particularly important for effective functioning of the business. Study
of the world market and defining the demand (among them
prospective) and formation of one’s own competitive advantages —
represent a main pre-condition for responding the above-motioned
challenge.

Despite of the above-mentioned challenges, globalization has
potential to bring benefit to the country’s economy. Though, effective
application of existing potential is the issue of key importance. For
development of the economy and economic growth we consider it
necessary to:

Effectively apply geo-political, geographic, natural-climate and
resource potential of the country, as they represent the basis for
further development of the national economy;

e Application the potential for economic integration and
expansion of the position on the world market;

e Development of priority fields, enabling the country to gain a
competitive advantage at the International Market;

e Strengthening the meters of innovativeness in the social-
economic development of the country;

In view of this, we can conclude that the country should
necessarily have global economic, social and institutional impact
mechanisms for accelerating the economic development.

The third sub-chapter “Influence of the globalization on the
competitiveness of the country” studies the nature and interrelation
between the competitiveness factors of the country under the
conditions of globalization.

Competitiveness of the country, first of all, depends on its

productive application of natural, labour, material and financial
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represents a basis which will result in raising economic attractiveness
of the country, better regional and international integration of
Georgia, as well as improvement of the investment environment
within the country.

Deepening of specialization and diversification of the economy
serve as key challenges of the globalization process. Diversified econo-
my enable versatile assortment of the goods and services, leading to
overcoming the crisis of branch structures. One of the reasons
preventing diversification of the real production and service sphere of
the county is incompleteness of the development strategy for the
country’s regions and sectors. Economic interests of the country are to
be united under the problems for economy diversification and import
substitution, as well as application of the international labour distribu-
tion programs.

At the current stage, growth of the volume of investments in the
development of human resources, as well as in the sphere of fixed
capital, social infrastructure and raising living standard of the
population. Attracting Foreign Direct Investments in the fields being
oriented on a large-scale production of export products and their
profitable realization outside the borders of the country shall be
advisable for Georgia.

The issues of growing investment in the fixed capital and
effectiveness of its application also represent a rather complicated
problem for the businesses in global economy. Introduction of
innovative technologies are always reflected on the quality parameters
of the produced goods, increasing its competitiveness. Therefore,
successful settlement of the issue of public re-production cannot be
achieved without investments, especially in new innovative type of

the fixed capital. The global competition, as well as forming
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improvement of the political cooperation based on mutual interest
within the region, strengthening safety and stability, as well as
deepening the relations in the transit and trade-economic sphere.
Similar relationships have a rather high potential of effectiveness.

Development of the agrarian business also remains as one of the
significant challenges. More than half of the labor-capable population
of the country is employed in this sector. Though, formed added value,
productiveness and low level of profitability prevent from growing
competitiveness of the field at the local as well as international
markets.

The necessity for developing logistic infrastructure is also
distinguished with special actuality, which on its way serves as a pre-
condition for development of the fields, i.e. transport, trade, rural
agriculture, tourism. Georgia with its favorable geographical location
represents a natural hub for the Caucasus and Central Asia.

Though, still developing infrastructure and low competitiveness
of transportation system does not enable it to fully apply the
aforementioned potential. One of the main problems of existing
transportation infrastructure lies within the fact that it is devoid of the
networking effect.

Due to deficiency of the infrastructure related to various
transportation means the energies are not fully utilized in transporta-
tion and logistics. Hence, it is necessary to ensure systemic
development of transportation and logistical infrastructure, making
transportation corridor passing though Georgia more competitive and
acquiring the image of effective transit corridor for the country.
Therefore, development of the infrastructure represents a main
objective for the Georgian economy, on which all other economic

measures and achieved successes are to be based on. The infrastructure
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The second sub-chapter “Pre-conditions for the development of
the process of Globalization and main challenges” studies essential pre-
conditions without development of which the process of globalization
would not have been developed as a special phenomenon. in view of
analyzing ongoing globalization process in the world, the opinions by
various scientists and differentiated approach towards this issue in a
number of countries, we have singled out the following basic pre-
conditions: entrepreneurial, scientific-technical and technological,
organizational, economic, political and social-cultural. Chronology of
the pre-conditions for development of the process of globalization on
the world scale and among them in Georgia has been also represented
schematically.

It is noteworthy that the necessity for steady growth of the
national economy, social development and improvement of the
ecological state represent a significant challenge of the Globalization.

The problem of employment and poverty and social inequality
related to it will remain among key challenges of the country.
Fundamental issues of human living, i.e. expanded re-production and
perfection of the material-technical basis of production, improvement
of the human life and labor conditions, improvement of the mana-
gement quality in the business as well as civic sector are closely related
to the afore-stated. For creating working places, greet importance is
attached to encouraging business development from the Government
side, which in itself considers development of various fields and
infrastructure.

Deepening of the foreign economic links among the states also
represents a challenge of the globalization. Development and
strengthening of the relationships with the countries in the region is of

utmost importance for Georgia, which will greatly contribute to
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3.4. Elaboration of the Forecasting Model for the development
of the sector economy
Conclusions and recommendations
Applied Literature
Main content of the work

The first chapter of the work “Essence of globalization, its basic
characteristics and impact on the economy of the country” consists of
three sub-chapters. The first sub-chapter “Essence of globalization and
its basic characteristics” represents the definitions by various foreign
and Georgian authors, international organizations and experts upon
the essence of globalization and differentiated attitudes towards the
process of globalization from various researchers. The signs
characteristic for the globalization are represented; three waves of
globalization are singled out, sequence of which being logically related
to each other and reflect ongoing changes in the global competitive
environment.

We consider that the globalization of the world economy
represents interrelation between the national economies for free
movement of the mobile factors of the goods, service and production;
on the basis of growth of inter-penetration and introducing the
principles of the open economy at the world scale, a progressive
historical-logical process of forming a global economic system is fixing
the unity of world civilizations though scientific-technical achieve-
ments and existence of global problems of the mankind.

On the basis of wide review of foreign and Georgian literature
dedicated to the problematic issues of the globalization process, the
process of the World Globalization is represented in the form of a

generalized scheme.
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Structure
Introduction
Chapter 1. Essence of globalization, its basic characteristics and impact
on the economy of the country.
1.1. Essence of globalization and its basic characteristics
1.2. Pre-conditions for the development of the process of
Globalization and main challenges
1.3. Influence of the globalization on the competitiveness of
the
country
Chapter II. The tendencies for the development of the National
Economy under the conditions of the globalization
2.1. The tendencies for the development of the National
Economy
2.2. Investment activity in Georgia under the conditions of the
globalization and its impact on the economic growth
2.3. The tendencies for development of the Foreign Trade of
Georgia and challenges of globalization
2.4. Globalization and the place of Georgia in the system of
world economic processes
Chapter III. Globalization and the prospects of development of the
national economy
3.1. Prospects of development of the transit function of
Georgia
under the conditions of Globalization
3.2. The tendencies and prospects for tourism development in
Georgia
3.3. The opportunities for developing Agrarian Business at the
current stage
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work. The researches, publications by various international
organizations as well as diverse internet resources are also applied in
the work; scientific researches implemented by foreign and Georgian
scientists, methodological and theoretical type of monographs,
scientific articles in relation to economic development of the country
and the problems of raising its competitiveness; besides this the
materials of the Ministry of Economy and Sustainable Development of
Georgia, National Statistics Service of Georgia, Ministry of Finance of
Georgia, Ministry of Foreign Affairs of Georgia are also applied in the
Dissertation Work.

Main regulations of the work, key findings, theoretical and
practical recommendations of the research can be applied for:

v' Settling separate problems related to economic development
by the state and business structures, as well as in the academic
process by the higher institutions;

v" Practical introduction of the recommendations adopted as the
result of the research will greatly contribute to effective
application of the transit, trade, tourist, rural-agricultural
potential of the country, which will be positively reflected on
the development of Georgian economy;

v' The companies can effectively apply existing capacities,
resource potential and achieve significant competitiveness,
which on its side will support forming added valued,
significant growth of the working places and improvement of
the economic state within the country.

The volume and structure of the work. Dissertation work “The
Tendencies for the Development of the National Economy and
Challenges of Globalization” is comprised of 197 printed pages, three
chapters, 11 sub-chapters, introduction, conclusion, applied literature
and attachments.
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— Evaluation of the growth of investment activity with the
influence of globalization process and defining the degree of the
impact of Foreign Direct Investment in the sectoral framework;

— Analyzing of the dynamics of the foreign trade of Georgia
under the conditions of the globalization;

— Characterizing acting micro-economic on the effectiveness of
the economic fields, defining taxation system, common economic
environment, stability impact of the monetary unit;

— Elaboration of the recommendations for encouraging business
development though raising existing economic level;

— Highlighting competitive fields, a specific character of our
country, its geopolitical, natural-climate and resource peculiarities
being profitably reflected on their development;

— Justifying the importance of perfect application of the Deep
and Comprehensive Free Trade Agreement with the European Union;

— Highlighting the advantages of utilizing transit, trade, tourist,
rural-agricultural potential of the country;

— Justifying  necessity for developing  transportation
infrastructure;

— To define basic pre-conditions for formation and functioning
of the logistical cluster in Georgia and to highlight synergy effect
received though their formation;

— Formation of the Forecasting Model for the development of
the National Economy under the conditions of globalization.

Methodological and theoretical basis of the research:
methodological and theoretical issues of the development of the
economy represent a methodological basis of the dissertation work.

Forecasting methods though applying the model of scientific
research and synthesis, systemic approach, correlation-regressive
analysis, as well as exponential regressive model are applied in the
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- The opportunities for forming a maritime logistic cluster in
Georgia are studied and the advantages and limitations for their
formation and functioning;

- Advantages for complete mastering of the trade, tourist, rural-
agricultural potential of the country;

- Forecasting model for the development of the sector economy
elaborated on the basis of the exponential regressive model under the
conditions of globalization.

The Aim and main objectives of the research:

The aim of the dissertation work to study the tendencies for
development of National Economy, evaluation of the state existing in
the basic fields, analysis of the challenges of the globalization process,
elaboration of the methodological issues for raising competitiveness of
the economy, as well as practical issues for development of the priority
fields.

In view of the above-mentioned the objectives of the research can
be formulated in the following way:

- Defining our own vision for the process of globalization.
Highlighting its main essence, characteristics, mechanism and results;

— Studying the pre-conditions for development of the
globalization process, analyzing its main challenges and defining their
impact on the competitiveness of the country;

— Analyzing the tendencies for development of the National
Economy under the conditions of globalization;

— Studying the factors defining competitiveness of the country;

— Defining the place of Georgia in the system of world economic
processes;

— Studying and analyzing the macro-economic aspects of

functioning of the national economy;
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transit function of the country under the conditions of globalization,
the rates of economy development, analysis and dynamics of formed
field structure.

Scientific Novelty of the Research: Dissertation work represents
the work implemented on the basis of analytical research, in which
the dynamics, stages and trends of development of Georgian Economy
is researched in a complex way.

Scientific Novelty of the Research lies within the following facts:

- Analyzing development of Georgian Economy;

- Pre-conditions for economic globalization in Georgia are
represented;

- The nature of competitiveness factors of the country under
globalization circumstances, their co-relevance and interrelation are
defined;

- The priorities of development of National Economy are
defined, investment activities are evaluated within the sectoral
framework, the drawbacks of investment policy are identified, the
ways of improving investment environment and the measures for
optimal management of business projects in these direction are set in
separate fields;

- The factors preventing economic growth are analyzed and the
proposals for perfection of the state regulatory measures of the
economy are represented;

- Taking into account, the development potential of traditional
and intensive fields of the economy, the proposals for rational
application of the export potential of the country is elaborated;

- The advantages of complete mastering of the transit potential
of the country are identified and multiple links existing between the

transportation sector and economic growth are defined;
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currency is depreciated. Inflation and growth of consumer prices
represent a basic factor for deteriorating living standard and quality of
the population. By calculating per capita of the Gross Domestic
Product with the preliminary data of the Statistics Department of
Georgia in 2016* (with current prices) comprises 3852.5 USD, being in
average one third of the state observed at the world scale.

According to preliminary data of the Statistics Department of
Georgia in 2016* the volume of direct foreign investments comprised 1
645, 4 million USD in the country. It has been increased with 5% in
comparison with the data specified for 2015; though it would be also
mentioned that by the specified data of 201, the above-mentioned
indicator has been decreased with 11,1 % in comparison with previous
year. The trend of similar decrease was conditioned due to extreme
deterioration of the economic state within the country in 2015.

Therefore, defining development trends of Georgian economy
and analyzing the challenges of globalization process is distinguished
with high actuality for evaluating existing state of the economy and
business and setting future prospects from theoretical viewpoint, as
well as from purely practical positions. The above-mentioned aspects,
together with other significant issues, conditioned selection of the
Dissertation Research from our side.

Research Object. Significant sectors of Georgian economy,
ongoing changes in the business environment and their provoking
reasons under the conditions of the globalization represent a research
object of the Dissertation Work.

Research Subject. The tendencies for developing National
Economy, challenges of globalization, competitiveness of the country
under the conditions of globalization, analysis and evaluation of
economic reforms; analysis of direct foreign investments and the

trends of foreign commerce on the Georgian market, potential of
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Primarily, the form of property, the attitude towards the business has
been changed: if years ago the economy was represented with a
dominant position of the state property, currently a dominant role is
occupied by the private property and private initiative. Foreign
economic relations used to be regulated and furthermore, were
realized only with the state trade organizations, currently this process
is free, which radically changed the level and the directions of the
integration. Currently, the following Georgian scientists are occupied
with researching the above-mentioned issues, i.e. Papava, Abesadze,
Asatiani, Archvadze, Baratashvili, Sartania, and others.

While working on the paper it was clarified that separate
researchers as well as the representatives of various business structures
had expectations for improvement of the economy. A special focus was
made on activation of the investments and the development of the
fields containing the export. A number of external and internal
economic factors require further accomplishment in the development
of the business, which made our research more actual.

At the contemporary state the necessity for developing priority
fields and market infrastructure was created, being of utmost
importance for the development of Georgian economy in the long-
term prospect. Under the influence of the globalization, the growth of
the entrepreneurial forces at the world scale and diversification of the
activity of trans-national corporations, limitedness of the natural
resources and the study of the business structures and development
issues of separate fields of the economy by applying advance
technologies is important at the country as well as at the regional
level.

Currently, the development level of economy in Georgia is far
from the desired one. Business activity is rather low, the level of
unemployment is high, the inflation rate is increased, and national
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General description of the work

Actuality of the topic: Under the conditions of the world
globalization the problems of raising the tendencies for developing
national economy and competitiveness represent one of the basic
directions of the science of economy. These issues are attached a
particular significance in the countries with transition economy,
among them of course in Georgia.

Study of the tendencies for development of the national economy
is absolutely essential for objective evaluation of the contemporary
state and defining future directions. The actuality of the issue is also
increased with the fact that an accelerated and irreversible process of
globalization requires justified responses to the vitally important
challenges for us.

Despite of the confrontational nature of the globalization,
isolation of the country with global economy does not consider non-
application of one opportunity and privilege, therefore high degree of
involvement in contemporary world economy and multilateral useful
economic relations represent a pre-condition for forming a strong,
steady national economy.

The issues of building and developing national economy were also
widely discussed in Georgian Economic Literature. Fundamental
researches around these issues were undertaken by famous Georgian
scientists, among them A.Gabunia, G.Melkadze, G. Mshvildadze, D.
Dzneladze, G. Malashkjia, T. Chikvaidze, I. Meskhia and many others.
Though, a number of issues which could not have been totally
highlighted before the period of restoring country’s independence
were developed at the current stage. An innovative approach towards
the above-mentioned issue was conditioned by the fundamental

changes occurring in Georgian economy during the last decades.
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