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economy wasaffected byvariousimpediments, includinginflation,
overproduction, wars and conflicts, anomalous processes, and
more. At the beginning of 21st century, international economic
and social characteristics were hampered by a global process
called the pandemic which is caused by the COVID-19 virus. The
pandemic was massive, rapidly spreading, and unpredictable in
nature, affecting both developed and developing countries alike.

The impact of the pandemic on the economy is manifesting for
longer than science and government figures can imagine. In the
first 5 months of its inception, it directly affected up to 4 billion
people. Supply and demand have plummeted, unemployment
has risen, financial and resource problems have plagued more
than one large company, sector and industry, trade and economic
relations between countries have been disrupted for a long time,
millions of people have died, and market relations have collapsed
in some countries.

The international economy pandemic (COVID-19) has
posed significant problems. The main challenges remain scale,
unpredictability, rapid spread and other unknown factors. This is
probably why different countries use unconventional, different
and often hasty measures to compensate for economic damage,
the main thing for them is to save lives.

However, the pandemic period lasts much longer than
expected, states will develop strategies for economic recovery.
Georgia is among them.

Measures are being taken in the country to ensure the
maintenance of investment importance, alleviation of priority
sectors and areas, infrastructure, social parameters, employment
problems.

The present paper sets out the author’s views on these issues,
analyzes the approaches of some countries, and substantiates
the issues of developing special mechanisms for the regulatory
role of the state and the new regime of economic regulation.

Keywords: Covid, Pandemic, Restructuring, Global,
Diversification, Strategy, Region, Municipality.
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INTRODUCTION

Despite the measures taken in Georgia, the
delays caused by the COVID 19 pandemic, the
damage to the economy and human well-being are
still unpredictable and growing. Measures taken to
save lives and prevent the spread of pandemics - a
significant blow to the economic development of
the country. [1]

The economic consequences of COVID-19 have
proved to be a difficult challenge and a significant
threat to the world and to Georgia, and not only to
world health but also to the global economy.

According to the Asian Development Bank, a
pandemic of S 77 billion (0.08% of GDP) to S 347
billion (0.4% of GDP) will hurt the world economy.
According to the latest analysis proposed by the
UN, the global economy will shrink by at least 2.5%
after COVID-19, and the damage will reach about
trillion dollars. In the worst case, that number
could double. The biggest damage will be done
to the countries that export oil and other goods.
The economic growth rate of such countries is
expected to decrease by at least 1%. [2]

According to the OSCE report, the world
economy will shrink to 2.4% from the predicted
2.9%, which will be mainly due to the decline
in world trade. Rabo Bank’s Knowledge Centre
reports even more negatively on the expected
results and expects the global economy to shrink
to 1.6% (at worst to 0.2%). Emerging economies
should also expect significant financial losses. In
just one month, direct flights to China and Iran
were suspended.Flights also suspended between
EU countries as well. Although expectations are
different, mainly the economicimpact on countries
will develop by the following logic: the main
economic shocks will be received by the countries
with the highest rates of COVID-19 prevalence,

followed by the countries whose economies are

most dependent on tourism, oil and other Exports
of goods will continue to have a negative impact
on the economies of their partner countries. [3]

Given the above, to determine the potential
impact of COVID-19 on the Georgian economy,
let’s analyse the country’s economic structure,
partners and potential risks. We focused on
the key sectors that are characterized by high
economic permeability, which are the main areas
of formation of a single gross domestic product,
including sectors such as tourism, foreign direct
investment, remittances and foreign trade. [4]

China, as the primary location for the spread
of the virus, is considered to be the most infected.
The economic consequences that followed the
spread of COVID-19 have had a very severe impact
on the Chinese economy. According to data
released by the Chinese Customs Administration,
China’s foreign trade fell by 11% in the last two
months (exports fell by 17.2% and imports by
only 4%). China’s trade with its largest partners
also declined significantly: the European Union
(14.2%), the United States (19.6%) and Japan
(15.3%). It is also noteworthy that in the last two
months, China’s foreign trade recorded a deficit of
S 7.09 billion (in the same months of the previous
year, the increase in foreign trade amounted to $
41.45 billion). [5]

According to China National Statistics, China’s
manufacturing index fell 14.3 percent to 35.7
percent in February, which was conditioned by
halted production by regions, extended vacations
and quarantine conditions. According to a study by
Kaixin, the production index fell to a record low of
40.3% in February. The Asian Development Bank
forecasts that the COVID-19 epidemic will cost the
Chinese economy $ 42 billion at worst and that
GDP will shrink by 1.74%. More negative results
are expected with the forecast of Rabo Bank,
according to which the growth of the Chinese

economy will be reduced to 2.4% instead of the
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assumed growth of 5.7%. [6]

According to Bloomberg, in the three months
to March, economic performance will be lower
than in the same period last year. The COVID-19
pandemic has had the worst impact on Italy among
European countries. According to a February
review published by the Italian National Statistics
Agency, «the Italian economy is declining.» In the
4th quarter, GDP decreased by 0.3% compared to
the previous quarter. The number of employed
decreased in January compared to December and
the number of unemployed increased slightly. In
February, the consumer price index across the
country also increased by about 0.4% compared
to the previous month. January export growth of
2.3% was lower than the same period last year (+
3.6%). Imports decreased significantly in January
(-0.7% compared to + 6.1% increase in the same
month of the previous year). [7]

According to the OSCE report, the Italian
economy will continue to stagnate and will grow
by 0% this year. This forecast was updated with
the release of COVID-19, before that there was an
expectation that the Italian economy would grow
to 0.4%. Much more negative are the expectations
of Rabo Bank, which forecasts a decline in the
Italian economy to -1.6%. The Italian government
has allocated S 28 billion to alleviate the crisis and
reduce the negative effects of the pandemic. $ 3.9
billion allocated from the budget for economic
stimulus will be spent on subsidizing health
services, while $ 11 billion will be spent on helping
families and employees. With the stimulus to
the economy, Italy’s budget deficit will inevitably
exceed the EU limit (3% of GDP), which is likely
to be the subject of appropriate response in the
European institutions. [8]

Germany, like Italy, is one of the leaders in
the number of COVID-19 cases in European
countries. A review by the Kail Institute predicts

a recession in the German economy of -0.1%,
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which is significantly lower than expected in
January (+ 1.1%). Particular damage will be done
to the German economy in the first two quarters.
And from the third quarter, the German economy
will return to the previous bed. According to
Rabo Bank, the recession will be more severe for
Germany and the economy will shrink to 0.3%.
Demand for private sector services / products is
also expected to decline in the first half of the year.
While household income will increase by about
2.3%, fears of a pandemic will still reduce private
consumption. According to the Kail Institute,
consumption will decrease to 0.5% in the first half
ofthe year. Negative expectations apply to business
investments, which are expected to decline to
0.9% year-on-year. For the first time since 2008,
the Kail Institute expects 1% recession in exports.
While a rapid recovery of the export sector is
expected, the losses incurred in the first half of the
year will not be offset by the positive results of the
second half. The impact of the pandemic on the
German economy is characterized by a forecast
of V-shaped rehabilitation, which means that the
downturn will be strong and painful, although the
rehabilitation of the economy and its return to its
original levels will be possible in a short time. [9]
The high vulnerability of the Georgian
economy to the coronavirus pandemic is due
to various factors. First of all, it is related to the
structure of GDP, where the largest share in the
sector comes from the economic activities that
were most affected by the coronavirus - such as
wholesale and retail trade (13.9%), real estate
activities (11.4%), construction sector (8.3%). )
And financial-insurance activities (6.1%). However,
the stagnation of the tourism sector, which has
been considered a cornerstone of economic
development for years, has dealt a significant blow
to both the labor market and the stability of the
lari exchange rate - financial capital from tourism,

remittances and foreign direct investment.
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Another circumstance that led to high
economic destabilization under the coronavirus is
related to the structure of the labor market, where
the number of employees is equal to the number
of self-employed in the informal sector, while the
number of self-employed is high. Proportion of
employees in precarious and unstable services,
such as service sector, seasonal employment
or other. Under these circumstances, it is not
surprising that a radical increase in unemployment
is expected, where 30% of the total number of
employees are at high risk of losing their jobs,
while 83.5% of the self-employed will have to
deal with falling incomes and reduced economic
opportunities.

We have a situation in Georgia today, when
our balance of payments largely depended on
the tourism sector and remittances from abroad.
Added to this was the country’s negative trade
deficit (the difference between the country’s total
exports and imports), which was largely offset
by tourism and remittances. And today we are
facing a domino effect of crises - the collapse of
tourism has increased unemployment, falling
incomes, reduced overall domestic demand and
consequently reduced budget revenues. Added
to this is the problem of lari balancing and the
growing negative impact of dollarization on
households or people who have borrowed in
dollars (approximately 70% of total loans issued).
(10]

Today, the issue of financial and banking
sector survival is high on the agenda, as they
account for the largest share of non-core
businesses. Delays in the financial sector will lead
to the suspension of some businesses, which
will further increase unemployment, hampering
the business’s innovative challenges. We believe
that it is important for the state to take even
more effective regulatory measures to maintain

the healthy condition of financial institutions, to
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provide businesses with some kind of guarantee
mechanisms, to create favorable, stimulating
environmental processes.

We believe that three important steps need
to be taken to revitalize the economy - first,
the economic system to ensure a minimum
consumer basket and increase social packages,
the introduction of unemployment compensation
mechanisms; On the other hand, it is important
to understand what type of economy we have
and to start developing and implementing a
strategy for structural change. This process should
address the investment policies of all sectors and
areas, the priorities of targeted programs, the
principles of diversification. The third step should
be to develop a consistent political vision and
approach to economic development, the purpose
of international investment attractiveness, to
raise the image of the domestic business with the
optimal involvement of local resources. [11]

All of the these will have more potential
than just an attempt to stabilize .The state can
use different ways of intervention. An example is
the approach when cash is given to families (this
is referred to as” helicopter money” and is used
by America). Such approaches could solve short-
term problems and significantly stabilize their
income, although this would not be an in-depth
answer to existing problems. The state should try
to provide investment for the transformation of
the economy, we mean the initiation or support of
economic projects (infrastructure, manufacturing,
industrial or other) that provide employment and
income for people, as well as restructuring the
economy. [12]

Unfortunately, our country does not yet have
a long-term strategy for economic transformation,
therefore, opportunities for the development
of priority sectors, professions, regions,
municipalities, the main characteristics have not

been developed.
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The pandemichasbroughttothe fore economic
and social problems that have accumulated over
the decades. From an economic and budgetary
point of view, this is a problem of small incomes -
the ratio of tax revenues to GDP was only 22%, and
gradually it will decrease even more. In terms of
taxes, this is a limitation of the tax base and unfair
distribution - the state does not use levers such as
property taxes (a very small share of total budget
revenues come from this tax), profit tax (according
to which Georgia is the third largest in the world,
if only the total budget). 9.9%, which is a fairly low
rate), and a progressive tax, which would be the
budget revenue extracted from employees in the
most high-income sectors. We should not forget
to pay dividend tax, which is up to 5% today. The
state tax system, which should become one of
the main tools for mobilizing and coordinating
resources, needs to be changed. In the social
direction, the other side of the delays is also the
underdeveloped employment market structure.
In particular, the high rate of self-employment,
which not only creates an army of low-income, but
also leaves such people behind the social policy of
the state and creates problems in identifying these
people. [13]

Under the coronavirus, it has become
legitimate in almost all countries to talk about
the role of the state in the economy - primarily
in the healthcare sector. The current success of
the healthcare sector is not directly related to the
health of this sector, but to the correct positioning
of the state and the high professionalism of the
individuals here. Increased demand for business
promotion by the state was also on the agenda.
However, we should not look at the policy of import
substitution or promotion of local production
unequivocally positive, as it can be accompanied
by many dangers. There may be a danger that
certain businesses will start «hunting» for state

protection for unscrupulous motives. Coronavirus
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has shown us that elites are no less concerned with
these problems than other members of society.
Therefore, our function in these conditions should
be maximum involvement in the processes, so
that the current changes - the active participation
of the state in economic policy, health policy, or
labor relations - are not temporary and one-time.
(14]

We believe that the emergence of a significant
amount of free cash resources in the country forms
the basis for lobbying for spheres of influence and
subjective interests, for example, information on
spending $ 4 billion after the August war is still
missing because it was an opaque process. The
society should demand from the state that the
processes be as transparent as possible. If the
banking policy established so far was not focused
on financing the real sectors of the economy and
their motivation was consumption financing (for
example, from 2003 to 2020, 49% of loans were
issued to households, 16-17% to trade, 12% to
production and 1.5% to agriculture), today, due
to the coronavirus, they will have to rearrange for
the priority development of agriculture and local
production. The most important thing here is what
the restructuring will be like and what the role of
the state will be here. Due to the fact today the
state does not have the mechanisms to ensure the
placement of monetary resources in the economy
and is forced to use banks, the coordinating role
of the state should be sharply increased. In this
process, it is also important to completely rule out
corruption and misconduct. [15]

Inourview, investing large sums of moneyin the
economy and the agricultural sector at the same
time can lead to two negative processes: extreme
farming, which can lead to economic inefficiency
(for example, many small businesses produce small
products), or, in some cases, extreme business and
create the problem of monopolies. The role of the

state is important here, so that neither efficiency
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is low nor social inequality increases. It is with the
active involvement of the state that various social
problems can be solved.

The pandemic has also shown the shortcomings
that the economy has with its structural
arrangement, financial system, social policy, and so
on. If we talk specifically about currency stability,
price changes and the policy of the National Bank,
there are also threats related to the depreciation
of the lari, rising inflation and the reduction
of the country’s reserve resources. It became
necessary to finance foreign programs in foreign
currency to finance emergency programs. The
current situation has convinced us that without
foreign debt, Georgia could have mobilized very
few resources within the country. Unfortunately,
the anti-crisis plan proposed by the government
envisages that today we are talking not about
solving the big and accumulated problems, but
about postponing them. An alternative to this
would be its main distinguishing feature from the
formation of development financial institutions
from a commercial bank would be that such
institutions are not a priori profit-oriented and
typically invest in areas of the economy that may
be risky and priority. [16]

The problems posed by the coronavirus
have once again shown us that the existing
social protection systems are at odds with our
First,

the crisis highlighted the need for basic income

economic situation and human needs.
insurance, which is the most acute today for
people who have lost their jobs and become
unemployed. Here we may not necessarily be
talking about unemployment insurance, but rather
its alternative, which involves unemployment
benefits. Unfortunately, today we only have a
subsistence allowance system, which is the only
social security net and whose structure leaves a

large proportion of people behind that net. [17]
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It would be appropriate to discuss not
the simplification of the existing subsistence
allowance procedures, but the introduction
of an unemployment benefit, which will be
financed from general taxes and the budget. The
difference between an unemployment benefit
and a subsistence allowance is emphasized here
- the person receiving the unemployment benefit
is involved in the job search process and is helped
by employment agencies to find a job, undergo
various trainings and be professionally trained.
Accordingly, the recipient of this allowance is
considered a job seeker. We consider it important
to strengthen the integration of private and state

resources.

CONCLUSION

1. Develop a strategy for economic
transformation and diversification and monitoring
standards, tools, including at the regional level;

2. Develop mechanisms for the integration of
private and state resources and effective relations
in order to alleviate the economic and social
problems caused by the pandemic;

3. To expand the scope of joint targeted
programs in order to improve the priority areas
and to define effective mechanisms for their
implementation;

4. Determine the scale of the main pandemic
mitigation projects and manage the necessary
resources to be provided by local structures taking
into account the specifics and specifics;

5. We believe that in order to overcome the
challenge of the post-pandemic period, the role
of the state regulator and stimulus should be
increased in the direction of effective use of
local resources. Accordingly, the development
strategies of municipalities (regions) taking into

account the new reality.
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INTRODUCTION

organizations operate in a changing
environment and constantly have to deal with
new challenges. Of course in such an environment
the main thing is optimal resource management.
Recently, more and more scientists agree that
human resources are unique. That is why the
person, his needs and expectations became the
starting point of the organization.

This process has contributed to the growing
importance of the sciences related to human

resource management. “With the recognition

of people as the only sustainable resource
for competitive advantage and subsequent
institutionalization of practices like linking

employees’ performance to the strategic intents
of the organizations, performance management
practices have now been recognized as a high
priority human resource management function.”
[1] Performance management acquired special
significance during the Covid Pandemic. “Forced
staff

production interruption, in some cases closing of

remote working, reduction, temporary
the plants because of the imposed lockdown are
only some of the experiences that have literally
shaken work processes, roles distribution, job
demands and performances.” [2] Organizations
have found themselves unprepared for this whole
new reality and it primarily damaged people and
their psyche. In such conditions, it is difficult
to manage performance and create conditions
for employees to maintain a positive attitude.
Constant stress and tension negatively affect the
human psyche which increases the possibility of
conflicts. This is why proper management has a
significant impact on performance.

The purpose of this article is to highlight the
impact of conflict on performance management
based on the analysis of various studies. It is
important to determine not only the impact

of conflicts, but also to determine whether

18

performance management itself can cause

conflict.

THE IMPORTANCE OF PERFORMANCE
MANAGEMENT

‘Performance management is a continuous
process of identifying, measuring, and developing
the performance of individuals and teams and
aligning performance with the strategic goals of
the organization/[3] Traditionally, the function
of performance management has been to
assist HR in making decisions about promotion,
evaluation, and recruitment. “With the realization
that people are the only sustainable drivers for
achieving organizational excellence, performance
management perspectives have changed, and
HRD activities

like identification of training needs, providing

today it encompasses crucial

performance feedback directly to employees
to enable them to make an informed choice
about their career development opportunities,
etc” [1] Modern performance management is
related to strategic management, the formation
of organizational culture and meeting the needs
of a changing environment. It Contributes open
communication and constant feedback, in which
employees know their strengths and weaknesses
to improve them. “People in this process become
more self-managed and autonomously focus on
self-development to build their capabilities to
achieve the results.” [1]

Numerous studies show that performance
management has a significant impact on an
organization’s success. Research conducted by
André A. de Waal and Béatrice I.J.M. van der
Heijden found a positive correlation between well-
developed performance management systems
and high-performance organizations. “Moreover,
based on the findings of our study, there is more
insight into the order in which the PMA dimensions
have to be improved in order to optimize the

chance to strengthen specific HPO factors.” [4]
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Performance management gained special
importance during the Covid Pandemic, both inthe
public and private sectors. Falconer Mitchell and et
al (2021) discussed the example of three European
countries: Italy, Germany and the UK, to determine
how they used performance management during
a pandemic. Research has shown that a country
that had a better performance management
system got better results. “The results indicate
that where the performance management system
facilitates effectiveness in developing, integrating
and applying the four dimensions of PC, a relatively
higher level of action success in safeguarding the
population is attained.” [5]

CONNECTION BETWEEN PERFORMANCE
MANAGEMENT AND CONFLICTS

Traditionally, conflict is bad and managers
should do everything to avoid it. But over time this
view has changed and organizations understand
that conflict in society is an inevitable event.
“While the behavioral approach accepts conflict,
the interactionist view encourages conflict based
on the belief that a harmonious, peaceful, tranquil,
too-cooperative project organization is likely to
become static, apathetic, stagnant, and unable to
respond to change and innovation.” [6]

There is a lot of research to clarify that conflict
negatively affects on employee performance. The
study, carried out by Tariqg and Rehman (2020),
“provides insights on comprehending the critical
challenges being faced by construction companies
which inhibit the organizational performance in a
developing country like Pakistan” [7] The research
came to the conclusion that Conflict Management
Effectiveness has significant positive effect
on organizational performance. Another research
conducted by K. Khan et al (2016) shows the
connection between low productivity and the
effects of conflicts. “The variable low productivity

comes out to be as an important effect of conflict
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because when employees are dealing with conflicts
they cannot fully concentrate on their job tasks.”
[8] Dr. David Nash and Dr. Deborah Hann found
that “The adoption of inter-employee conflict
management policies is associated with the use of
broader HR strategies such as high-performance
work systems.” [9]
One of the elements of performance
management is feedback. “In systems engineering,
feedback transmits information on performance
from one part of a system to an earlier part of the
system in order to generate corrective action or to
initiate new action.” [10] Mathew R. Hammerstrom
et al (2021) said :"Our findings demonstrate that
feedback incongruent with prepotent meaning
affected performance and two neural signals
associated with feedback evaluation. Specifically,
we observed a decrease in response accuracy
and a decrease in the amplitude of the reward
positivity when feedback was incongruent with
meaning.”[11]
Unfortunately, in some countries, neither
conflict management nor performance manage-
ment practices have been established yet. For
example, research carried out by N. Paresashvili
et al (2017) found that conflict management is
at a low level of development in both public and
private organizations. They mentioned:” This are
very important findings, as this can be the main
reason organization does not achieve its desirable

outcomes.” [12]

CAN PERFORMANCE MANAGEMENT
RESOLVE CONFLICT?

Conflict in an organization can be caused
by a variety of factors. for example lack of
communication, understanding, trust, respect and
etc. Kamran Khan and et al (2016) noted as a result
of their research, that “the variable differences in
goals comes out to be as an important cause of

conflict because when differences occur in goals
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and job tasks between employees it creates
conflicts in between them because differences of
in goals creates difference of ideas and opinions
which lead them towards conflicts.” [8] Also, study
conducted by N. Paresashvili et al (2021) showed
that “As it was predictable due to the socio-
economic level of the Country and restrictions
related to Corona Virus, salary and non-stable
emotional level of the employees are on the
second and third places (20% and 16%).[13] “But,
people realize more, that instead of competing,
it is better to collaborate. It seems, they realize
context of the conflict and the view of opponent
so, that feel more empathy and they choose
collaboration.” [14] Another study, which was
carried out before the Pandemic, found different
reasons of conflict “in Georgian reality, survey
results showed that the main reason is working
environment and conditions (46.7%). 28.3% said
that different values, views and interests cause the
conflict in organizations.”[15]

One more factor that causes conflict is injustice
and discrimination. “Much of the conflict that
occurs in organizations is probably due to the
relatively minor injustices that are inevitable in
daily interactions.” [16] The conclusions reached
by N. Paresashvili et al (2021) following their
research were “as statistical analysis shows, we
have received many negative answers regarding
the issues of discrimination and this should be
taken into consideration while decision-making
and leading the management of the organization
efficiently.” [17] Another study was carried out by
Paresashvili et al (2020) found that: “As evidenced
by the research, most respondents recognize
competition, violation of the principle of fairness,
discrimination, different assessments of events
and processes by individuals, and more the causes
of conflict.” [18]

Performance management is now more

integrated with the strategic goals and objectives
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of the organization. at the same time performance
management serves to enhance the performance
of individuals. “PMS processes further get
reinforced with the integration of individual
and organizational objectives.“”[1] Performance
management cannot be effective without
performance appraisal. “It helps organizations
assess where they stand vis-a-vis their competitors
in terms of effectiveness in performance.
Appraisals do not just reduce the individual
performances into some quantitative data, they
measure and rate the individual performances
with one another, and in the process facilitate
in taking performance related decisions, such
as employee development, promotion, transfer,
compensation design, etc.“[1] To accomplish all
of the above, open communication and constant
feedback is essential.

So, if an organization has a performance
management system it means that all decisions
regarding employees are based on performance
results which exclude discrimination and injustice.
A well-developed PMS takes into account the
expectations and goals of the employees, while
the roles are clearly defined and most importantly
This is

more important in the context of globalization,

it ensures constant communication.

LIt is necessary to form and develop effective
intercultural communication with representatives
of other cultures.“[13] Vijay K. Verma (1998)
considers that: ,one of the ways to resolve
the conflict is Open communication should be
encouraged to help individuals involved in the
conflict situation be more objective and prepared
to deal with the situation.”[6]

CAN PERFORMANCE MANAGEMENT
CAUSE CONFLICT?

As mentioned above, traditional performance
management includes performance appraisal, the

results of which are discussed at meetings where
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employee performance is compared. Studies show
thatthisisanuncomfortable processforemployees,
even if their performance is high.” The traditional
PA is frequently ineffective for improving a
person’s job performance and may have a negative
effect on an employee’s job satisfaction.”[19]
Sometimes this can lead to interpersonal conflict
and demotivation of the employee. “Conflicts
developed by performance appraisal systems tend
to breed distrust among employees, supervisors,
and within the organization; and conflicts occur
at many levels.”[20] This is why new approaches
to performance management pay less attention
to ratings and annual reviews. It focuses on
feedback,

frequent communication between managers and

establishing  constant developing

employees.
CONCLUSION

Tosumup, It’s clear that conflict has a significant
impact on performance. Organizations should
strive to implement both effective performance
and conflict management. Because one of the
ways to gain a competitive advantage is to focus
on human resources.

As mentioned above, conflict is a natural

phenomenon in society and healthy conflicts can
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increase innovation and even performance. “In
today’s world, after closing so many businesses
and decreasing jobs, emotional stability of the
people get worse. It makes for organizations and
managers more challengeable to manage conflict
situations.“[17]
has the ability to prevent destructive conflicts,

Performance management
which is caused by injustices, discrimination and
etc. It can improve organizational culture and
environment as “performance management is
a continuous process of identifying, measuring,
and developing the performance of individuals
and teams and aligning their performance with
the strategic goals of the organization.” [3] But
sometimes performance management can cause
conflicts too, especially traditional performance
management, because it includes performance
appraisal. Comparing peers’ performance at the
performance review meetings is not pleasant
process. Of course, the impacts of performance
management and conflicts require further study.
Especially now, because Covid 19 changed many
things, people live in constant fear and stress, most
of employees work remotely and etc. These can
change factors that cause conflicts. Covid19 has
put performance management in new challenges

too. All these factors should be taken into account.
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INTRODUCTION

Stress is an inevitable part of work life,
which is why it is often the subject of study and
observation by researchers in various disciplines.
It is found among employees of organizations
operating in both developing and developed
countries. High levels of stress have a negative
impact on a person. Chronic stress can «burnout»
a person and cause serious damage to his health.
Clearly, in this case the employee will no longer be
productive for the organization and will not be able
to make an appropriate level of contribution to the
achievement of strategic goals. Consequently, for
business stakeholders, this is a very topical event.

The importance of employee health, well-
being and stress has been made even more urgent
by the 2020 pandemic. No industry is stress free,
but some face with it more than the others. Most
organizations have tried to continue to function
normally and avoid complications caused by
pandemics through remote work. The traditional
‘work around the clock’ concept has subjected to
a paradigm shift on account of alternative work
timings and patterns of the twenty first century
work environment. Work today is ‘result oriented’
rather than ‘people oriented’ [1]. However, this
proved impossible for the majority of people,
mainly employed in the manufacturing sector.
Consequently, this sector still faces a significant
challenges. For example, the second year in a
row, enterprises have been forced to compensate
isolation to the employees, except hospitalization
or infection with Covid19. If infected/isolated
person works in shifts, employee who is working
instead of him at overtime is under the risk
of increasing stress level, burnout and have
negative impact on his health. Constant labor
shortages reduce the labor productivity of current
employees as well. The main problem in Georgia is
that people face with all organizational problems

without preparation.
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UNDERSTANDING STRESS -
LITERATURE REVIEW

There are different definitions of the workplace
stress. For example, Jeremy stranks defines
it as following: ‘work stress is a psychological
state which can cause an individual to behave
dysfunctional at work and results from people’s
response to an imbalance between job demands
and their abilities to cope’. It arises when people
try to cope with tasks, responsibilities or their
forms of pressure connected with their jobs, but
encounter difficulty, strain, anxiety and worry in
endeavoring to cope. [2] Tatyana Khutornianskaia
sum ups, that occupational stress can be defined
as a stressful state of an employee that occurs
when he is exposed to emotionally negative and
extreme factors associated with his professional
activity. She shares the classical definition given
by Selye, that stress is a complex of nonspecific
adaptive reactions of the organism to any demands
made upon it due to the influence of stress factors
that have entailed a violation of its homeostasis.
Nonspecific reactions are adaptive actions aimed
at restoring the initial state of the body, produced
by specific effects on specific stimuli [3]. People
experience stress differently based on the
individual reasons. All persons have their own life
path and own perception of an event or situation.
Scientists differ two types of a stress. First, when
human views a situation negatively, he/she will
likely feel distressed—overwhelmed, oppressed,
or out of control. Distress is the more familiar form
of stress. The other form, eustress, results from
a “positive” view of an event or situation, which
is why it is also called “good stress.”[4] Eustress
results can be stimulating, thus enhancing work
performance and positively encouraging workers

to make efforts.[5]
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WORKPLACE STRESS IMPACT ON THE
EMPLOYEES

Workplace stress is defined by free medicine

relationships at work, organizational structure
and climate. How all these will be perceived is
depended on the individual characteristics of

the individual like level of anxiety, neuroticism,

dictionary as “work-related mental tension,
Sources of stress at work Individual Symptoms of Disease
characteristics occupational
Intrinsic to job: il health
Poor physical working conditions
Work overload €
Time pressures o ;
Physical danger, etc. THESdieitet DISESG Yiood prassme ] T
i heart
Roale in Eration: u:;::i::y Systolic bicod pressure i
B > ” Cholesterol level
Fespcamtsity for paole st
Confiicts ational boundaries neuroticism o Heart rate
(intemal and exdemal), etc. /I Tolerance for Smoking
Career development: ' SOy Depressive mood
e e
Lack of job securily mm Escapist drinking
KTPIARRGS S DRiof; e, ¢/ ' Job dissatisfaction
Relationships at work:
mm@imm / FAO.
subordinates, or colleagues . Fatigue
Difficuities in delegating responsibility, etc. P e Mental
Organizational structure and climate: sources of stress: Abtersasnm —) :mm
Little or no participation
in decision making Family problems P Bapaan, e
Restrictions on behavior (budgets, efc.) Life crises
Office politics ‘ - Financial
Lack of effective consultation, etc. difficulties, etc.

Figure 1. Workplace stress model [10]

which causes exhaustion, insomnia, muscle pain,
depression, and eventually job burnout.” And
itself burnout is defined as emotional and physical
exhaustion resulting from a combination of
exposure to environmental and internal stressors
and inadequate coping and adaptive skills. In
addition to signs of exhaustion, the person with
burnout exhibits an increasingly negative attitude
toward his or her job, low self-esteem, and
personal devaluation. [6] But when an employee
can manage the pressures of the job and the
possibility to complete a task is substantial, then
stress can work as a motivating factor [7].

At the workplace there are different types of
stress sources, which can be related to Intrinsic

to job, Role in Organization, Career development,
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tolerance of ambiguity and a behavioral patter.
But all these are affected by extra organizational
sources of stress which itself affect on sources of
stress at work. Based on the mentioned factors,
different symptoms of occupational health is
appeared for each employee. As a result mental
health or coronary hear diseases can be caused.
(Figure 1) [10]. As workplace stress can have so
negative impact on employees, towards the end
of Millennium, attention was paid to the time
spent at work by the individuals. Accordingly,
the necessity of being happy at work became
new subject of interest. The strategic approach’s
main goals have resulted in positive outcomes
for smoke-free workplaces with handicapped

access; nonetheless, the vision of psychologically
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better workplaces has been formed but not yet
fulfilled. The HSE management have standards
which are a systematic endeavor to guarantee
that

on psychosocial

organizations follow recommendations

working variables, such as
workload and management practices, in order to
«reflect a high degree of health well-being and
organizational success» (HSE, 2009). There are
the six dimensions addressed by the guidelines:
Demands, Control, Support, Relationships, Role,
and Change.[8]. Managers should consistently
evaluate weaknesses and difficulties organization
holds in order for them to have an objective

perception of reality [19].

WORKPLACE STRESS IMPACT ON THE
ORGANIZATIONS

Workplace stress causes negative effects to the
whole organization. When employee is under high
stress, his/her normal functionality is limited. He
can hardly perform his duties and performance
quality is quite low. Thus, we can consider
that workplace stress reduces organizational
productivity as a whole. This issue is very actual
nowadays and a lot of researches are conducted
to investigate reasons, connection between
different organizational factors and find out best
possible recommendations. For example, Oboreh
O.E and Okeke M.N have conducted research
about the impacts of stress on staff productivity
in five banks in Awka, Anambra State in 2016.
The study discovered that the most significant
effect of work-related stress on an organization
is a decrease in productivity. Employees that are
stressed are far less likely to devote their efforts
to continuous improvement or innovative issue
solution. Individuals who are coping with stress
and are in self-preservation mode prefer to spend
their time and energy doing the absolute minimum
to keep up. Furthermore, an overworked team will

have less energy to begin with, as stress depletes
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energy storage as well as a person’s physical and
mental skills, according to research.[5]. Kumar
G.G.S and Joy A.J have conducted the research in
Kerala among the software professionals in 2018.
Their findings was unsurprisingly the same, job
stress was reducing the productivity. New finding
in this study was that they defined that the job
performance of the software professionals is
dependent on role ambiguity, salary and rewards,
fear of obsolescence and workload.[9].

The costs of occupational stress to the
organizations are primarily related to sickness
and absenteeism, reduced productivity, worker
replacement costs and training, and additional
retirement costs. There may be further costs due
to damage in production or equipment, costs
in connection with grievance and litigation, and
a potential public loss of goodwill toward the
organization. [10] Ongori and Agola, 2008 based
on their study findings claim that, the outcomes
associated with the occupational stress adversely
affect the organization, especially in reducing
efficiency in organization operations, increasing
employee turnover, and the expenditure of
health costs of employees, low motivation and
accidents. The study findings also confirmed that
occupational stress costs are high and its impact
on employees cannot be ignored. Organizational
failure to manage occupational stress might erode
the organizational profitability through litigation,
morbidity and mortality [11].

MANAGING WORKPLACE STRESS

As it was shown above, high organizational
stress have negative impact on both: organizations
and the employees. It is obligatory from
organizations to identify stressors and predict
the stress increase in order to avoid escalation of
situation. Employers have a responsibility (both
legally and morally) to ensure that the mental

health and wellbeing of their workers is not being



adversely affected by their roles. By developing
and implementing framework to support and
cultivate workplace cultures that understand the
importance of workplace stress, employers can
demonstrate their commitment to their team’s
mental health and wellbeing and maintain team
performance and attendance [12]. One of the best
models for managing the organizational stress can

be Scandinavian model (Figure 2).

Working conditions should provide oppor-
tunities for personal and vocational development,
as well as for self determination and professional
responsibility

Paruk N, 2010 shares her findings the literature
has suggested and claims that in order to have
a healthy organization who copes with stress
effectively, there should to be a match between

workers expertise and needs, an effective

Working conditions are adapted to people's differing physical and mental aptitudes

Employee is given the opportunity to participate in the design of his/her own work situation, and in

the processes of change and development affecting his/her work

Technology, work organisation, and job content are designed so that the employee is not exposed
to physical or mental strains that may lead to illness or accidents. Forms of remuneration and the

distribution of working hours are taken into account

Closely controlled or restricted work is avoided or limited

Work should provide opportunities for variety, social contact, and cooperation as well as coherence

between different working operations

Working conditions should provide opportunities for personal and vocational development, as well
as for self determination and professional responsibility

Figure 2. Principles of preventing work stress in Scandinavia [13]

Working conditions are adapted to people’s
differing physical and mental aptitudes

Employee is given the opportunity to
participate in the design of his/her own work
situation, and in the processes of change and
development affecting his/her work

Technology, work organisation, and job content
are designed so that the employee is not exposed
to physical or mental strains that may lead to
illness or accidents. Forms of remuneration and
the distribution of working hours are taken into

account

CLOSELY CONTROLLED OR RESTRICTED
WORK IS AVOIDED OR LIMITED

Work should provide opportunities for
variety, social contact, and cooperation as well as

coherence between different working operations

management and reward system should exist,
employee empowerment and involvement as
well as support for the domestic and family needs
of the worker as well as a balance between the
needs of all stakeholders should be taken into

consideration [14].

CONCLUSION

To sum up, its visible how big effect can the
stress have for both employees and organizations.
Among the problems which are subject of
researchers’ interest organizational stress is the
most important one as it is directly connected
to the mental condition of the humans and can
finish with strong depression or even suicide
[15]. Nowadays situation gets worse as managers

hardly take attention the stress prediction and
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prevention. Stressed employees can hardly be
engaged and struggletofocusontheir performance
at work. Due to low performance, likelihood of
their involvement in conflict situations increases.
As managers rarely involve in managing conflicts.
Frequently conflict party leaves organization after
this, but if he/she stays it will increase his/her
stress level due to the not overcoming conflict
sources existence. [16] Thus, organizations should
take care about employee well-being more. They
should achieve employee job satisfaction as it
affects a number of organizational behaviors
and can greatly determine employee well-

being [20]. In new reality they especially need

to maintain employee behavior which supports
the new organizational strategy, reality and daily
functioning. [17] Managers have to deal with
more and more difficult tasks on a daily basis,
as the diversity of the workforce makes it more
difficult to combine them to achieve synergy
[21]. Positive aspect in the new normal era is that
people has realized that we are all together in
the pandemic reality, what touches one person,
touches another too [18]. Increasing awareness
and taking care about well-being activities can be
solution to decrease stress level and its impact on

productivity.
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30 BEMOL LddsBOLM gMEbLL, Abmenme 15.5%
LommABobgymMo gM33935 MBI Lsznmbdn
(0b. nogMmads 1). 330Mm335 SobGYMgoL, Mm3
060036g0mm30605 dmbLobangmodol 3bmdngMy-
00b 585mmMg0s, 3MmM3mMmsEnmo 3sbnbobogyod-
@modob bLoznMbxdMSb Gndommydsdn. 33emg30lL
S65MnB0sb 033700900, MM3 LmEosayMmo 3o-
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By BbMMb3sL, 55.2% 9603369emm3b65c0 dnnhbg3L
396mbol o35, 52.2% - ImAbdsmydmabsm3als
domamo bamobbolb 3Mmoydgool dofmegdsty
BMNO35L.

MgL3mbgbdms 60%-m3al ,,dosemnsb dbnd-
3690mm35600” 3m33560700L LmEgosgyMmo 3sby-
boldggommoy, 32.4%-m30lL -,,86033670mm3560%,
6.9%-m30L ,,39M3339mHomoe 3603369mm3e-
60, bmemm 0.7% sx30gdLoMgdl, Mmad sy oby
06009369cm3560 0s N860336750MMS 5B0JbnMN
Lagnobo.

Mmo@ dggbg0s LJgbmdmozn 6ndboo MyL3MG-
6@ 3IM3010Ymal 33emg35L, SdmAHL-
o, MmAd godmzombym Jomamo 60 %-n30lL do-
m0ob 8603365emm3560s 3MB3560700L LmEos-
oMo 3sbYbobdggdmmodal bamabbn, mnomddol
03033 3MmEa6@&mo dsH376703m0 coxadbnm-
0 3533000L dgdmb3g35803 - 59.8%.

o139 LonbEIMaLM aym sLo3MOMN30 X8NRI-
00L EsAM3INYONMIdSE. 39Mdme, sanby,
mmd 18-25 sbogmdMn3 FMmomdo gsdmznmbym
MgLb3mbgb@ms 97.7%-m30l 3603369cm3560
5 dognsb 3603365emm35608 LmgoseyMma 3o-
bnbobAggdmMmdolb 0gds, bmemm 48 Hamb bg-
dmo sLagmdMN3 XauBdo 03037 3sLnbado ss-
gogdboms Mab3mbab@ s 84.9%_0d..

33m330L 3MmEgLbdo o306 MaLno MD-
©9bse 737390 MaL3MbgbEJdn 3MA3s600L
3mM3mMmogonm bmgosanym 3sbybobdggydamm-
0ol 3Mmeyggonl d7dgbol eMmb. Maldmbegb-
& 55.5%-0030L 3Mmendinol d3dgbal 3mm-
39L3n 8603365mmM3560s 3MB35600L 3MM3MmMmo-

41

gopmo  bmgoseymo 3sbnboldggdmmods, oM
sfol 860d36gmm3560 MgL3mbyb@ oy 21.1%-
030b. 23.3% 30 Bonmoomgol, Mmd 3hmendisnal
99d360L ommb dobo30l Momog ,LB3s” BoIBM-
Mo na3mm 9g@o 36033650mm35600.

8odm3nmbymn MyLdmbgbEgdal Loghorm
Momabmonsb 76% B8nohby3l, Mmd 3hmeng-
&00 3os0bensb domom mobbsl, oy 30 nbnbo
dmabdsmyogmb 30593050 domamo bamabbals
3Mhmeyd®L, 56% 30 ynmMomgaodsl o333l 3mo-
3060700l dbMosb g3mammansby BMmPb3sL,
41%-0030lL 36003690 mM35605 3mA35b00ls dbMmo-
©ob  oloddg0nmadal  YBMIOJONL 33,
39%-030L - 3m335600L AbMoEsb Lb3sLLBIS
LmEnsyM 3Mmyd&gddo hshoymmos, bmenm
MgL3mbgbdoms 12% bydmo  hAsdmom3zmom
RdJBHMMIOL o 0:35mMabHnbydl 3Mmmendao-
ol dgdgbals ommb, dgbodsdnbo st gosnbonls
b33 00bbol. smbndbymo sdmingdn-
@3g0s dgbodmgdgmons godm§3gnammo nymb ddndg
93mbmadnzgyMmo dagmdsmamdno, emy35byman
89BdLYMIONM0 MaMmob s BLYdAL Bl
30Mmodgddn, dmabdsmgadmabsm3als dmsezsmas
mxsbol MAgbs, dglodsdoloe oM Pmomb Byco-
07®)0 015660l goobs.

godmzombnam MaLdmbgb@ms 80.6% sibo-
©g0L, Mmd L3gbos
JdgLobgd, Mmdmaydog shogmngymo 33333050
5mbndbym
30063517 9x304L0MOL NoMymBNc 35LYbL.

MaLb3mbgb@os 82.8% dbs sMal, s dg-
0dobmb  3Mmngisons

obgon mMasboboingdols

©5J0My370L, dbmemme 19.4%

08 3m03560700L5356,
Mmmdmgdnyg shogomognmoe 37333050 0b6533-
MmImgol, sldnm BdJ@GmMMse dya3zndmoas
d030hbomon, MmA dbmenme 17.2% sMol dbo
dg0dobml  3Mmendsos 08 3m335607000050,
Mmmdmgdnyg shogomognmoe 37333050 0b6533-
MmIgoL. Labmasemadal BbMNESL XsbLbamo
3mEabEo aonhabl mmasbobosngdl 35meog-
0ymgosl, Mmd Jdg@o 3sLybobdggdmmdam
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©OspM30s 2: glidgbosom oligmo mEsBoBaodoL dglisbgd,
(89003 505900035 99393056 @ogoMsggdumels?

dmg3000mb MmamMmE ologddgdymadl, sbgsg -
0mabdsgdgoL.

3o0m3nmbynm MaLb3mbgb@oms LMnman 1o-
Ma3emMaLlimds Jsbbdgds Ambabmgdgdl, MmA bos-
bgma3Hoxmad Yo gosdzssmmb 0d mMasbnbe-
30sms dndsmo donamds, MmAmydois shmsg-
306 ©sbog8x0mMoms PBMIOJOL s 335§30s0
Loxgzmobolb dgdE3gem 3hmeEyd@L. Mabdmbogb-
&700Lbo30l 3603365MmM35600 gonBomomb Lm-
30seM1Mmo 3sL7bolidggdmMmosLonsb s3s3dnmy-
01mo LonbxrzmMmasgom 3583560700l Momegbm-
095(3. Y39ms B38mo hsdmozmam ©1dnmadsl
Bombobo 7ggMmgb dboml MaL3mbgb@gdals
90Mo3emglimo.

MaL3mMbgb@ms 88.7% smbndbozl, MmA oM
090d9bcs 3MmendEosl abyon 3m33s600L3s0,
Mmmdgmog shogongymo 3J3g3e dmabdsmy-
0gmb.

33em930L 3MmEgbdo dm3sbnbgo Modgbo-
09 8603d3630mm3560 303mogbol 3mmIymomy-
05, Mmdgmos dgbsdmfhBgdmoe godm3znygbgo:

17.2%

B oosh

L RO

bo-3300M0@ AL (chi-square test), 3MyL3om
30m0b BgbEo (Kruskal-Wallis test) oo ghmonxgsg-
&mhymo ©ob3ghboymo sbsgmobo (One Way
ANOVA).

Pomadmangabo A33bL dogf Asdmysmody-
onm 303mnyBoUL:

303m07%Bs 1 - Q 2 dLs30 3go3mgbol sbgbL
Q6 (33eMmobB), Modgbo 360336gcmMmM35600
0J3760030L, Mm3 3m335607300 0y3zbgb Lmgo-
denyMmo  3aobyboldggomgde?. smbndbymo
303mo)Bol  dgLodmHAgomoee  gdodm3nygbgom
I gsgGmMMymo
(One Way ANOVA) domgdnmo gbhomogasb (nb.
gbMmogo 1), bogds sMal byem3sbn, dgbodsdo-

0b3gmbonmo  sbsgobo

Lo sMbndbnam (33eaEldL dmMmol SMLgdmMoL
LEOGNLENIYMo Fogdbodosemymo 353d0Mmn. o0-
906500, 3330330705 303MmmYBs 1: Q2 sbo3n go3-
mgbsls sbegbl Q6 33tmebY, Medybsc dbnd-
3690mm35600 g336030L, MM 3M33560700 0y3-
696 LmgnsmMmnmo 3sbnboldgydmgdn?.

gbMmago 1: ghorxzsdG&mMnmo eab3gmbonmao sbagmabo (One Way ANOVA)

sbs 30
Sum of Squares df Mean Square F Sig.
Between Groups 25.287 3 8.429 7.781 .000
Within Groups 436.541 403 1.083
Total 461.828 406
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303m0ogBs 2 - Q1 LJgLo go3zamgbols Sb7bL
Q 11 33@obB7, 330d7beno 00y oMo 3Mmen]-
305L obgono 3m33s600Lgeb, MmMAgmoE SMog-
0039M3 973335 0106533MmMIM7oL; sbndbn-
0 303mogbol dgLadmHdgdomac godm3nygbgom
301L3om 30mab Gabo (Kruskal-Wallis test), do-
mg09mo sbMomoo (nb. gbMomo 2 ) 3bgezm,
mm3d 5bndbnm 33emMagdL dmmal g3543L LEs-
&obBosnmow 8b60d36gmmssbo 3o3dn0Mmo 0.05
mbgby, Lngds Gmns 0.024. s8)bs, SIE)-
30300 303mogbs 2: Q1 bggbo 3o3egbsl sbeybL
Q11 33mob), 930dabcom 0y oo 3MmeydEo-
b 0Ly 3M335600Lasb, MmAgmMoE sMogmngy-
Mo 973339 08b53dMMAMIdL?.

BHMOMA 2: IMILI3SMN 35INNL SILSN
(KRUSKAL-WALLIS TEST)

LJgbo
Chi-Square 5.076
df 1
Asymp. Sig. .024

a. Kruskal Wallis Test
b. Grouping Variable: q11

303mmngbs 3. Q4-donmnomyom 0J3360 3meo-
60L oMby 3mM3mMmagoymo bLmzosemyMo 3o-
UL1boLAglxdMmMOnL 3603367MMOSLNSE s 353-
doMy0000 go3mgbsl sbgbl d73caa (33eMoCo-
b9, Q11- 330d3600 00y oMo 3MmENIBL abgoo
3m335600Lgeb, MMAgmoE ob6s3IMM3IMgoL
dMdgN03Mmoe g3ymmos?. smbodbymo 303m-
0)Bol dgbsdmfAgdmece godmanygbgon 3MmL-
Go0mogomo sbomabo. Bobdo bo 330Mod
AabBoL hommzoom dozomgor mmo gbMogo.
bo 33500M0® GaLbEob gbMomols dobge3z0m,
33mol  dmMmol g3043L dogdLodsemnmo LEo-
&obEosnmo 303d0Mmn 0.001 mbgyby. dglodsdo-
Lo 3®3030705 3n3mogbs 3: Q4-donmomgo,m
073360 3mEbol mby 3mMm3mMsgonmo Lmgo-

43

senyfo  3sbnbobdggdommonl 3603369mmMoOSL-
0156 ©535390M71000 o3 gbsl sbegbl 8383
33mobBy, Qll- dgndgbo oy shs 3MmEnIEL
obgon 3mB35600L3gsb, MmAgmoE 0sbs3dMma-
9ol sMmogonsnmmoce g3ymmods? h3gb Bogm ho-
GoMgdymo 33m330L sbagoBals s cgmMo-
o boznbgdol gobmodal dgdcga d33081ds-
3900 Mydgbndy 3603365emm3560 Mg3madgbos-

30o.

©HL336300 LS MISMIIERSBNION

1. 3x0dMmodm, mmd Lajdosmo3zgmmb 3obm-
60 ,Lymbsmnol/sbm3gmol boz3g00l H36gdMM-
00l, 39@9M0bomnnbys s AEgbofmgms o330l
3megdbda” gofamomo xomndgdal Momegbmods
5M5500339@M0s 00BbxLM3gMoGmMydoL dngm
hogbomaon Ladsmmomesmm3g3nl. dnag3shboy,
Mmd ssdnsbn, Mmdgmoi 833bg0nme of3-
ol dm8b3sMIOIM 3oBYFIOYM, 353sLYM,

56 dogomomo snEalbgma Homdmadszmnm-
00b bbb, s3BoaxdlL Lo33gdoL dgnlodsdm 3o-

Mmmodgddn, Mol dgwyges ImAbIsMgdmals
X9063Mgemosl 1jabol Loxzmobgl, 8603367-
@m35608 anLoxXML 89339 NMo, Mo8y0Y
53305060 Logmibang, MmAgmbsg Logmobgl
1306056 gogomadaom BoLgnmos 300Mg 3Mb-
3M3@mo xoMmnds. s8gbsce dng3shbns, Mmd
9bgo3L M3sLybobidggdmmm doBbaL M3gMmo@mMl
LB SIME 36 goM339NMON 359000 YbY 873M-
doammb 5bndbnam Lazghmmdo Ldgdd0sbmdy. S0-
335Mn ©ddm30g0myds mobrgbl dbgssLn
B3JG00L 306009 0858c0g d5830M70sL.

2. mMasboboEngdds 3oMmgs 7bs goo-
0030Lmb, MM3 3mM3mMsgonmo Lmgonseymo
30b1bobdggdmMmmods oM HomBmowggbl 3gomom
6700Ld S NOMIMME 3TN0 EIbTSMYdNL
93amMmmMosLy oy bLym3znmb. LEmMmge s80@ma,
SNBOMY0MNs  3M33s605d0 0vo30 dmaysmmb
moggmgdds, Mmdmados boscamo bjyws3zgb
3mm3mmogogmo  bmgosemyMo  3sbnbolidggod-
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amo0l 30300ML MmMgsbnBagnol LEMOGIaNSL-
050, 385036, mnomgymo mmasbobsgns Nb-
o dbgbgl Lognmomn 0sbsddMmMIMgdNLS
©5 moeeghmgdol gobznmamgydsl GMmgbnbggdals
09033m000, Moms 3mB3356058 dgdemml s dm-
MamL 09653gMmM37 LodysmmbL Msbsdgmm-
39 8mobm3b90Ls s LESbMEJOL [23] [24].

3.  06003bg0mm3sb6 Mg3mA3gboosinae 3d0a-
30hB0s, MmM3 LobymadHhoxzml AbMnsb dmbrogl
0byon 3m335607500L 3Mm3NmMmamnbBsgns, MmAmy-
003 3M0sb LmEnseYMo 3sLybolidggdmyda.
06003630m35600 Lb3sEOLB3S 3583560700l Ho-
dmfHygods, MmImgdnE sgbdsmmgds Lobmaswomy-
05 yx3Mm 37@0 dgoEymb smbndbymo Loznobals
L0670 o AgLodsdnbace 3@ 0 Ammbm3bs Y-

LML 3MB3560700L. LdBMagsEMadaL gom3nos-
bmod0gMyds sbndbnm Lyznmbdn 35 EgdYML
3obnl 3Mm33560790L 0y3696 nBMmM IgBoce 3oby-
boldggomMmM0onsb700. 35653 L6 Lobmagsmy-
05 01535 oM gobgds bmEgnasmymag 3sbybol-
037300mm0o0sb0n smEgmon 3mad3sbns o3l oM
97001bg0L Lmznsmymao 3Mmdgdgdnl dma3s-
Mg0sd0n. 93@ 03 396mbLsE 30 osMm393L. Malin
093M0 Bogomomog 339J3L. J33ysbodn smligdy-
oo 3Mmomydol dmazomgost bfnmoyds Lob-
@901 Boamas, sfygdnma 306mbal 33emo-
@g00ms s dobn sbMymydoo, Esdms3myxdy-
oo bBIBMEOIEMYOYg TNTomdNm MOMs YBRMM
02®0 o 3330 dm3nbmamm Lognmsm 0o3L o
0700033 mMmgsbnbosngob.
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PUBLIC DEBT MANAGEMENT
AND KEY FORECASTS

The article discusses Georgia’s debt management strategy,
key indicators and parameters, which are reflected in the current
year, as well as forecasts, emphasizes the importance of debt
management strategy for full-fledged and rapid development of
the country.

This article discusses the key findings. Numerous official
data from the Ministry of Finance of Georgia were used to
prepare the article. It is important that public debt management
strategies are more flexible and consistent. This is also a key
aspect of investor relations, as the debt management document
outlines the performance of the country’s obligations and its
control in the near future. Thus simplifying decision making by
various stakeholders. Debt management in developed countries
is developing in a different direction, which is still being formed
in Georgia.

It is imperative that the debt management document be
updated and made available to any interested person each year.
In order to be able to request information, it should also be

immediately displayed on the website of the Ministry of Finance.

Keywords: Public debt, Target margin, Forecast
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&9800 nx3mm dg@oe ImJbomn s 0363n8J3Mymo nymb,
5mbndbymo Homdmaagbl nb33LEMMIdNSb NMonghormodal
domoos sb3gdBLoE, Mad70y 30emal BoMmm30L m3NdgbEom
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ol dsMmon3nl 8x69x 07630 3oblL3537301MN dndshoyymadom
30000M 709, MoE Lajdommzgmmdo XMy aMmdnm sbs® n30-
0L a33bL.

S130eMY0gMNy, MmMA ym3gm §aamb 30emals domo3zol omsy-
07630 gobobgdymo s bgandobshzcemadn ayml 6gdnlbdngMmo
©306E7MaLadm0 3nmabo3nl, Mooy dgdemb nbzmmdsgo-
ol godmmbmss, 81937 EYYMbldMN3 SLBbYE0 nyml BnbsbL-

320mbymos Mgosdndo: 0 LddnbobGmMmL 370330MEBY.
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(SHICATCA W)

dbmazemom 93mbmdngnmas 3MaBobds, sbg3)
omenm emmb gob3znmsmMyxdymads 3m3nc 356c7-
d00ob dm3mybgodds, 360336gmm35b60 goMsd-
&abo Mmmo 000353, bmxzmomb sbeno go-
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ECONOMIC AND INNOVATIVE DEVELOPMENT

The purpose of the study is to analyse the current practice
of taking into account the goals of socio-economic and, first of
all, innovative development in the principles of the budget and
tax systems of Ukraine and substantiation of approaches to its
improvement.

Itis substantiated that goals of socio-economic and innovative
development is not properly reflected in the principles of both
the budget system of Ukraine and in the principles of the tax
system (basic principles of tax legislation). It is determined that
direct and indirect state financial support and taxes as fiscal
instruments should help stimulate economic development,
stimulate and intensify innovation, but the choice of forms
and methods of such stimulation needs to be justified taking
into account the need to achieve specific goals. An analysis of
the practices of the World Tax Code and the world practice of
applying measures to support small and medium enterprises
in terms of Covid-19 showed that direct state financial support
is preferred in comparison with tax benefits due to clearer
procedures of administration and control and further stimulation
of development. It is proved that the combination of direct
financial support with the using of investment and innovation
tax credits with the possibility of their clear tax administration
and control is the optimal mechanism in modern conditions.

The directions of reforming the system of local taxation
in the context of stimulating socio-economic and innovative
development in the region are offered. The need to expand
the powers of local governments, local authorities and local
communities to establish elements of local taxes and fees,
develop a mechanism for investment and innovation tax credits
and other types of tax benefits that would enhance innovation in

the region are substantiated.
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INTRODUCTION.

The

enterprises is due to various reasons, among

low innovative activity of Ukrainian
which are the following: the orientation of
the economy to invest in the development of
production, rather than to intensify innovation;
lack of developed innovation infrastructure; focus
on the import of high-tech equipment to the
detriment of domestic developments; insufficient
attention to the development of own scientific and
technical potential; lack of qualified management
of innovation processes aimed at improving
product quality, gaining competitive advantages;
imperfection of instruments of legal regulation of

innovation, and especially in the field of protection

of intellectual property rights [10].

Innovation and innovation-oriented model of
the region’s development should become a key
element in increasing its competitiveness and
financial self-sufficiency. But innovation requires
a large amount of investment resources from
different sources of funding. Statistics show that
over the past twenty years, the own funds of
enterprises were a priority and ranged from 60.6%
(2008) t0 97.2% (2015) in the total cost of financing
the innovative activities of industrial enterprises,
public funds budget - from 0.3% (2013) to 5.2%
(2018), funds of non-resident investors - from
30.0% (2010) to 0.1% (2016), funds from other
sources - from 45.6% (2011) to 2.0% (2015).

Table 1 - Sources of financing of innovative activity of Ukraine’s industrial enterprises

Costs on Including due to
innovation, UAH own funds of state budget funds of non- funds from
million enterprises funds resident investors other sources
UAH % UAH % UAH % UAH %
million million million million
2000 1757,1 1399,3 79,6 7,7 0,4 133,1 7,6 217,0 12,3
2001 1971,4 1654,0 83,9 55,8 2,8 58,5 3,0 203,1 10,3
2002 3013,8 2141,8 71,1 45,5 1,5 264,1 8,8 562,4 18,7
2003 3059,8 2148,4 70,2 93,0 3,0 130,0 4,2 688,4 22,5
2004 4534,6 3501,5 77,2 63,4 1,4 112,4 2,5 857,3 18,9
2005 5751,6 5045,4 87,7 28,1 0,5 157,9 2,7 520,2 9,0
2006 6160,0 5211,4 84,6 114,4 1,9 176,2 2,9 658,0 10,7
2007 10821,0 7969,7 73,7 144,8 1,3 321,8 3,0 2384,7 | 22,0
2008 11994,2 7264,0 60,6 336,9 2,8 115,4 1,0 4277,9 | 35,7
2009 7949,9 5169,4 65,0 127,0 1,6 1512,9 19,0 1140,6 | 14,3
2010 8045,5 4775,2 59,4 87,0 1,1 24114 30,0 771,9 9,6
2011 143339 7585,6 52,9 149,2 1,0 56,9 0,4 6542,2 | 45,6
2012 11480,6 7335,9 63,9 224,3 2,0 994,8 8,7 29256 | 25,5
2013 9562,6 6973,4 72,9 24,7 0,3 1253,2 13,1 1311,3 | 13,7
2014 7695,9 6540,3 85,0 344,1 4,5 138,7 1,8 672,8 8,7
2015 13813,7 13427,0 | 97,2 55,1 0,4 58,6 0,4 273,0 2,0
2016 23229,5 22036,0 | 94,9 179,0 0,8 23,4 0,1 991,1 4,3
2017 9117,5 7704,1 84,5 227,3 2,5 107,8 1,2 1078,3 | 11,8
2018 12180,1 10742,0 | 88,2 639,1 5,2 107,0 0,9 692,0 5,7
2019 14220,9 124749 | 87,7 556,5 3,9 42,5 0,3 1147,0 8,1

Source: compiled by the authors using [8]
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The main source of financing innovations at
industrial enterprises in 2019 remains the own
funds of enterprises - UAH 12,474.9 million. (or
87.7% of the total funding for innovation). The
state budget received 6 enterprises, the total
amount of which amounted to UAH 556.5 million.
(3.9%), the amount of local budgets amounted
to UAH 109.9 million. (0.8%), resident investors
invested UAH 72.3 million. (0.5%), funds of foreign
investors were received by 3 enterprises in the
amount of UAH 42.5 million. (0.3%), the amount
of funds from other sources amounted to UAH
1,147.0 million. (6.8%), including loans - UAH
853.2 million. (6%) [15, p. 77; 15, p. 21].

Thus, the state practically does not directly
finance the innovation activities of enterprises,
but it is possible and appropriate to use indirect
methods of financing innovations, which are
embodied in budgetary and tax policies, which
require clear regulation of the relevant principles.

At the same time, the development of scientific
and practical recommendations should be based
on a clear definition of the theoretical foundations
of support for innovation, certain initial ideas that
underlie the budget and tax system, ie the main
principles of their formation. Thorough research
of the principles of the budget system and budget
policy and the principles of organization of tax
relations in Ukraine with an emphasis on the
evolution of their formation and scientific views
are presented in [4; 13]. But research that would
contain a critical analysis of the principles of
formation of the budget and tax system in terms of
the priority of supporting innovative development
is not enough, which determined the purpose of
this work.

The purpose of this article is to study the
current practice of taking into account the
principles of building the budget and tax systems

of Ukraine the goals of socio-economic and, first
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of all, innovative development and substantiation
of approaches to its improvement.

Discussion and results. Analysis of the
principles of the budget system of Ukraine.

The budget system of Ukraine is based on the
following principles (Table 2), which are defined in
the Budget Code of Ukraine [6].

Among them, in the principle of efficiency and
effectiveness, it is declared that in drawing up and
executing budgets, all participants in the budget
process should strive to achieve the goals planned
on the basis of the national system of values
and tasks of innovative economic development.
Another principle enshrined in the mechanism
for providing subventions for the implementation
of investment projects is based on the following
basic principles. Among the declared principles
(the principle of objectivity and openness; the
principle of unity; the principle of balanced
development; the principle of targeted use
of funds), the principle of unity implies that
the distribution of funds should ensure the
implementation of national values and tasks of
innovative development regions of the country.

Budget principles in European legislation.

Financial Regulation applicable to the general
budget of the European Union [9] states that the
budget shall be established and implemented in
accordance with the principles of Unity, budget
accuracy, annuality, equilibrium, unit of account,
universality,  specification, sound financial
management and transperancy. Principle of sound
financial management requires consideration of
such three sub-principles:

1) the principle of economy which requires
that the resources used by the Union institution
concerned in the pursuit of its activities shall
be made available in due time, in appropriate
guantity and quality, and at the best price;

2) the principle of efficiency which concerns

the best relationship between the resources



Table 2 - Characteristics of the principles of the budget system of Ukraine, defined in the Budget Code of

Ukraine

Principle

Content

The principle of unity of the
budget system of Ukraine

The unity of the budget system of Ukraine is ensured by a single legal
framework, a single monetary system, a single regulation of budgetary
relations, a single budget classification, the unity of the order of budget
execution and accounting and reporting.

The principle of balance

The authority to implement budget expenditures should correspond to the
amount of budget revenues for the relevant budget period.

The state budget of Ukraine and local budgets are independent. The state is
not responsible for the budget obligations of local governments at the expense
of the state budget. Local governments at the expense of the respective local
budgets are not responsible for each other's budgetary obligations, as well as
for the state's budgetary obligations. The independence of budgets is ensured
by assigning them appropriate sources of budget revenues, the right of
relevant state authorities and local governments to determine the use of
budget funds in accordance with Ukrainian legislation, the right of relevant
local councils to consider and approve relevant local budgets.

The principle of
independence
The principle of

completeness

The budgets shall include all budget revenues and budget expenditures carried
out in accordance with the regulations of public authorities, local governments.

The principle of validity

The budget is formed on realistic macro indicators of economic and social
development of Ukraine and calculations of budget revenues and budget
expenditures, which are carried out in accordance with the approved methods
and rules.

The principle of efficiency
and effectiveness

When drawing up and executing budgets, all participants in the budget process
should strive to achieve the goals planned on the basis of the national system
of values and tasks of innovative economic development, by ensuring quality
public services while attracting a minimum amount of budget funds and
achieving maximum results.

The principle of subsidiarity

The distribution of types of expenditures between the state budget and local
budgets, as well as between local budgets is based on the need to bring the
provision of public services as close as possible to their direct consumer.

The principle of targeted
use of budget funds

Budget funds are used only for the purposes defined by budget allocations and
budget allocations.

The principle of justice and
impartiality

Ukraine's budget system is based on the principles of fair and impartial
distribution of public wealth between citizens and territorial communities.

The principle of publicity
and transparency

Informing the public on budget policy, drafting, consideration, approval,
implementation of the state budget and local budgets, as well as control over
the implementation of the state budget and local budgets.

Source: compiled by the authors using [6]

employed, the activities undertaken and the Thus, the emphasis is on the general rules

achievement of objectives; of management, rather than on the specific
3) the principle of effectiveness which concerns requirements of economic development.
the extent to which the objectives pursued are Analysis of the principles of tax legislation of

achieved through the activities undertaken. Ukraine.



In the Tax Code of Ukraine [14] innovative
development, innovations, innovative activity,

even as terms, are not mentioned at all. Thus,

the Tax Code defines the following principles of
taxation (Table 3).

Among them there is no mention of the

Table 3 - Characteristics of the principles of tax legislation of Ukraine

Principle

Content

Generality of taxation

Each person is obliged to pay the taxes and fees established by this Code,
the laws on customs matters, the payer of which he is in accordance with
the provisions of this Code.

Equality of all taxpayers before
the law,
manifestations of tax

prevention of any

discrimination;

Ensuring equal treatment of all taxpayers regardless of social, racial,
national, religious affiliation, form of ownership of a legal entity,
citizenship of an individual, place of origin of capital.

Inevitability

Inevitability of liability under the law in case of violation of tax
legislation.

Presumption  of
taxpayer's decisions

legality of

Presumption of legality of taxpayer's decisions if the norm of a law or
other normative legal act issued on the basis of the law, or if the norms
of different laws or different normative legal acts presuppose ambiguous
(multiple) interpretation of rights and obligations of taxpayers or
controlling bodies , as a result of which there is an opportunity to make a
decision in favor of both the taxpayer and the supervisory authority.

Fiscal sufficiency

Establishment of taxes and fees taking into account the need to achieve
a balance of budget expenditures with its revenues

Social justice

Establishment of taxes and fees in accordance with the solvency of
taxpayers.

Cost-effectiveness of taxation

Establishment of taxes and fees, the amount of revenues from the
payment of which to the budget significantly exceeds the costs of their
administration.

Tax neutrality

Establish taxes and fees in a way that does not increase or decrease the
competitiveness of the taxpayer.

Stability

Changes to any elements of taxes and fees may not be made later than
six months before the beginning of the new budget period in which the
new rules and rates will apply. Taxes and fees, their rates, as well as tax
benefits may not change during the budget year.

Uniformity and convenience of
payment

Establishing deadlines for the payment of taxes and fees, based on the
need to ensure timely receipt of funds in the budgets for the
implementation of budget expenditures and the convenience of their
payment by taxpayers.

The only approach to setting taxes
and fees.

Definition at the legislative level of all mandatory elements of the tax.

Source: compiled by the authors using [14]

need to ensure socio-economic and innovative
development, and the principle of incentives.
The substantive analysis of the principles

shows that they are focused, first, on the

protection of taxpayers: the lack of opportunity to
increase or decrease the competitiveness of the
taxpayer (the principle of tax neutrality), setting

taxes according to the solvency of the taxpayer
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(social justice), ensuring the same approach (
equality of all taxpayers), presumption of legality
of taxpayer’s decisions, if the rules provide for
ambiguous interpretation of the rights and
obligations of taxpayers or regulatory authorities),
prevention of changes in rules and rates during
the budget year (stability), ease of payment.
Secondly, the basic principles of tax legislation
take into account the interests of the budget
system as a whole, namely: mandatory payment
(inevitability of liability), balanced budget (fiscal
adequacy), comparability of tax revenues with the
costs of their administration (cost-effectiveness
of taxation), timely receipt of funds in the budget
for budget expenditures (uniformity and ease of
payment).

Ukraine should generally provide financial
support and tax incentives for innovative
development at the state and regional levels, but
the question arises in the choice of forms and
methods of such incentives, taking into account
the need to achieve specific goals. The Tax Code
proposes the following grounds for granting tax
benefits - features that characterize a particular
group of taxpayers, their type of activity, the
object of taxation or the nature and social
significance of their expenses. At the same time,
there are no criteria for determining such features,
although there is a wide range of ways to provide
tax benefits: tax deductions (discounts), which
reduces the tax base before tax and collection;
reduction of tax liability after tax and collection;
setting a reduced tax rate and fee; exemption from
tax and collection. Therefore, for such incentives,
it is advisable to address the issue of developing
a mechanism for investment and innovation tax
credits and other types of tax benefits that would
contribute to the intensification of innovative
development.

World Tax Code: history and main provisions.

In the context of considering the problem of
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assessing the role of the tax system to ensure
socio-economic and innovative development, we
should pay attention to such an interesting stage
in the development of world systems and the
world economy as the development of the World
Tax Code (BWTC) [3]. Considering the issues of
globalization and integration of socio-economic
systems, the problems of taxation are raised in
different contexts, in particular, double taxation,
international taxation, offshore zones, etc. BWTC
is a project funded by Harvard University’s
International Tax Program that came up when
Harvard University’s International Tax Program
Director Glenn Jenkins asked Ward M. Hussey
and Donald S. Lubick to describe the results of the
great work of preparing the Republican Tax Code.
Tax Code was developed under the auspices of the
Harvard Institute for International Development,
the International Tax Program, with funding
from the United Nations Economic Development
Program.

The aim was to create an example of a system
of laws necessary for the formation of an effective
and efficient tax system, to provide specialists
in reforming countries with a certain structural
scheme and a list of whatis needed (or not needed)
to create the foundations of the tax system. The
first, the so-called «Preliminary Edition» of the
World Tax Code, was published in 1992, and in
1996 the 1996 Edition was published.

The BWTC contains several general principles
or assumptions or principles for building tax
systems. The first principle provides for the need
to summarize all laws related to taxation in a single
document, so that the needs for tax revenues
can be assessed from a single general point of
view. Simplicity, clarity and comprehensibility
are assumed to be desirable objectives of the
legislation. The second principle assumes that
the economy will develop best if it becomes

an efficient producer in the world economy.
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Therefore, it is considered that it is not in the
country’s interest to adopt protectionist taxation
systems in which domestic capital is preferred to
foreign investment, or in which certain sectors
of the economy are given privileges through
temporary tax exemptions or other tax benefits.
The third principle: granting tax preferences is
less effective than paying direct subsidies, as
tax benefits are difficult to control. The BWTC
rejects the effectiveness of benefits, exemptions,
temporary exemptions («tax holidays») and
other special preferences and agreements. The
fourth principle is that, given the specifics of the
economies of developing countries, the bulk of
income should be generated by indirect taxes
(duties, VAT and excise duties) and corporate
income tax. Personal income tax and property
taxes should not play a significant role. With such
a tax structure, the administrative costs per unit
of taxes collected will be lower than with income
taxation. However, the BWTC emphasizes that
many of the former socialist countries, however,
have retained a high wage tax or a differentiated
broad coverage tax on wages to finance social
benefits. The fifth principle provides for the
integration into a single income tax of all taxes
levied on all types of income without the need to
file a tax return. It is worth noting the second and
third principles, which are useful in the context
of stimulating socio-economic development and
innovation.

BWTCis also based on the assumption that the
development and writing of laws is only a prelude
to the main thing in tax reform - the development
of an effective administration system, because
the presence of an honest and highly competent
tax administration is an absolute necessity. In
addition to the general principles, the Code
includes four sections on the number of basic
taxes that are recommended for introduction

in market economies in developing countries:
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section | - income tax; section Il - VAT, section
Ill - excise taxes; section IV - real estate tax. A
separate section (Section V) reveals the principles
of organization of tax administration.

It should be noted that BWTC is hardly studied
by domestic scientists, although its principles are
relevant and should be critically analyzed in the
context of the need to increase the efficiency
of the domestic tax system and ensure socio-
economic and innovative development.

The use of budgetary and tax instruments to
stimulate innovative development.

Given the limited and insufficient budgetary
resources to finance the transition of the country’s
economy to an innovative model of development,
the leading role should be played by the tax
mechanism to stimulate innovation, along with
[12]. Tax
preferences can be additional infusions that can

incentive organizational measures
help businesses in their innovation. In particular,
attention is focused on the need to introduce a
system of investment and innovation tax credits
as an effective tool to stimulate business activity
[11]. It is emphasized that different tax preferences
or their combinations are used to stimulate
innovation in different countries, namely: the
provision of research and investment tax credit;
«Tax holidays» for several years on the profits
from the implementation of innovative projects;
preferential taxation of dividends of legal entities
and individuals received on shares of innovative
organizations; reduction of income tax rates for
commissioned and joint research and development
work; connection of granting of privileges taking
into account priority of the executed projects;
preferential taxation of profits resulting from the
use of patents, licenses and other intangible assets
that are part of intellectual property; reduction
of taxable income in the amount of the cost of
devices and equipment that are transferred to

higher education institutions, research and other
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innovative organizations; deductions from taxable
income of contributions to charitable foundations
whose activities are related to the financing of
innovations; crediting part of the profit of the
innovation organization to special accounts with
subsequent preferential taxation in the case of use
for innovation purposes [1].

But this position has two drawbacks. First, in
this case, taxpayers who apply a simplified system
of taxation in the form of payment of a single tax
actually remain outside the sphere of influence.
Secondly, local governments are deprived of
leverage through the application of local taxes
and fees, which include a single tax, in particular.
Therefore, the system of local taxation should not
only meet the needs of local budgets in the receipt
of funds, but also take into account the need to
stimulate innovation activity of economic entities
inthe region. Accordingly, the problems of ensuring
the effectiveness of local taxation and, first of all,
their use as a lever to intensify innovation and
investment activities of economic entities in the
region, proclaiming a strategic course of public
policy towards harmonization with European
values of territorial self-government and budget
decentralization.

According to the Tax Code of Ukraine [14], local
taxes include two taxes and two fees: property
tax (consists of real estate tax, other than land,
transport tax, land fees); single tax; fee for parking
spaces for vehicles; tourist tax.

The effectiveness of local taxation should also
be determined on the basis of tax principles. There
is no incentive principle among these principles,
but it is indisputable that taxes in general and local
taxes and fees in particular as fiscal instruments
should promote stimulation and activation of
economic activity.

This thesis is supported by the justification
of the importance of taxes and fees to stimulate

innovation [12], which is clarified taking into
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account the nature of local taxes and fees: provide
an opportunity to cover all actors in innovation
and thus ensure the necessary scale of innovation
in the region; do not distort competition because
they are not direct support to specific businesses;
reduce the level of dependence on the budget
process and covert lobbying for the choice of a
particular project; reduce the costs of innovation
entities, encourage them to take the risk of
innovation; provide an opportunity to differentiate
the subjects of innovation (applying a different
set of benefits and their rates) depending on the
priorities set by local governments, the stage of
the life cycle of innovation, etc.

When reforming the local taxation system in
the context of stimulating innovation activity of
enterprises in the region, it is advisable to consider
the use of tax incentives such as tax rebates, tax
holidays, the use of differentiated rates or their
reduction, the introduction of tax investment
credit. It is the expediency of introducing the latter
tool and the limits of its application are actively
discussed in the economic literature.

Among the main problems of local taxation in
the context of the need to stimulate innovation,
it is worth noting the lack of the right of
local governments to establish their own tax
preferences in their territory. At present, local
governments are deprived of the right to influence
the elements of local taxes, which narrows the
potential of local taxation, especially in the field
of stimulating innovation activity of economic
entities in the region in order to strengthen
of the

region. Local governments are objectively forced

innovation and investment potential
to increase the effectiveness of local taxes and
fees as regulatory tools by expanding the number
of their taxpayers and increasing the object of
taxation, which is achieved mainly by improving
the efficiency of administration of these taxes and

fees.
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Proposals to expand the powers of local
governments are presented in the works of
domesticscholars, but they relate only to the single
tax of group IV [5; 7]. Therefore, we consider it
appropriate to consider the issue of expanding the
powers of local governments in relation to other
local taxes and fees paid by both those taxpayers
who apply the simplified taxation system and
those who are in the general taxation system.

The lack of local governments the opportunity
to influence the determination of benefits and
rates of local taxes and fees in order to intensify
innovation does not contribute to increasing the
competitiveness and investment attractiveness
of regions. Ukraine should provide tax incentives
at the state and regional levels. To do this, it is
necessary to address, firstly, the expansion of
powers of local governments, local authorities and
local communities to establish elements of local
taxes and fees, and secondly, the development of
a mechanism for investment and innovation tax
credits and other tax benefits that would promote
intensification of innovative activity in the region.

Application of tax and budgetary instruments
in the conditions of COVID-19.

It should be noted that such principles of
incentives and protection have become relevant
in modern conditions and are clearly illustrated
by the situation with measures to support small
and medium enterprises in terms of Covid-19. In
Ukraine, they included the following measures: a
moratorium on tax audits, temporary abolition of
fines, exemption from certain local taxes and fees,
change of their rates and objects of taxation by
decision of local governments, deferral of registrars
of settlement operations, partial repayment of
taxpayers’ tax debt taxes, exemption from taxes
and fees of natural persons-entrepreneurs of
the | group. It should be noted that a review of
other countries’ measures to support small and

medium-sized enterprises shows that countries
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are also following a path of largely direct budget
support.

Thus, theresults of the study showthat countries
use such groups of fiscal measures [2]: immediate
fiscal impulse, deferrals, other liquidity provisions
and guarantees. Immediate fiscal impulse include
additional government spending (such as medical
resources, keeping people employed, subsidizing
SMEs, public investment) and foregone revenues
(such as the cancellation of certain taxes and social
security contributions). These types of measures
immediately lead to deterioration of the budget
balance without any direct compensation later.
The application of such measures as deferrals has
certain features. Several countries have decided to
defer certain payments, including taxes and social
security contributions, which in principle should
be paid back later. These measures improve the
liquidity positions of individuals and companies
but do not cancel their obligations. A few countries
have also deferred the servicing of loans or the
payment of utility bills, which are also important
tools in improving the liquidity positions of those
impacted and hence we include them. Other
liquidity provisions and guarantees include export
guarantees, liquidity assistance, and credit lines
through national development banks. Some of
these measures improve the liquidity position
of the private sector, but unlike deferrals which
are automatic and generally apply to the target
groups, credit lines require action from the
impacted companies. At the same time, there is
a significant differentiation of these measures in
terms of volumes and percentages to GDP and
tax benefits do not play a significant role. Even if
these measures are considered in the context of
social justice, the protection of taxpayers should
not be the ultimate goal of their application,
it is important to further stimulate economic
and innovative development, which should be

reflected in the principles of taxation.
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CONCLUSIONS

At the same time, the stimulation of economic
development in general and innovation in
particular should take place on the basis of
a properly constructed institutional system,
which should function on the basis of certain
principles. But taking into account the goals of
socio-economic and innovative development
is not properly reflected in the principles of
both the budget system of Ukraine and the
principles of the tax system (basic principles of tax
legislation), although it is undeniable that direct
and indirect state financial support and taxes as
fiscal instruments should help stimulate economic
development, stimulate and intensify innovation.

It is substantiated that Ukraine should provide
general financial support and tax incentives for
innovative development at the state and regional
levels, but the question arises in the choice of
forms and methods of such incentives, taking
into account the need to achieve specific goals. A
study of the practice of creating a global tax code
showed that two of the five principles underlying
it were to stimulate socio-economic development

and innovation: the development of an efficient

protectionist tax systems and the preference for
direct budget subsidies that are easier to control
compared to tax benefits. Analysis of the world
practice of applying measures to support small
and medium enterprises in Covid-19 showed
that there is a significant differentiation of these
measures in terms of volume and percentage of
GDP, and tax benefits do not play a significant
role. It is important to further stimulate economic
and innovative development and this should be
reflected in the principles of taxation and budget
policy.

Accordingly, the combination of direct financial
support with the introduction of investment and
innovation tax credits with the possibility of their
clear tax administration and control is the optimal
mechanism in modern conditions. At the same
time, attention should be paid not only to such
national taxes as income tax and VAT, but also to
the local taxation system. It is necessary to expand
the powers of local governments, local authorities
and local communities to establish elements
of local taxes and fees, develop a mechanism
for investment and innovation tax credits and
other types of tax benefits that would enhance

innovation in the region.

producer without significant emphasis on
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IMPACT OF THE AUDIT ON THE SOCIAL,
ECONOMIC AND INNOVATIVE DEVELOPMENT AND
INTERNATIONAL RATINGS

The purpose of this study is to substantiate the impact of
the audit on social, economic, innovative development and the
possibility of assessing this impact in international rankings.

The taking into account of the impact of audit in the
international ratings is analyzed, in particular, when assessing
the institutional environment in general and the protection
of minority investors as well. It is substantiated that audit is
either completely ignored, for example, in such ratings as Doing
Business, Sustainable Development Index, or is mentioned
only as one of the elements of assessing the complexity of
the market in the Global Innovation Index. In fact, the audit
institution is taken into account only in Global Competitiveness
Index as part of the assessment of institutions as an element
of the enabling environment. The comparative analysis of
such indicator of Ukraine and Georgia has been conducted. It
was stated that the low position of Ukraine on this indicator,
despite the achievements in the field of audit in the context of
the application of International Standards and compliance with
European requirements, proves the existence of a large gap in
expectations concerning user perception of audit results.

It is substantiated that the complexity of this problem

is enhanced by the lack of a unified approach to defining the
audit goal and the requirements for it, as well as information
inconsistency between the auditor, clients and other intended
users.
Keywords: International ratings, social development,
economic development, innovative development, Doing
Business, Global Innovation Index, Global Competitiveness
Index, Sustainable Development Goals.
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INTRODUCTION

Auditing is important for the development of
the modern economy in particular and society as a
whole. The profession of auditor is associated with
public commitments that go beyond the services
provided to a particular client, so the importance
of audit opinion to users of reporting imposes
significant responsibilities on each individual
auditor and the audit community as a whole.
Based on the definition of assurance engagements
(paragraph 10 of the International Framework
for Assurance Engagements [5, p. 74]), auditors
“provide assurance” or “increase user confidence”.
This raises the question of why there is a need to
increase the level of trust, the level of confidence
or, in other words, why individuals begin to lack
such trust and confidence and what impact the
audit has in the future on their functioning and
development especially in the conditions of
innovative development .

O. Yermakova draws attention to the four-
level pyramid of implementation of the country’s
innovation development policy, which is the basis
of the Global Innovation Index, which ensures
the development of innovation on the principles
of systemicity: level 1 «Basic conditions for doing
business in the country»: rule of law, competitive
flexible
protection of property rights (including intellectual

markets, labor markets; effective
property) and a culture of trust; level 2 «Effective
tax, trade and investment environment»: this
environment should stimulate trade and foreign
directinvestment; level 3 «Key factors of innovative
production»: provides for the provision of
innovative production with the necessary factors -
technological fixed assets, skilled labor, innovation
infrastructure; level 4 «Special incentives for
innovation»: effectively developed incentives for
innovation, taking into account the competitive

advantages and disadvantages of the country [4, p.

66

16]. It is reasonably emphasized that “more often
countries focus only on the highest level of the
pyramid, because its tools are easy to implement
and they usually do not cause resistance. At the
same time, securing 1-3 levels of the pyramid is
much more difficult, as ingrained interests in the
public and private sectors are affected” [4, p. 16].

The very fact of conducting an audit makes
it possible to reduce social tensions, regardless
of the effectiveness and results that will be
demonstrated. Trust as a social phenomenon is
based on a set of formal and informal norms and
rules that interact and complement each other.
Therefore, for example, if the informal basis of
trust that correlates with business reputation
is stable, many of the formal procedures are
redundant.

Using the selected by V. Mandibura four
typological manifestations of trust by sources
[7, p. 56], it can be argued that audit is a
formal institution that acts as a mechanism for
implementing trust (a special informal norm in
society), which is manifested in the sequence of
trust: first the subject trusts the formal institution
(audit), and the institution in the person of sub
of the audit activity decides who in the area of
its competence, which is limited to expressing an
opinion on the degree of reliability of financial
statements, is worthy of such confidence.

The
is a rather complex system, the real form of

system of socio-economic relations
manifestation of which in society are the economic
interests of economic entities, and the socio-
economic relations are determined by the form of
ownership, that is - relationships between people,
nature of work, its social organization, nature
and method of distribution and consumption. To
analyze the impact of different institutions, indexes
have become widespread in the socio-economic
sphere, where a quantitative interpretation of

the multidimensional phenomenon is required,



Innovative Economics and Management, Vol 8, No.3, 2027
06030603600 JJM6(08050 Bu domH0I30, OMF0.8, N3, 20217

in particular to assess such complex concepts as
«doing business», «competitiveness». To make
cross-country comparisons, the calculations of
such multidimensional indices are carried out by
world organizations: the World Bank, the UN, the
OECD, etc., which confirms their importance. In
particular, indices that characterize the level of
socio-economic development are important.

The analysis of international rankings in the
context of the country’s development as a whole
is given considerable attention, but not enough in
terms of the impact of accounting and auditing
systems - research in this area is fragmentary.
The impact of auditing standards on international
ratings was considered by O. Pasko, who analyzed
the situation with the perception of the strength
of accounting and auditing standards in Ukraine
compared to other jurisdictions based on the
indicators of the Global Competitiveness Report
[8]. The influence of sustainable development
goals on modern vectors of accounting and
auditing is presented by O. Petryk [9], the
influence of professional accountants on achieving

the goals of sustainable development was studied

by I. Makarenko and O. Plastun [6]. Despite the
significant contribution of these scientists in the
development of theoretical, methodological,
organizational and methodological provisions of
audit, we note that in modern economics there
is no holistic view of the peculiarities of audit
development, its place in the system of socio-
economic relations, evolutionary origins, features
and institutional determinants of its historical
development, and, above all, its impact on the
socio-economic environment.

The purpose of this study is to substantiate the
impact of the audit on social, economic, innovative
development and the possibility of assessing this
impact in international rankings.

Research results. Influence of the audit and
“Doing Business”.

Thus, the most popular international rating for
assessing the ease of doing business in the world in
recent years was the Doing Business Index, which
allows you to determine the quality of business
regulations that increase or limit business activity,
and their application to countries, regions, cities

and selected individuals. However, its analysis
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Figure 1. Ranks of Ukraine and Georgia in "Doing Business" by indicator “Protecting of minority investors”

Source: compiled by the authors using [2]
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concludes that, although it uses (although
limited) indicators related to the institutional
environment, in particular «protection of minority
investors», the impact of audit as an institution of
the business environment is not evaluated but is
taken into account in general.

A detailed description of the changing in
indicator «Protecting minority investors» of
Ukraine and Georgia is presented in Fig. 1.

In comparison with 2007 Ukraine and Georgia
has significantly

improved their position by

indicator “Protecting of minority investors”:
Ukraine — from 142 to 45; Georgia—from 135to 7.
The indices of indicator “Protecting minority

investors” are presented in table 1.

This ranking is the sum of the scores for the
extent of conflict of interest regulation index
and the extent of shareholder governance index.
The extent of conflict of interest regulation index
measures the protection of shareholders against
directors’ misuse of corporate assets for personal
gain by distinguishing three aspects of regulation
that address conflicts of interest: (1) transparency
of related-party transactions (extent of disclosure
index); (2) shareholders’ ability to sue and
hold directors liable for self-dealing (extent of
director liability index); (3) access to evidence
and allocation of legal expenses in shareholder
litigation (ease of shareholder suits index). The

extent of shareholder governance index measures

Table 1 - Indicator “Protecting of minority investors” of Ukraine and Georgia in Doing Business-2020

Indicator Georgia Ukraine Distance
Extent of disclosure index (0-10) 9.0 9.0 0
Extent of director liability index (0-10) 6.0 2.0 -4
Ease of shareholder suits index (0-10) 9.0 6.0 -3
Extent of shareholder rights index (0-10) 5.0 4.0 -1
Extent of ownership and control index (0-10) 7.0 6.0 -1
Extent of corporate transparency index (0-10) 6.0 7.0 +1

Source: compiled by the authors using [2]

As we see the influence of audit engagements
are no taken into account. Indirectly its influence
is shown in such indices as disclosure index and
ownership and control index.

But initially in August 2020, the publication
of the next report was suspended due to certain
inconsistencies in the reports of 2018 and 2020
[1], and in September 2021 the World Bank
stopped calculating and publishing this rating [16].

Impact of the audit and Global Innovation
Index.

In the Global Innovation Index [3], the impact
of the audit is taken into account in such indicator
as «ease of protecting minority investors», which
is part of the group 4. «Market sophistication»,

4.2. “Investment”, but is not singled out apart.
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shareholders’ rights in corporate governance by
distinguishing three aspects of good governance:
(1) shareholders’ rights and role in major corporate
decisions (extent of shareholder rights index); (2)
governance safeguards protecting shareholders
from undue board control and entrenchment
(extent of ownership and control index); (3)
corporate transparency on ownership stakes,
compensation, audits and financial prospects
(extent of corporate transparency index). The
index also measures whether a subset of relevant
rights and safeguards are available in limited
companies. The ranks are fully correspond with
rank of indicator “Protecting Minority Investors”
in Doing Business: in Global Innovation Index the

rank of Ukraine is 44, the rank of Georgia is 7.



Innovative Economics and Management, Vol 8, No.3, 2027
06030603600 JJM6(08050 Bu domH0I30, OMF0.8, N3, 20217

of the audit and Sustainable

Development Goals.

Impact
It is undeniable that globalization, rapid
technological development is a source of many
social benefits, but at the same time, these
trends pose a threat to sustainable (sustainable)
development of social, economic, environmental,
and ethical areas. The sooner an entity (company,
region, government and local government) begins
to consider the consequences of its activities
and development, realizing its significant role in
society, to develop a corporate culture of social
orientation, the greater their prospects in the
context of long-term efficiency and effectiveness.
In the annual ranking of sustainable development
(Sustainable development report [11]) in 2021,
Ukraine rose to nine positions and took 36th
place among 165 countries, receiving 75.5 points.
Ukraine’s progress has been noted in achieving
11 of the 17 goals that determine the country’s
sustainable development in the economic, social
and environmental spheres, and Ukraine has not
worsened its position in any of the basic goals.

Its role is twofold: on the one hand, this type
of audit is an important means of assessing social
development, social responsibility, but on the
other - the audit institution itself (independent,
public, internal) has a significant impact on
achieving the declared goals (in particular, as
emphasized by IFAC - eight objectives such as:
4 «Quality Education», 5 «Gender Equality»,
8 «Decent Work and Economic Growth», 9
«Innovation and Infrastructure», 12 «Responsible
Consumption», 13 «Combating Climate Change»,
16 «Peace, Justice and Strong Institutions», 17
«Partnership for Sustainable Development» [12]).
However, no particular emphasis is placed on the
importance of the audit.

Global Competitiveness Index and impact of
the audit.

Only one index, the Global Competitiveness
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Index, takes into account the audit institution, and
the Global Competitiveness Index (GCI) includes
the following indicators:

e Enabling  Environment: institutions
(Pillar 1. Institution),

Infrastructure), information technology (Pillar 3.

infrastructure (Pillar 2.

ICT adoption), macroeconomic stability (Pillar 4.
Macroeconomic Stability);

e Human Capital: health (Pillar 5. Health),
skills (Pillar 6. Skills);

e  Markets: product markets (Pillar 7.
Product Market), labor market (Pillar 8. Labor
Market), financial system (Pillar 9. Financial
System), market size (Pillar 10. Market Size);

e Innovation Ecosystems: Pillar 11. Business
Dynamism, Pillar 12. Innovation capability.

For the purposes of sustainable development of
Ukraine, goal 9.5 is provided “To create a financial
and institutional system (innovation infrastructure)
that will ensure the development of research
and scientific and technical (experimental)
developments”. As part of goal 16.7 “To increase
the efficiency of public authorities and local
self-government”, sub-goal 16.7.1. is provided
“Ukraine’s place in the Global Competitiveness
Report ranking under the sub-index «Institutions
(state and public institutions)», which should have
to be not lower than 104th place in 2019 [15].

In 2019 Ukraine received the 85th place
and Georgia — 74th places out of 141 countries
according to the Global Competitiveness Index
(GCl) [13] (Fig. 2).

According to the criterion of «institution»,
Ukraine has one of the lowest places — 104. The
lowest place Ukraine received in such an indicator
as macroeconomic stability - 133. Georgia’s
rank, on the other hand, is relatively high on this
indicator - 43. The indicator “Strength of auditing
and accounting standards” is presented is this
category: Ukraine is on the 118th place, Georgia
is on the 88th.
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Figure 2. Ukraine's and Georgia’s places (among 141 countries) according to the Global
Competitiveness Index (GCI)

Source: compiled by the authors using [13]

The

accounting standards” is among the 12 indicators

indicator “Strength of auditing and
according to which Ukraine failed to get into the
first hundred countries (Fig. 3).

The indicator “Strength of auditing and
accounting standards” is among the 8 indicators
according to which Georgia could not get into the
top eighty countries (Fig. 4).

This the
achievements in the field of auditing in the context

position of Ukraine, given
of the application of International Standards
and compliance with European standards, need

further research. According to the methodology,
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the assessment of audit and reporting standards
is based on two indicators: the perception of
business leaders of the strength of audit and
accounting standards, as well as how employee
costs are considered: as costs or as investments.
The evaluation is done by answering two
guestions: «How strong are auditing and reporting
standards in your country?» (1 - extremely weak;
7 - extremely strong); In your country, how do
companies perceive the cost of human capital?
” (1 = as costs that need to be minimized; 7 = as

key investments) [14, p. 47, 64]. Thus, indicators
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Figure 3. Indicators of Ukraine with the lowest rating from the category "Institutions" in the Global

Competitiveness Index (GCI)
Source: compiled by the authors using [13]
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and issues are incomparable and offset the
achievements in each of the areas.

Impact of the audit and “gap in expactations”.

However, such a low assessment of the impact
of auditing standards is a clear consequence
of the “gap in expectations” that persists and
means a discrepancy between the audit results
presented by auditors and the expectations of
users of financial statements or a discrepancy
between what the public believes audit, and the
capabilities of the actual audit process, which is
limited by a certain framework. It should be noted
that the problem of the gap in expectations exists
in relation to the provision of any type of service,
not just auditing, and service marketers pay a lot
of attention to its study.

The reasons for the five levels of gap in
expectations in auditing are identified:

- gap in the formation of expectations (the
formation of the client’s inflated and/or causally
unreasonable expectations);

- gap
‘awareness and perception of users’ interests,

in knowledge (gap in auditors
needs and expectations due to ignorance or
misperception by auditors of what clients expect
to receive, which leads to a gap between clients
‘expectations and auditors’ perception of such
expectations);

- gap in standards (inability and / or
unwillingness of auditors to set quality standards
that

completely correct understanding of them);

meet customer expectations, with a

- service gap (inability of the audit firm to
ensure quality of service that meets established
standards);

- gap in communications (inconsistency
of information on the nature of the audit, other
assurance engagements, related and other services
provided by auditors, their actual characteristics,
which are provided by International Standards)

[10].

72

Currently, the main focus in developing ways
to improve the performance of various audit
services is to reduce the «service gap» in order
to ensure compliance with standards. But other
reasons are also important: «gap in the formation
of expectations» and «gap in communications»,
the gap in the awareness of auditors and
their perception of user expectations («gap in
knowledge»), overcoming which, in turn, should
lead to changes in standards and in accordance
with the reduction of the «gap in standards». In
this case, the two gaps (the first or «gap in the
formation of expectations» and the fifth or «gap
in  communications») actually have the same
reasons, but it is the presence of the fifth gap
creates a vicious circle, the result of which is:
consolidation of primary inflated or as a whole
incorrect expectations of users of the results
of audit services; formation of new inflated or

distorted expectations.

CONCLUSIONS.

Audit has significant potential as a social
institution. Given this role, it is expected that its
impact and performance should be taken into
account when calculating international ratings, in
particular in terms of assessing the institutional
environment in general and protecting minority
investors in particular.

Semantic analysis of the main international
ratings showed that the audit is either ignored at
all, in particular in the rankings Doing Business,
Sustainable Development Index, or is mentioned
only as one of the elements of assessing the
complexity of the market - the Global Innovation
Index. Only one index - the Global Competitiveness
Index - takes into account the institution of audit
in assessing the institution as an element of the
accessible environment. According to the strength

of auditing and accounting standards, Ukraine
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ranks 118th out of 141 countries. This position the other - its consideration proves the existence
of Ukraine, given the achievements in the field of a large gap in expectations in terms of user
of auditing in the context of the application of perception of its results. The complexity of this
International Standards and compliance with problem is exacerbated by the lack of a unified
European standards need further research. approach to determining the purpose of the audit

Therefore, we have a double problem, and the requirements for it, as well as information
because, on the one hand, the audit is almost not inconsistencies between the auditor, clients and
taken into account in international indices, and on other intended users.
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OF SMALL FAMILY WINERIES DURING THE
PANDEMIC

During the pandemic in Georgia, the construction of a family
wine cellar is associated with great risks, unstable environment
and lack of tourists, severe restrictions in the country and
economic hardship, low level of education give a chance to
startup businessman’s do not build the cellar. Also noteworthy
is the culture of properly hosting wine tourists and following the
rules that most owners of small wine cellars are unaware of. The
observation of foreign wine experts on small family wineries will
allow us to understand the real problems, whether the small
winery is ready to host tourists today.

The observation of wine experts on small family wineries will
allow us to understand the real problems, whether the small
winery is ready to host tourists today.

The study included observations on 7 small wine cellars, the
research revealed the opinions of foreign wine experts, named
the problems of small family wineries, found ways to solve these
problems, concluded and made recommendations.

Using statistics, fundamental research will make it much
easier for start-ups interested in this field, working for young
entrepreneurs, to develop their business and activities with less

risk and financial losses.

Keywords: Wine tourism, Small family wineries, Small

business development, Covid 19 pandemic, Wine tourists.
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LOGICAL COMPREHENSION OF CONCEPT AND
CORRESPONDING TERM

Expressed issue in the article “Logical comprehension of
concept and corresponding term” is often detected in high
schools and universities. Teaching in higher educational
institutions is very complicated difficult due to small vocabulary
of students, lack of knowledge of common international
terms. Besides, this situation worsens because of perfunctory
reading and perfunctory listening, lack of concepts the concept
comprehension skills. Generally, poor language skills are typical
for contemporary youth all over the world. Its main reason
includes screen mania, screen addiction. As we know English
language itself includes most international terms of Greco-Latin
origin, that is why, knowledge of English could at least partially
help in improvement of vocabulary. That is why, 80-90% of
students of the most faculties do not know or vaguely know even
the terms which occur in many various fields.

We have to do the special works aiming to develop the skills
of comprehension and memorization of words in students,
although all these should be provided in school.

Activities promoting comprehension of concept proper itself/
as such i.e. meaning Comprehension is impeded with poorly
developed formal-operative i.e. logical-conceptual thinking, i.e.
infantilism of thinking. For most of students (people in general)
just pre-logical-conceptual thinking level - syncretic, concrete
operational, i.e. figurative-associative thinking is leading (what
is really natural for age of 6-10). That is why, at the everyday
life consciousness level of every day consciousness even clear
scientific concepts seem become fuzzy. Besides, we have the
other results of screen mania: giving priority to perception
over thinking, concrete and picturesque thinking and poor
conceptual-abstract thinking.

It is necessary to develop students’ critical logical-conceptual
thinking as far as possible. The more so, that it is needed also
to be adequate citizens of democratic society. And vice versa,
concrete and figurative-associative thinking makes the best basis

for formation of easily controllable, consumer society.
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In order to develop critical logical-conceptual thinking,
logical tasks should be included in the curriculum of a specific
field, integrated with the issues of the field. Such tasks will also
contribute to promote deeper studying of the field.

Such interactive exercises may be provided on the various
levels regarding the students’ readiness, knowledge and
intellectual skills. Scientific research or creative seminars belong
to the highest level. If the students’ readiness is low, the learning
process should be provided similar to the sixth-seventh years of

school — aiming development of literacy skills.

Key words: Sectoral term, Logical comprehension, Methods

of active readiness, critical logical-conceptual thinking
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Teaching in higher educational institutions is
very complicated difficult due to small vocabulary
of students, lack of knowledge of common

international terms. Besides, this situation
worsens because of perfunctory reading and
perfunctory listening, lack of concepts the concept
comprehension skills. Generally, poor language
skills are typical for contemporary youth all over
the world. Its main reason includes screen mania,
screen addiction [1]. There are two more additional
reasons: poor quality of school education
and easiness of entering higher educational
institutions; very poor command of English in spite
of ten-year learning at school. English language
itself includes most international terms of Greco-
Latin origin, that is why, knowledge of English
could at least partially help in improvement of
vocabulary. That is why, 80-90% of students of
the most faculties do not know or vaguely know
even the terms which occur in many various fields,
such as: statics / dynamics, invariant /variant
/ variation, semantics, expression, mediation
/ mediator / median and similar. Due to above
mentioned, learning of the sectoral terms and
understanding of the corresponding concepts
becomes very difficult.

We have to do the special works aiming
to develop the skills of comprehension and
memorization of words in students, although all
these should be provided in school.

1. Terms analysis (what also promotes
comprehension of corresponding concepts)

1.1. Teaching of the most frequent affixes: -,
im-/in-/ir-, re-, dis-, pro- pre-, post-, in-/intra-,
ex-, inter-, quasi-, pseudo-, sub-, meta-, term-,
marg-, pan-, co-/con-/com-, bio-, -chron-, -phon,
-strat-, -scop-, -port-, -philia, -duction, multi-,
poli-, mono-, di-/du-, bi-, quart-, penta-, kilo-,
milli-, deci-, deca- etc.

1.2. Breaking up of words into the forming
parts (simple

morphological analysis) and
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comparing with the other words, for example:
sub+sensor, post-modernism,

with

aqua+tory —

compare aqua=rium aqua+rium and
terri+tory; im+pression — compare with press,
pressing...

2. Psychology and Concept Acquisition Method

Concept can be acquired by natural/
inductive or artificial/deductive way. Natural/
inductive acquisition of concept starts with
learning some of the examples of concept and
formation of the functional equivalent (image,
pre-concept) thereof. Further it may or may not
go on by consolidation of the examples (i.e a
part of concept volume) centralized around this
concept prototypes (combined concept) or it
may continue with formation of fuzzy concept, or
comprehension of true, full value concept. This
includes comprehension of concept’s content, i.e.
comprehension of its explanation or definition and
learningofitsvolume. This way childrenacquire lots

» o u
’

of concepts, for ex.: “animal”, “plant”, “pyramid”,

“cylinder”,  “minute”, “month”, “century”...
Acquisition of these concepts commences in
practical, householding situation, but further is
should complete at the level of logical-conceptual
thinking. As for artificial/deductive acquisition of
concept, it has an opposite direction: it starts with
learning its theoretical or general explanation/
definition and further passes to examples.

Anyway, for full acquisition of concept it is
essential to get aware of:

(1)positive, negative and marginal examples of
concept; just standard, typical examples are not
enough, it is necessary to comprehend negative
and positive marginal examples as well [5]; why
do each of these examples belong or not belong
to the concept volume according to the essential
features as forming parts of concept content;
ex.: for the concept of “bird”, the typical positive
examples include seagull...

sparrow, raven,

negative examples - butterfly, grasshopper, bet...,
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marginal examples - penguin, ostrich... Those who
cannot prove whether each of these animals are
birds or not, do not know the concept of “bird”
properly. This important psychological rule was
also discovered in practical pedagogic aspect by
well-known practicing teachers, ex.: “If you want
to comprehend a subject thoroughly, explore its
difference from the other subjects mostly similar
to it and its similarity to the subjects which mostly
differ from it” (K.Ushinsky)

(2) how this concept relates to the other, earlier
learnt concepts; which of 4 logical relations is
there between concepts and why; which concept
is opposite thereto; i.e. it is required to consider
counterexamples and compare them with the

|II

other concepts. Ex.: the concepts of “animal” and
“bird” have the general concreteness interrelation;
the concepts of “bird”, “reptile” and “mammal”
— mutual exclusion interrelation; the concepts
of “bird” and flying/volatile animal — the logical
relation of partial intersection;

(3) how this concept may be used in the various
concrete situations, for solving of the various
problems. Besides, it is not sufficient to learn and
remembersuch ready applications, what makesthe
standard tasks. It is also necessary to have transfer
skills, i.e. use in the new, unknown, problematic
situations, i.e. solving of nonstandard problems.
Ex., for the concept of “bird” such problems may
include independent learning of Archaeopteryx,
formation and examination of logical hypotheses
(not retrieving, reading and memorizing of articles
about Archaeopteryx). Further this topic will lead
to the bird’s evolutional origin, genesis.

(1) and (2) correspond to the second level of
Bloom'’s taxonomy, but (3) — to the third level. [7]

Although, almost all the children or uneducated
people and the great part of adult population act
in different way, not on the logical-conceptual
thinking level, but figurative-associative one.

This causes the typical errors of thinking. In such
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case, concept’s content, i.e. its essential features
are not decisive for acquisition of concept, but
accidental perceivable marks (halo-effect is a good
example thereof). It is apparent even in word-
formation of languages (collective error of the
entire nation, what is natural for the ancient times
of cultural genesis development of thinking, when
the words were formed). Ex., in the Latin language-
culture for the concept of “reptile” such random,
garish feature is used as wriggling. In spite of its
randomness, it became a basis for formation of
the Latin word “Reptilia”, although some reptiles
do not wriggle (ex. tortoises or dinosaurs) and
some other animals just wriggle (ex. worms). Also
in the Georgian language-culture for the concept
of “bird” such random, garish feature is used
as ability of flying. In spite of its randomness,
it became a basis for formation of the Georgian
word ,, 3mnb3gman”, although some birds cannot
fly (ex. ostrich, penguin) and many other animals
can fly (ex. bets, some fishes, many insects).
Correspondingly, in the psychological experiments
of acquisition of concept, most of the respondents
make the typical mistakes of thinking: they attach
decisive importance to ability of flying and they
consider that worms are reptiles. Also, it is wrong
to identify human to the concept of “biped”: many
people have one leg (some of them — since birth),
besides, many species of animals are biped (ex.
birds).

All above causes deficiency of natural/
inductive acquisition of concept: concept is fuzzy
and intellectually defective, logically weak and
indistinct. On the other hand, artificial/deductive
acquisition of concept has its own deficiencies,
namely, risk of concept formalism: an individual
can explain/define a concept (remembers i.e. has
memorized the text and can recall and formulate
it in case of need), knows some examples of the
concept and remembers some ready applications.

But all these belong to the fist level of Bloom’s
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taxonomy, as this individual has no abilities of (1),
(2) and (3) without which, knowledge of a concept
is empty. As the experiments prove, even in case
of artificial acquisition of concept, full-fledged
acquisition of concept is achieved upon passing
deductive knowledge to inductive, veristic,
intuition knowledge [6].

Teaching should be provided by the natural,
historical way of cognition, which is mainly
inductive. Ex., geometry is the most deductive
schoolsubject, butitis bettertoteachitinductively.
Advantages of the inductive and deductive ways
are unified by the method of active readiness of
teaching [4] which avoids deficiencies of each of
them. So, the basis of the constructivistic three-
phase teaching includes the first, preparative
phase which is purely inductive; as for deduction,
it mainly occurs in the second and third phases.

3. Activities promoting comprehension of
concept proper itself/as such i.e. meaning

Comprehension is impeded with poorly
developed formal-operativei.e. logical-conceptual
thinking, i.e. infantilism of thinking. For most
of students (people in general) just pre-logical-
conceptual thinking level - syncretic, concrete
operational, i.e. figurative-associative thinking is
leading (what is really natural for age of 6-10) [2].
Thatis why, at the everyday life consciousness level
of every day consciousness even clear scientific
concepts seem become fuzzy [3]. Besides, we
have the other results of screenomania: giving
priority to perception over thinking, concrete
and picturesque thinking and poor conceptual-
abstract thinking [1].

There is a worse, deeper reason as well.
Students are not trained to real learning since
their childhood. They even do not know difference
betweenthetruelearningand superficial mechanic
memorizing with further reproduction of this
memorized material; they have undeveloped self-

criticism and meta-cognition principles: Do | really
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understand this topic or not? Is my knowledge firm
and clear or fuzzy and fragile ? Is this knowledge
connected with the earlier learnt material or not?
What does remain misunderstood? (D. Perkins
calls such questions “Pandora’s” questions [8]

Just this prevents students of many kinds of
faculties from learning and passing exams. Just this
provokes problems of learning as well as passing
exams for students of different specialties. At the
figurative-associative level of thinking a concept is
figurative and integral. It is not analytically divided
into separate features. Conclusion is made on
the basis of not logical reasoning and essential
features, but associations and inessential garish
features (namely, in the social relations it causes
halo-effect). Poor abstract and formal logical
thinking also cause confusionand defenselessness
in nonstandard situations. For example, here is
a half-joking problem: “Tsikalat and Nijablatis
spend every night together. Nijablatis will spend
the whole next month in Bumbutka. Where will
Tsikalat spend night the day after tomorrow?”
They reply: “I don’t know, | don’t know them... |
have not ever heard such thing..why should |
know... what does Bumbutka mean? ...”

It is necessary to develop students’ critical
logical-conceptual thinking as far as possible. The
more so, that it is needed also to be adequate
citizens of democratic society. And vice versa,
concrete and figurative-associative thinking makes
the best basis for formation of easily controllable,
consumer society [1].

For the purpose of development of critical
thinking  the
programs should

logical-conceptual concrete

educational include logical
activitiesintegratedintoits contents. Such activities
can promote gaining of deeper knowledge in the
concrete field as well. Let’s consider the examples
thereof given here below:

2.1.Choose the features from those given here
below which are essential for the learned concept

/ phenomenon / process Z.
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2.2. Let us suppose that we had learned some
subject X, but today we learned another one - Y.
What kind of logical relation is between these
subjects:

a) general-private concrete; b) private concrete-
general; c) similarity identity; d) part-whole;

e) partial intersection; f) mutual exclusion.

2.3. Well-known activity for comparing of
subjects X and Y, for which Venn diagram is used
usually. But Venn diagram is not suitable for
this activity, but for 2.2., as it is inconvenient
(sometimes due to lack of space) to insert phases
into ellipses. For 2.3. activity rectangular scheme,

i.e. comparison table is more convenient:

which argument completely denies this opinion,
i.e. which is a counterexample?

2.7.What may be concluded from the learned
paragraph of the reader? — and there the choices
are given. Further these choices are analyzed:

° Which of these choices are proper true as
such, but here inadequate?

e Which is close to the right answer, but
fuzzy and incorrectly reasoned?

e Which has false content itself regardless
of problem’s question and context?

° Which is true itself, but fruitless due to
excessive generality (lack of concretion)?

2.8.Which widely believed stereotype falsity is

subject Y

subject X

All attributes of subject X goes into the left
columns, those of subject Y — into the right
column, but all common for both of them — into
the middle one.

2.5. Please, find a logic error in this reasoning:

Or: Has this conclusion of reasoning any
sufficient logical basis or not?

And here we give the choices (a), (b), (c),
(d), providing that one of them is correct. These
choices shall help students in verbal formulation
of the error.

2.6. It is widely believed that ... ... ... .... Please,
find the argument proving this opinion: I. ... .. II. ...
.. ... ... (three arguments are given)

The choices shall be as follows: only I; only II;
only lll; only LI, only LIII; only ILIII; all tree ones;
none of them.

Oranopposite task: which argument prejudices

this opinion, i.e. which is a counterargument? Or —
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shown in the learned paragraph?

2.9.Which of the following choices makes
not a result of the main conclusion of the given
paragraph, but its preliminarily required logical
basis?

2.10.The following scheme (tree diagram or any
other) is a short summary of the given paragraph

e What kind of process the upper arrow of
this scheme points to? Lower arrow?

° Why are three words in bold and set into
a frame?

o Is upper/lower position in this scheme
important? Or right/left position? What does it
correspond to?

e Which of the following words should be
written in the blank of this scheme? Instead of the
mark?

° If we extend this scheme, what could be
above/below/right/left?

2.11. Which feature was used for classification
in this paragraph? Which other feature could be
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used for classification? Name the advantages of
the first classification, second classification.

2.12.Think up the new example which: I.
explains the considered regularity; illustrates the
considered regularity; 1l. Makes exception to the
regularity.

2.13. High, metacognitive level task: which of
the intellectual actions in the last two paragraphs
was the main one?
¢) induction/

a) analysis; b) synthesis;

generalization; d) deduction/concretization; e)
analogy;

f) contrast/opposition; g ) evaluation; i)
comparison...

There are some more types of activities. Each
of them shall be enclosed the reasoning. Correct
choice is not sufficient.

Such exercises may be very naturally used
for the method of active readiness [4]. It is also
amazing for students, as it usually causes active
discussions, considerations, disputes. At the same
time, professor can assess general intellectual
skills of students as well as their factual knowledge
of major special field.

Naturally, such activities would be even more
efficient being commenced in school.

4. Text Comprehension / Understanding

Weakness of logical thinking immediately
shows itself in underdevelopment of literacy
skills, namely, in weakness of understanding
and comprehension of the read text, the more
so, if the text is of abstract content. Students
are accustomed to superficial reading/listening
without comprehension, i e. only reading/
listening of words. They even often incorrectly
read the words and cannot understand the
resulted inadequacy and continue such superficial
reading. Ex., instead of “discourse” they read
out “discussion”, instead of “authoritarian” —
“authoritative” etc. and cannot understand that
they read out absurd. According to the classical

research of L. Levi-Bruhl, ignorance of logical
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contradiction is a feature of the primitive or
lagged thinking; according to Z. Freud, it is typical
for sleeping consciousness, but according to Jean
Piaget — for infantile thinking [2].

More often occur incomprehension of text
content and making superficial associative
conclusions. Ex., a group of students of the
psychology department reads the new short text:
Thinking is a main cognitive force of human. It
is the activity of human’s consciousness aimed
at solving problems/tasks (in its broad sense),
as opposed to thoughts which run associatively
and nondirectionally: in possible sequence of
ideas, images, senses, memories, phrases, idea-
suggestions (stream of consciousness).

After that the lector asks the question: “So,
what is typical for thinking?” The students reply:
“Associative stream, sequence of ideas, images,
senses, memories, phrases...” No one of this group
of 30 students understands that this answer is
incorrect, although the text is before their eyes.
The lector has to hint them using the scaffolding
method: “Find the word “which” in the text. What
does it refer to?”. “Find the words “as opposed to”
in the text. What does it refer to?”. But most of the
students still cannot understand. The next stage of
scaffolding becomes needed:” This text aims to
contrast two concepts. What concepts are they?”
etc.

Now, let’s imagine a traditional lecture. The
lector reads the long monologues and considers
that:

1) all
monologues without distracting attention;

the students are listening to his
2) natural rhythm/tempo of thinking of all
the students is the same as the lecture’s rhythm/
tempo;
3) the students know all the terms they hear;
4) the students comprehend content of the
sentences they hear;
5) the students comprehend relations between
the thoughts, implications, illusions etc.
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All five assumptions are groundless. Besides,
there is a pure psychological methodological
argument: true, high quality learning through
passive listening is generally impossible. In the best
case, such way only the lowest level of knowledge
may be acquired, i.e. informing, only the first level
of Bloom’s six-level taxonomy. The second level —
understanding and comprehension and the third
level — applying/transfer (never mind of the upper
levels) remain unachievable. But who may need
unsensible and useless knowledge?

Proceeding from above, it is clear that the
traditional lecture method is ineffective. For low/
moderate readiness students the most/great part
of the lecture remains uninterpreted, so even the
lowest level knowledge, factual informing cannot
be achieved. As for high readiness students, passive
listening to the lecturer is boring and annoying
for them. Besides, they are almost prevented
from asking lots of questions and discussing the
thoughts they may have in the course of lecture.

Inter alia, one of the main reasons of low quality

school education is essentially similar — passive
and superficial, unsensible learning.

For lecture purposes, it is better to provide
students with the entire lecture text (digital
version or hardcopy) with the accompanying
illustrations, schemes, diagrams, tables and
other visual aids which they would read before
lecture and keep it on the lecture-seminar where
they would work with these text and visual aids
to achieve their comprehension in interactive,
dialogical, problematic modes.

Such interactive exercises may be provided
on the various levels regarding the students’
readiness, knowledge and intellectual skills.
Scientific research or creative seminars belong to
the highest level. If the students’ readiness is low,
the learning process should be provided similar
to the sixth-seventh years of school — aiming
development of literacy skills. As the saying goes,
“better late than never”. Without these skills

learning in university is like building a sand castle.

(1]
(2]
(3]

(4]

(5]

(6]
(7]

(8]
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