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CHALLENGES OF HUMAN RESOURCES
DEVELOPMENT ON THE CONDITIONS OF THE
GEORGIAN ECONOMY
ABSTRACT. A person is considered a valuable asset of any organization.
Accordingly, the development of human resources directly determines the
effectiveness of functioning. In Georgia, as in the case of most developing
countries, we face many challenges in this direction. Identifying problems,
discussing them and looking for ways to solve them is an important condition

for future progress.

The aim of the work is to review the main trends in the direction of human re-
sources development in the public and private sector of Georgia and to highlight
problematic issues, for which the desk research method is used.

People employed in organizations are a part of the country's population. There-
fore, talking about their development should begin with a general assessment of
the development of the nation itself. Tools such as the Human Development
Index (HDI) and the Global Knowledge Index are often used for this purpose.
According to both indexes, the indicators of Georgia experienced growth over
the years and generally exceeded the world average. With such results, it falls into
the group of countries with very high indicators, however, it should be noted that
the indices include many components and sub-indices, which might compensate
for low indicators at the expense of high elements. Consequently, the positive
level of development of the population of Georgia is confronted by a number of
problems identified in the public and private sectors.

The analysis of the public sector showed that the lack of an employee develop-
ment plan over the years was such a big problem that even at the legislative level,
a number of issues regarding the production and submission of the above-men-
tioned plan and the development of civil servants were written by the agencies.
This kind of decision was a step forward, however, it can be said that a big prob-
lem was divided into many parts and there was a need to perform a job
performance assessment in an appropriate form, quality and methodology to
identify the development needs of employees. In addition, the legal discharge of
obligations may in the future lead to an increase in the level of bureaucracy due
to the formality characteristic of the public sector.

As for the private sector, the human resources development system is organized
in large organizations compared to the public one, while in the case of employers
with a small number of employees, such a system is almost non-existent, or exists

at the expense of the fragmented existence of individual elements of the system.

Keywords: Human resonrces development; Human Develgpment Index; Knowledge indexy
Development plan.
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doLoO3oeN

3JBHSemdS. 5059056vMm0 MglrMLYdOL B30y BOHMBZs> MoMJIoL yzgws mGysbo-
Do3gool 95399060 BMbJ30mboMOOL Bo3356dm FBoJBHMOL Ho®mBMogbl s ©ds3MMNEs,
1530M03 MsbsFIOMIGdOL 3BIMGBILBOM M) 35609O 0bBIMgLYdoE 9d3939. Tgbodsdols,
LogoMmM39wmbo $0bodbEo J0dsM0IEgd0m sOLYDIMEO 3MHMdEIGO0L 0EIBEGHOBROE0MYdS ©
396339990 6930396(30900L 999853905 OMGINE 06305300l IMIYHOL MS3U.

33¢930L doBbgd0 ©s 58mMm336980. BsdO Mol Jobsbos MsbsdgMmazg 93mbmdogol 3o6MH™mdgddo
500530569m0 MLOLYOdOL 49630050930l J0TsMI0IYGd0m sOLGIMWO DMASEO FEYMTSMGMIOL
d0dmboergs s 30MdgIgdol 259m3wgbs, Holm3zoLsE A9bLsBEIMWWOos Fg8ga0 sdm356gd0: Bs-
JoOH 0390l IMLobEgmdol, MMAMOE 50s30569)M0 MHgbMLYdOL dodmbowgzs gbgzomsmgdols do-
35600 900m; doMH0MIO GH9bgb3E0gdols vy 3MMdEYIgdoL As8Mm3wghs LoxsMm ©s 39Mmdm
LgdGHmOdo; glodsdobo sl33bgdOLS s M93MT9bOE0JdOL T9d)Ts39ds.

3900mEMEMY05. 33¢g30L d0Bbol Jobomfgzo 299mygbgderos bsdsg0g 331939, MMIg-
o3 9Bwdbgds $o9yzs60 JoMmz9wo s MEbMmgwo 93EBHMMGOOLS 09 MEOYIBOBF0gdOL MgE9396-
GO 31003530900, 33009390L5 S BmMbo3gdgdb.

390093900 ©5 Losbang. B5IOMI0 MH3L VYOOl M65IgEMM3Z9 30MMdJdTO JsOwM 93mbmdo-
3990 505305699M0 MHYLMOLYdOL 2563050930l F0TSMYGd0m SMLYIM 3OMdEGIYOL, bmerm

33930L 3936096 Losbargl 30 FoMImogbl s3B™mMolgmwo Fgxasligdgdo mvy M93:39bws-
(309%0.

0053006I6MN 3063NMAIMIABNLYO PO BMXENL LMEI LOIOGH]IZIMIN

5Q0530569M0 MLOLYBOL 496300050905 30HMM 253700 MMYIBODoEGOIE Lobifogarm s gob-
35300000909 59dE03MmdJO5IY 00935690 (Stewart, McGoldrick 1996, 1), bmgom dobo GosGmm
392905 8005H6MgOL IMbobgMdol 39000 gMdOL HBEOEL (Rao 1995, 15). 0Josb 4sdmdobsty,
M8 MOboBs3o0L 9©sd0sbMGmO MglMLgdo M30MH3gMIl gm3wrols Imbsbwgmdols bsfowos,
9600836935605 59 085O0 g000) BodoMZ9W ML LHYMMM Fob30M ML MbOL TgTsLYdS(.

939460L5> s Fobo FMbobegmMdol BMYSO 39630050900l F9gg3sLgdol 36MdOEY 15dsegdsls
Po®Imoygbl 5053056v9M0 gobgzomamgdols 0bgduo (Human Development Index (HDI)), Gmdgeogs
MROM BIOMME 9BLYIL 55T05bOL 49630005609d5L, 30MY MEYIBEOBOE0GdOL sEsT0sbMEO Eg-
LOLYdOL FgdNb3z9g3500. 00 9MHM0D6YIL 50BN 4963005M9dOL olgm  Q96BMI0EgdHBU,
OHQM0M930(355: X IBIOMIWMds s LoEMEbEEOL bobyMdmogzmds; 3mEbs s 3BM3MYdOL HabogMgdol
©mbg. §H0obsdgdstg 33e930Lsm3z0L, HDI-0L dodmbogrgs 3608369wm35605 doMomss© (3m©bol
3033mbgbEoL godm, MHMIgwor 0Bmdgds 25 (gubBg FgBo sL530L 5@s056gdOL Loligmem Asbsm-
@gd0m (fergdom) s B3mEsdEgeo sbs30L 153d39d0LmM30L Lfogerol dmbsgrmbywo Fargdoom,
LodmeEmem xsddo 3o, HDI-8o 3m©bol gobbmdogds asbsmegdol 0bogduol Loboo gMm39ds
(UNDP 2022). 25903056300 90900l 39630056900l 36090500l 356eqddo 3cmdHogdwgeo
50530560 2obg0moMgdol 2020 Harol sbye®m0dol dobgz0m, Lods®mzggerml  5sdosbwydo
3963000060900 06cgJbo 2000 Herosb FBsMIOs s Ym3z9geo Lssbys®modm farolomzol smgdadgds
6930mb0obs s MGEroml Fglisdsdol dobgz96909wgdL (0b. osyMsds 1).
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©053M535 1. 505805610 g363005Mgdol 0bgdlo 1990-2019 (ergddo,
Lsgdoronggamm-g3em3s s 39bEGHMseMo sD0s-Abmggemom

12
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0,8 0,69 IEENNNNNNN__——————
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e—{55doMm3IEm =335 © 390F. sBos  ====Flingwom

Hgoee: United Nations Development Programme 2020, 347-350.

2019 9ol ogo 0.812-b 5093009, M3 936O™M30Ls s (396GHMIIHO sHool Mgyombols (0.791)
@5 Abmgeoml 0bgdul (0.737) 393650 50905390, 50bodbrmeo 8539690wom LodsGmggwm 61-9
5030 035393L (2018 Fgarli 53939090 3MBOE0S 2 JOMGME00 Q9N MOJLOS), Momsi 0
939469006 xaMxndo  9J3939, MMIGDeE  Fo0sb  FosEro  9sF0BMMO  A9B30MMYdS  9d3m.
50bB0dBS305, M Bods®mM3zgerml HDI-l domogn 35396909l dobo 3md3mbyBEHJIO0 09653 o6
3965306md7096 (LFsg3erol dmbsermEbawo s LsdMswrm Fargdo Fglsdsdolo 15.3 s 13.1 s6ob)
(United Nations Development Programme 2020, 343-346), o3 3903399900 sO®mMwangdl 5q0s30s-
Bols 29630056930 (36900l o30(MMYOLS S MOABOBEFO0L slTEHsd0m dob Fgasligdsl.

dbobergmdol 496300050900l Fglsbgd 06x3mMIs300l JoMgdolsmgzol 360dz69wmgs6 dshgz9b9-
B9l GomBmoyqbl 01939 L Mdscrmo 3mEbol 0bgduo (Global Knowledge Index (GKI)), Gmdg-

woi 7 J3906gduol (fobs Lombogg®lbo@gBm gobosmegds; gdbozm®o s 3OHMEBglomwo dobsm-
@wgds 5 BHMYbobgao (TVET) s v9s0egbo 496500e0g0s; 330093900, 39630000905 s 0bmgzse30s;
L50bRMMTS300-1530M3603530M  BH9IbmEMy0gd0; 93mbmTngs; bawdgdfymdo sMgdm) JmOMgws-
BOMo 35300600L Loxgdzgebyg bl Tgz3slgdsl. 2021 Herol dmbszgdgdol Logdzganby, GKI
0b6qgduob 51.3 36093bgemdom LodoOmggarm 154 d3994sbsl dmMol 39-60 3mboiosl 035390L (ob.
0526505 2) 5 Abmnwoml dglsdsdol sB3969dgwl (48.4) dg3Go© 509ds@gds (UNDP & MBRF
2021, 218-220).

5005305690 49630509005 s 3MEBOL MbOL A9BALYBZMgwo 0bwgdugdom mvy 300L-
XIWJOM, LOJoOMMNZIWM MM BsdMmMBYdS 29630056093 J399bgdl, 56989 dmfiobsgg 3mBo-
3090l 035390L Abmgeromdo. 9935, MM Foo LBAZ39wHBY WYIOMNO L3367l QodMEs-
Bo M9oMo@ sOLYdMo LoEWYSE3006 36083690M356 2oobELl 2o8M0f393L, MoYbsE Bgdm-
50b0dbmwo 0bgdugdo IMs3se oligm 3mB3MmbIbELS vy Lvdobgdbl 989d69gd0s6, GIMdwgdos
3065306 56 35653060MdGOG6 VOB GMBOL, MHMYMO3 5050560 BLOLYGBOOL Ib30MMYdL.
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05M335 2. Mmoo 3rmbol 06gduo s dolo bvydobogdugdo 2021 Farolimgol, bsds®mggwrm s

ALemgom
=0=155doM039eM ® Jbogwom
GKI
Be0IEUNBO A5GHAGM °13 §obs Larybogg®LoEgBH™
02000 070 61,2 39BomEngds
® | 70,4
] 445 9dbog®o s
93mbmdogs 56,7 52,9 51,299 36mgBLomo gobsowgds
/ 5 BMgbobyo (TVET)
314 46,1
{ J ‘J
Lo0bGBMMTs300- 48,2 31,3 49,7
Logmdmbogogom 350 gLbo gobsmergds

Gagbmmyogdo
3393900, 39630056905 o
0bm3gs30s

Pystem: UNDP & MBRF 2021, 218-220.

L5JoMM39wMT0 Q9BsMEGOOL Lo3oMbgdLs s FOMIOL BBEOOL 353806MH0L dglobgd 0bg3m®mTs-
GO0 900G 0s (Paresashvili, Okruashvili s Nikvashvili 2021), 099939, sGogMmo dg3bogMo s
396500900l 9Ju39gMGHO LodOMBL dragm Hegddo d0dE0bsMY FobsmEgdol MYBMMIYObY s oo
390929099. bsBololdgeos, ®MA 5@s305601M0 MglMLgdol 39530050900l Mol BEMOL smiEo-
@wgdg 3060Mm35© LHimMgE 39650 gdol LolBgdol MoMmEIbmdMO30 MY bsGolbmd®mozo Impgc-
B0Bgds Lobgrgds, MoLsE 98gMbgdl sxg0bsblgdols s 3M©boL 93mbmdnzol 3603369 mdol
393603096930l 3O:MdGIgd0. 50bodbmwo 3OMEaLYdO Mo30lL FbEMmOZ 9bs30MHMBYBL 93mbMB0 3OO
29630050900l 0bmzs30v6 IM©EBY 39960l AoLgw L (Korganashvili 2015).

0033006360 MALIGLIBNL 3V6300OMIdO LOHFOGHM LITJOMEGHIN

L5JoMM39w M0, 505d056MHO MLMOLYBOL A9B3005Mgd0L J;mgwo Gogo Lszombgdolowdo
465000905 29BL53MMMGO00 49Fob30s dmem argddo s b 3H9bgbaos LW MBOM ©d
MRO® IHBMEO.

LoxsM™ BgdBH™®do, 505305699H0 MLEOLYdOL FoMmM30L dmge Moy Lszombby, oo Mol
Lok oM™ dbsdloboIMgms 390090 s 3OHMBILOME 35630156YOsBY, ALEIYdIE MFYgdsliosb
9OMO© 39033970 35UboLITYIOXMBS 530UM05 BLOS ,,LOX MM LHALSbMBOL doMEML™, MHMIEOL
RbJ305-0m35egMd900 256LSBOZOW0S ,,Box oMM LsALObMEOL Fglobgd™ Bodsemzgewrml 356mboom
(Lodomgzgarml 306mbo Loy s LsLobyGOL dglbobgd 2022, dmbero 21). 53 JoToMNYEgdOm,
LoxsM™ bgd@BM@do 3080bsMY (33e0Edgd0Ls S 2939900L Tglobgd 0bBMMTsz00l o6y YoMl
Dom0Mopabl ,LoxsMm LsdbobyMol dowGmml 2022-2023 (argdol 0blEoGMEoemo Lsdmddgom
393095, OHMIwol Jobg30moi Lox s LsdLbEbMTo 3OHMBILOIMO Fob30MMYOOL LobEHYIoL ob-
3900L 30Bbom ogAToos OGO 9dGH03MmdJOIOL QOBbMM(309e9ds, MIMAMMO(355: Loy oM™ Lodbo-
b9Hdo FoMHMN30Ld S WOIOHMIOL F9630MMYOOL 3BIMYMAoLS s BHEMYPB0bYOL ABIbEGds-b-
3909, Gowsb@gdol 5030l LobGHgdol sbgMY30L Tgbobgd (36mMdoYMGOOL sToegdols doBboom
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99H3906900L BsBoMgds; 060309 MHO 15 F0MMYdJOOL bo8Yd39wBY 3OMBILOMEO Fobzoms-
6900l 06030 MMHO 3933900l 89349853930l FgOMEMEMYooL IMIBsYds; LoxsMm Lodls-
b®do 96EGHMOHMdOL LobGHgdol 0bLEBHOE30MbIOBsE0OL FgOMPMEMY0s; 3GIMBILOVIEo 39630~
050900l 3900™MYdoL IM350RgMM3b9d0L Jqlobgd bed3zgargzol 899853905 s 5. 0. @AM
5060360 ©™ 319996306 06033935, 959E03MdYOOL FIBBMEMEF0ggds IRgRTOw0s Fgb3gEMYdOL
M6A3560D900L aBoms s 989953900 gBHd33wg3900L, 3MIMAMSTIO0LS M) FTJOMPMEPMAO0L
15399509300 (LLOS ,LOX MM LsdbobmEOl dom@m™ 2022, 8-9). dombgszs 0doby, MHMI bsdmJdgom
39390 25090005 553056M0 BLMOLYBOL 49b3005MdOLsMZ0lL 3B0T3bgM3z560 dogero Moyo
©mbolidogd9gd0, 30:0MO0GHYEGH0 B0 dgbmegdol 39dsboBdo s baeLbos. Bs®rmsw0s, dmm
Pangdol MH9xmEmIoL Botywqddo, Loxsmm LgdG™m®mdo s5d@o0IMoE J0dE0bsmgMdL 5Es0sbMEMo Gg-
LOLYIOL Loz S ob30MGOIBY BEONB3s, FogM0 5©0b0dbMo JodoMMEgds TgEHfowrs©
95063 Lok 9O BLOALEbYYOIMS 35M0GMHOL >OMZOL MM 3glol bofowros.

5005305699M0 Mgl OLYGOOL Fob3z0mMmYOOL LsdSBOLM F0MHMdS MEMYBOBE0YdOLMZOL 3OMeg-
Lowo 263050900l 29330l MBYOMBSS, MMIgwos s©0bodbmwo 3MmiEglol dsem3zol 860dz6g-
©m3560 Bsdoegdss. drmem (jgmgddo Bo@sMgdmeds 33wg350 9B396s, MM 53 d0dsMmmMEgdom
90 M356MHgMdS 853054 BOEGOIO 56 04, M5YbSE Fo9M3IZEM0 Loy 5™ MMY60BE0JdOL
dbmerm 25%-b 359BBS 3MMFBILOEo 4963000l 49T (3503509, s bbg. 2017). 5©0bodbmero
3603 gdols 935609058 Bo3s6mbIYdM MBYBY 9s0bsE3Ws. 89009290, 3OMIBILOWWOo gsbgz0-
0509006 9539JB0965 HoMTsMmzols s MYoMgdol dobbom, 2018 Farol 22 dsoll LodsGo-
390mb 3ms3M™d0L doge dowgdre 0dbs N242 ©sygbowgds ,,36MMmBgLomo boxs®m dmbgwol
36598090 gob30m5M900L sFoMHMYdPIoL AoBLHBOZMOL Fobol, 3OMmEBglomwo FsbgzomaMgdols
LBHObIOEHOLS s Fgbol WsdBHI0EJdOL FgLobgd*. s0b0TbvE oYY Gd5T0 IEHIWMMSE SOOL

309000 Loxs®m M(ggdgdol 35¢0gdmwgds dmbgwgms 3MMBILOMEO b3005MYdOL ymggu-
Parom®o g9390L sOLYGdMIOLS s Lok oMM LsdlbobIMHOL dorIMmbm3zol dolo FoMagbol 3oegdwy-

@900l dgbsbgd (LodoMNz9wMml dmogmmdol 2018 fierols 22 dsobol N242 sygbowgds "3Mmey-
Lomeo Loxs®m dmbgwol 3OmMmxglomwo  gsb30maMgdol LoFoMmmgdgdol gsblaBramol Lo,
36MHMBLO0MYo 96300000900 LEBIOEHOLs s gbol ©sdBHI0Egd0L dglsbgd" 2018). HmymO3
Lox oM™ Bodbobymol domemml 2021 Herol Logddosbmdols sbasM080sb 06033935, M0y MHygdgddo
dmbggms 365980990 296300050930 293930l F9d+9dsg9ds s o0 Logwdzgwbg 5dGH03mdYdOL
396bmOE0gwgds by MBO™ FBIOEO FHYbIB305, M3 IEAMTSMIMBIL 39mgLMdOL3IID 330l
(LLO3 "bax st LsALsbwyOL domdm" 2022, 8-10).

»30089L00o LoxsMM Jmbgeol 3OHMBILOMWo 630mMJOOl LoFoMHmgdgdol AsblsbM3-
®ob {obol, 3OHMmBILoMwo 356300050930 bEHobEsMEHOLS s Fabol sdEI0EgO0L Tglobgd” oyg-
Boargdols dobsbo Loxstrm ¢fygdgdobmazol dbmewm@ dmbgwgms 3OHMBgLOMWOo gb30m5MdOL
39390L Fo63mgdol 35¢E0IEgO0L ABLODBPZMS 56 YmRow. 50bodbEo 356Mmbd399qds6g b -
35GHoMwo 5JBHom ©s0fym Imbgeols 3OHMBIBOMWO  25630M50Mgd0L  3MIM(39IMIOOL  MYAIO-
09053. 960w gdol dobgz0m, LoxsMm sfglgdMEgdsdo b3z OOL Lodsbolm Jdggds
15306 MYOGOOL 458M3gbss, M5 POMBOE Po0MZ5eoLHOBYDS Loy sOM OHLYdMEdOL LEGMSBHYR0V)-
o d0Bbgdo M) LsFoMMGdGO0, 565 YIMBOLIMZOL Fomzsolffobgdmo dmmbmgbgdo, Lsdvy-
o0l 50f9MH0Mds, sbsddMMIol dogH Fglcryengdmero bsdwdsml dgxoligdol dggaqdo (bo-
JoO»390mb dmog3mMmdol 2018 fiewol 22 dsolol Ne242 o 9bogds "36Mmxzglormo Loy stm
dmbgol  36HMmBgLOMo 43630150900l LsFoMHMYdGIOL  bLIBEOZMOL  Halol, dMmaglomwo
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396300056900l 1BobIOEGHOLS s Fgbol sdBH30Egd0L globgd" 2018, dmb: 4, 3xbd: 2). gobgo-
0509006 Lo FoMmMgd9d0l 009bE0BOE0MGdS 363390 fows® dmo3e3l bgwrddwzsbgergdols dog
5939000905690 ms Fgx3oL9dsL, M3 308 b3 dmombmagl Md0gJGHE ITMI0EIOEIYdSBS
@5 LadsBolM IJNMEMEPMPO0YOHO 30bL. 53 FJoBBom, 3MgMMO Loy sM™ IHILlYdMEgdol Jog
503930 89953589090 bgerddm3zsb9egdol ImdBoYds, M3 Jmbgurgms 25630056M9d0L Lodm-
dog3m b530mbgdOL A5BALYBOZMEo I60TZ69wM3560 59EH03Mds (dmEedg 2021, 5).

Lox oM™ bgdGHMOHOLMZ0L TbOLOSMYPIJO LETsONEGOMH0Z BsMBMYdT0 BbJ30MmboMmgdOL
d9L50590L5, BgIMsbodbMEo oYIBOWgdOm 1939 YEHOIWMBIOS PFIOOO bdFoMHMYdgdDY
0598399969390 256300000930L 3OMAMTol 93853905 S Fobo 530M9OEIE00L Fglgdo (Logstron-
390l d6360H™doL 2018 arol 22 dsobol Ne242 sygboegds "36HmBqloero Loxs®m dmbgerol
365900 gob30m3Md0L LsFoMHMYdGIOL ABLIHBOZMOL Fgbol, 3OHMBIBOMO 236300050 gdOL
LGobIMEHOLS s Fgbol sdBHI0Egd0L dglobgd" 2018, dmb: 5-8), M3 doBOIL Lgd@BHMOmsb B9-
©MYO0m 553056MH0 MlELGOOL 496300000900l 3BIMAEMSTOL Bo3ergd dmdboeMdsly s d0v)-
OM3605GH00L DO 96530MHMBYOL. Loy MM 1gdGHMOOLMZ0L sTsBILSMYBIO 53y35M0 BMEODs-
WIOHMOS 3963399 HOMO© MZ0MPb30m5(MGdBY BOHB30L goderogMgdolzgh MB0dagdl Lok st
by, Mo §ob30msM9dsHg LGl 30MHOE 35LbolIdRYdMBL 30093 YBO™M HBOEOU.

0P03N06IMN MILIGLIBNL 3d63NMOMIBdO 3aGM LATOMEAN

50053056B0  OgLOLYOOL  F630M5MGds 25b330MHMBYIL BOBBILOL 98gJEBH06MdL, Tglssds-
dobo, dmem 39MHom©do, 53 d0dsMgdom I0bEIOLYds s dogrolibdgzol 3mbagb@®maigos
QOEOs 39M3M BgBHMOTog.

3oL Hengddo Bo@oMmgdmero 330093900 (3b50YMBL, GMI MmMRBOBIE09d0L Joymds Bgdm-
50b0dbmwo  Lszombolsdo bIoMs  Mo03s5eMMs@  sblbgs398w0s.  d0BbYL-LdOg]EHYdOL
MA93wgLlMdSL, HMIEYO0E LIPS SOEMY) POE MoMPYBMBL 59M05690L, 3gMLMbsEols
3963000060900l LobEgdob boggwrs, LHogwrols s obgz0MsMmOOL (35¢039MIO® O I¥)353006))d-
s 3mgdgo ggdgbgdo do9Bbos. slgo F9dmbg9390d0o LolHogwm 5gd@03mdgd0 MGYIEOBsEOOL
LEAHMSBIFOOLAD 396YgbgdMEo s sRYRT305, braagrm Lobdocy gOMXIOsO 6 3gMLMbsEroL
30636093 Mo xamx30L396 30856:000o. 50bodbmol LadoMmobdoMm™ bYIMsmo 033900900 Logobsb-
Lo s BOIBEZ93™ LYJBHMOOL MMYBODsE30YdT0, IMIWGILS 09BTIOMIgEMS OO MOM©Y-
Bmds 3gogm aliaddgdmeo (39639d5930¢00 2018, 50-51).

OHM03 D99 500603865, 5053056Mm0 MglMLgdOL gobgzomsdmgdol B3bsdgbEIMHo 0blE)-
396@05 39OLMBsol gob305Md0L g9ds. 330939005 5B3969L, M s©bodbo ggadol sOlg-
d™d0L 350 35839690905 Loy s™ LoALEbMYdT0, MHOL LadoMOL3oMMEsE, 00539 33I30L Mo~
Bobdo, 39Mdm LgdBHm®To 259M30MBYIO MMYIBODoE30gd0L 90%- A55Bb ob30m5Md0L A9ads
(3503599, s Ubg. 2017). 456300560930l 29330l sOLYIMDL 5oLEHWIMYAL (28.6%) g3y oL
fg0d0, ©soLogddgdMeE BEGHMWIBEGHIOL (396dM, 3MIgOEOMWOo bgdEMMAo ILEJIgdms fowo 77.4
%) 9oL BsGoMmgdmwo 33009353, 0039, 39dm3ombmms 32.2% dsl BMEWME FMOTSWMOSE
d00Bbg3L, bmwwm 39.2% 30 LoghHmmE 56 5QLEBMGOL sALSJTGOGE MMYBODsE0sTo ol sGlg-
dddL (Gulua and Kharadze 2018, 193). 0s30L db60g, 0565090MIgeoms 49630005M900L 39330l sGLY-
0Md5 MEMRB0BHE09d0LMZ0L Hob 2ooATMWo Bsdox s, MMFEs, 36MJE03vo TguMH¥IEgdoLs S

dolo 950Dl oMgdg 020 MBMYGOMM EM3MBbEo© 0d3930.
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Qdb336350 LS MI3MAIELOBNIdN

513360l Loboom Fglsderms 0md3sL, MMI Jmbsbegmdol, HMYMOE 5Es0sBMEmO MglmMlndol
3963000060900 J9x35L900LsMZ0L 55060 496300509008 0bJuol, Mm©bOL 0bgduol s
Lbgs dbgogbo 0bLEGHMMAEEJOOL godmygbgds Abmerm J399bol Bmas daMIscMgMdL slobogl. S0
©OML Jgboderms 0bgdbol 3md3mbgbEgdol doge bgo@Mowgdmgl (393900 9egdgb@ol
Q5050 35B3969090. Mgoer MmO 3yMIsMgmdol dx3sLgdoLsmM30L Fo30gdom 9B9JE0b0s Fow-
39990 LGIOMGOOLS s Bd3oMbgdOL 33¢1g3s. 50 B0BbOM OYMGBOEITs Lok sMM S 39Mdm Lgd@m-
900L F9gbHogensd sB396s, MM JoMbgsz350 Bgdmsrbodbrwo 0bgdlgdols dswswro dsB39690ols,
939456530 033907905 56M596M000 3OIMdTd.

Lox 9™ B9JBMOOL 565¢0BAs godm33905, M [Hergdol gobdsgermdsdo »fygdgdols 3OMdY-
Aol oMo gbs Loxs®Mm Imbgegms 4963000509008 293308 56 SOBYOMDS, Mo3 F9dEYMI Foe-
©90gdsms 1b396MbYdEMm MbYBY FofigPom TMmY3z5Ms. MYIEs, 90bodbmwo Fglodrms
39653060HMd30IL 5MLYIMO 3OMBEGIOL 6[93EMGdL IMSZ5¢ OlYo LOYYIMIEPIOM bSZ0MbO,
OMAMMYI0(359:  05659FOMIgGerms  35630050M9d0L  1EFOMHMGDIOOL  A5TMZgboLIMZOL  15TmTomls
d9LOMgdol 9xsL9d0L BMEMTGO0, BsMOLLO S TJNMEMEMP0S; BoxsOM bgdBMMOLbmZ0L ©sds-
HL0509dY0 BMOTEMOMBOM 29B30MMDOYOMO BOHMIMSGO0L badolbols BOs. s0bodbmero
36MHM39L9d0L 35O IIMO, Lok sOM dmbgrrgms 399030 b30MGOOLMZOL 30093 MBO™ 9@
d603369c0mdsl 0dgbl 1300099630695, 09939, ALIJIGOOL MMEOL MAMEGIgEYmRs Jbem-
@M LOX O™ LRIOMLIMZOL OTobILOIMYOIEPO FMEOTSOMBOL A5TM, A9MTIONEGOJE0o. bdFO-
G5 1YAMTIZEME MY YOOL F9JoboDBol god353MYO0L 5GP Imdboermdols 9bstr-
Bmbado.

396dm bgdBHmOdo 3gOLMmbowol 256305090l MH0R0 LHI0MHYDO Loy sOMLME FgsMgdom
g0y dMeE0s, mdEs, 98 d90mbg935303 39§Y9d000 MBsTIMMIgms ob30056M9d0L ggadol
56 5MLgdMOIOLS S Fobo FMOToEMMIOL 3OHMdEYISL. oMY 5F0Ls, 03390JdS MOWOISWYIMSD
396Lb35390910 MOABODBI30900L X yMBJO0: 1. HMIGMSE 95053056v9M0 MHguIMLGdIOL Fobgomatg-
d0l 25350000 LobBgds 9930 s 2. 5333500 LolLEJIoL FBMEIME (35390 JagdgbEGHdOL
dJmbggd0. 5933560 gsblbgs390MEmdol 9Mm-gMHm A9Bs30MMdYdY BIJBHMMO® MMYB0Ds30900L
913 @900 O LFIGOMWMS Mr5MPYBMdS FMOsDBEMYDS, M5 Tgdmbz935d0(3 JON-9OHMNO FHO30MO g~
dmbog50  5sd0s6m0  MgLOLYdOL FoMMZoL dgwo Moyo dodsMNEgdgdol (B dmMob
3963000069001 Ls3000bgdOL) 5IMLMOLOMYISS.
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VLEAMJAHO0. 653O@Tol JoBsbos 906 MYLEOLYdOL gobgo-
560900L 3005H0gd00m, LdsHMNZYLML LoxsH® s 3gMdm bgdGm®do
56BYdIMWo  JOMOMOEO  BgbYbE0gdol Jodmbowgs s 3MMdEYIGMO
L530bgdOL 2odm3zgm, MOLMZOLE dMYgbgdveos LsToa0Eg 330930l
0900MQO.

625605309030 ©LJIGOIMO 53056930 39460l Imbsbengm-
0oL Bofol Fo@dmopqbgb. 5dgsb 4s8mBobsty, o Qobgomamgdsby
150SMO M350 JOOL Fob30MaMYOOL BMYSO Fgx3slgdom Mbs HOf-
gmb. 53 doBbobsmzol HBJoMow 998m0ygbgds obgmo 0blEHMAghEgdo,
OHMYMOHYO0E  9030569MH0  25B30maMgdols (HDI) s gemdsgyy®o
30bol 0bgdlo. mGmogzg 0bgduol Bobgzom, Lads@mzgeml 5639690~
900 Fangdol g9b63sgemdsdo BMHEL 39b0EoEs s FbmgBeoml Lodws-
o 3583969090l oMM 5FoMdgd©s. Sbgmo Tggago0m 0g0 do-
@056 oo 3539698 gdol 3dmby J39969d0L X avxdo b3gds, a3,
Mbs 500603bMmL, MMmd 0bgdlgdo ™sgzol FbGMog IMogow 3MI3mbgbELS
5 bBObEIJLL BMOE339D, MoE BgLadErMms oMo gagdgb@Egdol botx by
%o 85639690¢gdol 3m339bLoMIdL 0fi39300bgb. Tgbedsdolog, bs-
Jo6039mb dMBobegMdoL 2ob30msMgdOl IEIBOM EMBIL Loy sHM o
3963m LYJBHMOTo QoIMZBOEO 5M6gM0 3GIMDdEYTs M30MOL30MEYDS.

Lo oM™ bgd@mMol sbscoBds sh39bs, HMA [ergdol obdsgarmdsdo
565800Mm39ms 2963000000l 29330L 56 SOLYdIMDdS 08©Ibs OO
36mdgds 0gm, MM bs306mb3gdwm EMbgbgs 3o Foofgds »Fggdgdol
3096 ©99mo0bodbmwo 29330l Fomdmgds-Fomagbols s Loxstm dmby-
WIMd 3963000560930 FNYEo Moo LsIoMbYdO. 5333500 F5HY39G0wY-
05 0600390 bsdox o 0gm, M3, Tgladwrms 0mg3sl, Gma dmbs
QOO 3MH:MdYIol sbsg3¢MYds BMs35¢ bofows® s FoMBmodzs msbs-
396OMIgEms 35630m5M7d0L LsFoMMgdIdOL dmgegbolsmzol Lsdwydoml
gL agdol GgusLgdOL Lomsbom GmMBom, boMobboms s dgmmepm-
©@Myo0m  HoMmIMgdol 530 gdEMds.  535Lmb, 39O YOIGDIMS
L535MEgdM0385 2598 LodMTogeMme FgLodErms 3s3moHz0mb Loy sem
L9JAHMOHOLMZOL sTbILOSMYIIO BMOTIWIOMBOM  FIB30MMDYIIIO
009HMIMEH00L bodolbol beMs.

653 999bgds 39MdM LgdEGHMOL, 50sF0sbMEmO MHYLEOLYdOL gobgzooms-
6900l LobEBgds LoxsO®MLbmb TFgsMgdom Mgt gdvwos dbbgow
®M605309030, bowm 1565386OMIgEms 3069 Mom©gbmdol sdbsad-
390¢gd0l dgdmbgggzsdo 5833560 LoliBHds MOMJIoL 56 SOLYBMBL, 56 56~

190mBL LoLGYIob (35390 grgdgbBHdol BMsRAgbGHs® sGLYdMBdOL
botrxbg.

JEL Classification: M38; M39; M30.

bs3356dm bodgggbo: ssdosbwymo Gabexmbgdol asb300s698s, s@30056¢)-
60 3ob30056980b 0bgFbo, 3mbol 0b®gFbo, 3ob30056G g0l 39a0s.
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CHALLENGES OF CONFLICT MANAGEMENT
DURING THE COVID PANDEMIC

ABSTRACT. The changing environment complicates the functioning of organiza-
tions. Main thing in such conditions is optimal resource management, that increases
the importance of human resoutce sciences, among them is conflict management.
The environment has become even more volatile under the Covid Pandemic, which
began in 2019 and has completely changed the work environment. Under the new
reality, both the organizations that were unprepared and the employees' psyche were
affected.

Working from home, social isolation, complicating the separation of free and working
time have posed a new challenge to conflict management. However, the economic
crisis and the situation in organizations in certain sectors, such as the tourism sector,
have increased unemployment. Which of course greatly increased the stress and
feelings of instability in people. For example, according to Bloomberg, up to 340
companies in the US in 2020 declared bankruptcy, Pandemic was named as a one of
the reason.

Conlflict is an intense image or severe differences between two or three parties each
depends on the others, on basis of inconsistencies in needs, desires, values, beliefs,
and attitudes. Since each person is an individual and, at the same time, a social being,
conflict in the organization is inevitable. Consequently, the goal of conflict manage-
ment is not to avoid organizational conflict, but to manage it so that it does not
become destructive. Propetly managed conflict can increase employees performance.
Of course, Covid Pandemic has also had an impact on conflict management. Most
organizations have moved to remote work, the role of software / online platform in
human resource management has been increased.

The article discusses the meaning of conflict management, the path of development
of organizational conflict and different views and the importance of its proper mana-
gement in the organization. The article also covers the causes of organizational
conflict. Of course, this is key point for analyzing the impact of the pandemic. It also
reviews what new challenges the pandemic has posed to the business environment
and organizations, what impact the current processes have had on employees and
people in general. For better understanding of the issue, several studies related to the
condition of employees, adapting to the new environment and the challenges faced
by the pandemic were discussed. Particular attention is paid to stress, which is one of
the causes of conflict and which has been particularly affected by the pandemic, the
results of various studies are discussed in this regard.

The problem of including remote employees in the organizational environment wete
even before the pandemic, however, due to increased stress, the situation has become
more complicated in this regard. The article also covers the difficulties that conflict
management faced in working remotely during the pandemic, including the work-
family conflict. The work-family conflict was quite topical even before the pandemic,
but with the majority of employees working remotely for months and not functioning,
educational institutions, transport, restaurants, etc. increased interest in the issue. To
clarify the challenges, several studies conducted in different fields and countries are
reviewed.

The example of various studies highlights what new challenges conflict management
faces: how did the new reality affect the number of organizational conflicts, their
content, what methods are used to resolve them, which factor in the conflict should
be given special attention. Of course, the role of managers, the actions taken by them
and the decisions made are important in this regard. It also discusses what positive
outcomes and opportunities the current situation may have on conflict management.
Based on the analysis of research conducted in different fields and countries, the
article provides an opportunity to create an overview of the challenges of conflict
management during the pandemic.
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Introduction

The management of human resources is especially relevant in the recent period, since it is the only
resource that is unigue and without which it is impossible to gain a competitive advantage. At the same time,
humans are a social beings, and conflict is inevitable in society. The Covid pandemic has changed both the
work environment and organizational processes, as well as people's lives in general. Therefore, it is important
to analyze and change approaches related to human resource management.

The purpose of this article is to highlight the challenges and opportunities of conflict management in
Covid pandemic. Also to analyze the factors affecting conflict management and the consequences of their
impact. Therefore, the following tasks were defined: highlighting the factors causing organizational conflict
and the impact of the pandemic on them, challenges of conflict management and ways to solve them.

Methodology: to achieve the research goal, relevant studies and publications, both Georgian and foreign
authors, are used.

Results: Working from home, social isolation, complicating the separation of free and working time
have posed a new challenge to conflict management, but it also provides opportunities to further develop
different methods and approaches.

Conflict management

The attitude towards conflict is heterogeneous, according to the traditional approach, conflict has a
destructive character, and managers should not spare efforts to avoid it. But, over time, this view has changed
and now organizations understand that conflict is an inevitable event in society. “In the 1970s, a neutral view
about the conflicts was created according to which conflicts were considered neither good nor bad, but rather
a reason for organizational growth.” [1]

There are two types of conflict: relationship conflicts and task conflicts. “Relationship conflicts are
related to emotional and interpersonal aspects and it create a serious impact on an individual self-identity and
self-respect.” [1] Task conflicts is related to the disputes between two or more people about an objective or a
particular task which is to be performed. Such kind of disputes usually occur because of the opposition or
differences of the ideas, opinions and point of views of the employees within a group and sometimes the
disputes are related to the allocation of materials, policies and procedures, difference in perception and
understanding of particular information or fact are part of the task conflict.” [1].

“As it is known, conflict can have constructive and destructive impact on the organizations. Conflict
management professionals should pay a special attention to avoid destructive results of the conflict as it can
decrease productivity not only workforce, but worse organizational outcomes at all.” [2] “There are different
ways to manage conflicts, some of them are focused on interpersonal relations and others are fundamental
changes. To deal with a conflict in a productive manner is the perfect way of conflict resolution within the
organization.” [ 1]But the key to organizational conflict resolution is proper communication. “The way in which
conflicts are handled are also dependent on factors such as a person’s connection to the issue, whether or not
there is emotional involvement, and the energy level involved in the motivation to resolve the conflict.” [3]
“Studies have also shown, however, that in more complex conflict situations, a one off approach of conflict
management may not prove to be very effective. In fact, chances of there being a more of a negative reaction
to the conflict management style are even higher. If the conflicting parties already have very strong negative
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feelings towards each other, then the expected outcome of the problem solving approach may not be achieved.”

[4]
The impact of the covid pandemic

The environment has become even more volatile under the Covid Pandemic, which began in 2019 and
has completely changed the work environment and people’s lifestyle as well. “Quarantine has been associated
with increased rates of suicide, anger, acute stress disorder, depression and post-traumatic stress disorder, with
symptoms continuing even years after quarantine ends.” [5] “Organizations have found themselves unprepared
for this whole new reality and it primarily damaged people and their psyche.” [6] “The COVID-19 outbreak
has made working from home (WFH) the new way of working for millions of employees in the EU and around
the world. Due to the pandemic, many workers and employers had to switch, quite suddenly, to remote work
for the first time and without any preparation.” [7] Of course, this had an impact on human resource
management as well and presented it with completely new challenges and opportunities. “Perhaps one of the
most salient HRM challenges stemming from the COVID-19 pandemic involves adjusting new and current
employees to drastically altered work conditions, such as shifting to remote work environments or
implementing new workplace policies and procedures to limit human contact.” [8]

Of course, the Covid pandemic has had a great impact on people working in any field, but for people in
certain professions, this period has been particularly stressful. According to a study by Rahman et al ,.the police
officers feel more depressed since the COVID-19 pandemic and their workload. [9] which may cause conflict,
mainly the reason of it is lack of communication and different values/beliefs. “87% of the police officers agreed
that conflicts encountered in the workplace during the COVID-19 pandemic could cause disciplinary problems
among police officers.” [9] Another sector whose employees have been particularly affected by the Covid
pandemic is ICU staff. “There is a variety of studies describing the types of conflict which occur in ICUs, but
too few of them address the issue of conflict management. As intensive care environment might be hazardous
and oppressive, conflict management is crucial for improvement of working conditions. (ICU). As many
conflicts may arise among ICU staff, it is very important to identify their causes, to take preventive measures
adequately early or to introduce targeted corrective measures. Even more so when there is a situations of high
demand for the resolution capacity of professionals, managers and health systems, such as the current COVID-
19 pandemic.” [10]

Of course, the covid pandemic had an impact on Georgia as well. The labor market of Georgia was not
in a good condition even before the pandemic, the high rate of unemployment and the shortage of qualified
personnel are characteristic of our labor market. “In statistical and social studies unemployment is presented
as Georgia's socioeconomic problem and represents one of the most pressing and important political issues for
the country.” [11] In this regard, the pandemic worsened the situation. “In the second quarter of 2020 the
employment rate decreased by 0.5 percentage points to 55.9%. In the Il quarter, compared to the corresponding
guarter of the previous year, the share of employees in the total employment rate decreased by 1.6 percentage
points to 48.6%” [11] Nevertheless, research by Nino et al found that organizational conflicts have decreased.
“Total number of conflict cases has decreased as work nature has changed. People are working remotely or
partly remotely till now. They have meet each other rarely, which decreases probability of appearing stressors
and develop conflict. people realize more, that instead of competing, it is better to collaborate.” [12]

“In mid-March 2020, as many employees began working at home because of government dictates for
social distancing, the abrupt shift in the nature of work-nonwork boundaries generated potential shocks to role
conflct.” [13] This is what led to the increase of work-family conflicts. “The problem that takes place between
the two demands makes a particular person getting stressed in their personal life due to the imbalance between
work and family.” [14] “Work-family conflict is associated with a strong gender dependency, as in most
cultures women are predominantly responsible for housework and caregiving.” [15] Based on the results of
research, conducted by Novitasari et al, it can be “concluded that work-family conflict gives negative and
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significant affect towards the worker’s performance in the packaging industry. This means that the higher the
family conflict experienced by an employee; the lower the worker’s performance would get.” [14] If work-
family conflict cannot be resolved in time, it leads to role and interpersonal conflicts. “Learning how to manage
remote work can decrease the perception of family-work conflict. In addition, organizations should support
employees’ time management skills, enabling them to divide the two spheres and give each of them the right
attention at the right time, with a view to the right to disconnection and physical and mental recovery of each
worker.” [16]

Conclusion and recommendations

Conflict is an inevitable event in society, and any organization should have its own approach to
organizational conflicts. Conflict management is one of the most important factors in managing human
resources and achieving organizational goals in general. The Covid pandemic, along with many other aspects
of life, has changed the opportunities and challenges of conflict management. Stress, lack of communication,
fear of job loss, increase in unemployment, remote working are the factors that human resource management
has to deal with. All of the above-mentioned issues also present new challenges to conflict management. Since
the importance of work-family conflict is increasing, which leads to interpersonal conflict, which is quite
difficult to deal with, especially in conditions of remote working. Accordingly, conflict management methods
and approaches should be changed. “Our focus must be forward thinking, building on the assumption that the
grand challenge we currently face is not a singular, anomalous event, but rather constitutes a “new reality” that
offers new opportunities to which organizational scholars and practitioners alike will need and want to remain
attentive.” [16]

Of course, the reviewed studies and literature are not sufficient for conclusions and recommendations,
the mentioned issue is the subject of further discussion and research. However, organizations should change
their approach and establish a conflict management system that corresponds to the current reality. Managers
should have relevant knowledge and experience in organizational conflict resolution, as well as appropriate
communication skills. Because, it is clear from the studies that the main cause of conflict both before the
pandemic and during the pandemic is the lack of communication. Special attention should be paid to the
emotional state and role conflicts of remote employees. “Previous studies suggest that an independent
leadership style amplifies the influence on self-efficacy positively” [15]which can be used in the formation of
conflict management style of remote employees.
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Introduction and goal of the study

The task of science is to analyze the nature of various risks, to accurately classify them, and to develop
management mechanisms. In nature, risks exist by themselves, are constantly changing, and are difficult to
define. Civilization of society, scientific and technological progress, effective use of finite natural resources,
and the growth of man as an important capital in it are the basis for generating new risks and raising the
guality of existing risks.

The purpose of the paper is to assess the operational risk generating sources and their effects on the
financial stability of the insurance company using historical operational risk analysis, conducted scientific
investigations, and analysis of the present environment.

Literature evaluation

Human capital researchers include John Mayner Clark, I. F. Theunen, A. Marshall, S. Fisher, and
William Petty, a representative of classical political economy in the history of economic thought, who
defined it as the "living active power of a person™ in his work "Political Arithmetic" (William m......... 1681)
and noted that it is a part of national wealth.

According to philosophical science, "uncertainty is the state of the decision-making brain, or its level
of knowledge about a specific situation”. In this definition, the activation of the decision made in the human
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subconscious as a risk-generating factor is clearly visible. In the theory of risk management, a person as a
decision-maker is considered as a subject generating operational risks.

Operational risk management in non-financial institutions: Case study in Brazilian Companies (Parera,
L.C.J.....2010) is a study that explains how to manage operational risk in non-financial institutions.

In the article "Operational risk management in non-financial institutions: Case study in Brazilian
Companies"” (Parera, L.C.J....2010), Parrera and others point out that managers pay less attention to operatio-
nal risk management because quantifying the damage is challenging. In actual production, it can be caused
by various risks arising in the production process and operational risk, as the accumulation of these risks can
be detrimental.

In order to fulfill its obligations, the company creates a reserve capital according to the risks taken and
is somewhat prepared to pay the loss; however, as for the risks caused by the personnel or the organization of
the company, it is difficult to determine the probability of their occurrence and the amount of the expected
loss, therefore the foregoing is true for operational risks as well as losses caused by insurance cases based on
accepted contracts.

Low staff qualifications can lead to pre-contractual opportunism because, for instance, if an employer
pays at the level of an average productive worker, then workers with higher experience will decline the
contract and the company will be staffed with specialists of medium and low level, who are unable to
recognize the asymmetric information provided by the client in order to realize preconceived opportunistic
intentions

Attribution of rights and obligations in selection minimizes operational risks but raises monitoring
expenses. Seeking information about it when recruiting, and signing standard contracts with agents and
brokers are two ways to shield the employees from the dangers of carelessness.

It is impossible to properly record information about all the requirements in the contract, and it is also
challenging to fully explain to the client all the regulations prescribed by the regulatory legislation, which is
the source of operational risk.

It should be noted that the actions of contractors are no less a reason for the emergence of operational
risks, and this is especially felt in the cooperation of insurance companies and pharmaceutical companies, as
well as in the relationship between insurance companies and medical institutions. In both cases, there is a
potential for fraud on the part of the agent or broker to indicate false information in the insurance contract,
misappropriation of part of the premium, etc.

Figure No. 1 Analysis of the types and contents of insurance used to classify referrals to the mediation

service
2017 2018 2019 2020 2021
Towl 177 310 284 161 01
dispute/disagreement
health insurance 138 217 212 133 82
Agro insurance 25 78 56 14 4
other 14 15 16 14 5

Source: Insurance Mediation Report from the Association of Insurance Companies of Georgia.
http://www.insurance.org.ge/index.php?a=main&pid=348&lang=geo

According to the mediation report, frequent referrals according to typology refer to: receiving/funding
hospital services, receiving/funding outpatient services, receiving/funding medical services in provider and
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non-provider clinics, funding medicine. As can be seen from the data in the table, the problems of relations
with the insurance company are most apparent in health insurance.

The operational risk that arises in the cases under consideration can be split into two categories: first,
the operational risk resulting from the insurance agent or broker's or staff's failure to provide complete
information on the insured; and second, the operational risk resulting from the contractor company's or
employee's failure to timely or properly fulfill its obligations (liquidity, profitability, sustainability, market).

Solvency Il proposes a standard formula based on the volumes of premiums received and claims paid
and the determination of the level of solvency in relation to the supervisory capital in order to measure
operational risk as a cumulative effect by calculating the solvency margin of the insurance company.

In Georgia, the prerequisite for determining solvency in accordance with the Solvency Il standard was
the increase of supervisory capital, which was implemented step by step and currently amounts to 4,800,000
GEL for non-life insurance, and 7,200,000 GEL for life insurance.

This requirement demonstrates that maintaining solvency at all times is the most crucial requirement
for insurance companies. Therefore, Georgia faces a significant difficulty as a result of the European
legislation. Although each nation has its unique technique for determining the solvency margin, which is
devised by the supervisory agency, the company will receive a high-quality assessment of its financial status
within the framework of conformity with European standards. The current solvency regulation in Georgia is
governed by the order of the head of the State Insurance Supervision Service of Georgia N15 (September 16,
2016, Thilisi) on the calculation of the solvency margin by the insurer when performing insurance activities.
This regulation fully complies with the solvency Il regulations defined by the European Parliament. A model
based on premiums or losses can be employed with a common formula. It is permitted by the norm that
companies with a history of less than three years utilize the model based on the volume of premiums. We
used the following formula to determine the solvency margin of the insurance provider Aldagi for the years
2019-2021:

NIC1+NICo+NICy 5} [1]

SR, = B X max .
¢ { GIC1+GIC2+GIC3’

_ GIC1+GIC,+GIC3 2]

L 3

where, NIC;, NIC,, NICs_ the total net losses experienced within a specific year;
GIC4, GIC,, GIC;— the total gross losses incurred during a particular year.

_ GIC1+GIC,+GIC3 _ 27383000+41540000+29990000
- 3 - 3

L =32971 000

B=Ly;x0.26 =32971000 x 0.26 =8 572 460

Solvency ratio (SR()

NIC1+NIC,+NIC3
SR =B xmax{——2*—-2,0.5
¢ { GIC1+GIC;+GIC3 ' }

The following is an assumption based on the results of the calculation using the provided formula: the
retention coefficient is 0.5 if the ratio of the total of the net losses over the last three years to the sum of the
gross losses is less than 0.5; otherwise, the coefficient is equal to 0.7

SR, = 8572460 % 0.7 =6000 722 lari
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The solvency margin indicates how high the insurance company's minimum capital need should be in
order to ensure its financial stability and safeguard it against anticipated or unforeseen dangers. For insu-
rance companies doing business in Georgia, the margin is 18% of this amount for premiums raised up to 100
million GEL, and 18 million GEL + 16% of the amount over 100 million GEL for premiums raised beyond
100 million GEL. According to the rule, the normative value of the solvency margin is equal to 18 000 000 +
80 692 000 0.16 = 30 910 720. The insurance premium collected by the "Aldagi" company over the course of
three years was 180 692 000 GEL. This data indicates that the solvency margin in the normative level (L =
32 971 000) is high. The financial status of the “Aldagi” company is within the standard based on the num-
ber of premiums collected by the company and compensated losses: the premiums collected are nearly 40-45
percent greater than the losses. The fiscal years 2019-2021 concluded with a profit. The results show that the
company is in good financial shape, but we believe that the standard solvency ratio formula is flawed
because it fails to account for operational risk losses, which are the most readily identifiable risks in the
insurance industry among those listed in the Solvency Il document. For this reason, we think that the
company's underwriting should detail every circumstance that gave rise to operational risk and track the total
amount of losses incurred as a result. In particular, it is advised that 3% of the premium raised during the
year and 3% of the technical reserves be devoted to the management of operational risks, thereby
maintaining solvency by a maximum of 30%. We also believe that the amount of risk capital for operational
risks is insufficient. Uncertainty surrounds the assets available in insurance reserves to compensate losses
brought on by operational risks. The analysis of the audit conclusions of insurance companies reveals that the
risk management block examines market, liquidity, and currency risk management issues, but that
operational risk management is not given any consideration in any of the results. The existence of court
costs, which reflect challenges initiated against the company and in which the court costs are paid, is the sole
data that partially proves the existence of operational hazards.

Results and conclusion

The following suggestions were made in light of the examination, analysis, and computations of the
materials under consideration:

The company's risk management should research the annual losses generated by human capital and
make reference to the management standards defined by the Solvency Il standard in order to detect
operational risks and ensure the solvency of insurance firms.

Financial statements should include information on the cost of losses brought on by operational risk.

The management of the business should put its attention on mitigating operational risk factors rather
than using reserves to offset losses. Prevention includes staff training, prompt discovery of indifference,
fraud, and reckless attitudes, and their replacement. Such a strategy will lessen the danger of operational
risks developing "ex ante" at the contract signing, "ex ante" during the contract's term, and "ex post"
following the occurrence of the covered event.
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Introduction

The popularity of teams in a global environment is constantly growing. Global managers, in
the context of workforce diversity, are becoming increasingly aware of the added benefits of team
building. These benefits can be improved and increased productivity; Given the fact that, unlike
traditional hierarchical governance, teams give their members some freedom, then under perfect
management it is possible for each team member to make a full effort to accomplish a particular
task or goal. Freedom evokes a sense of high satisfaction, which contributes to better working
conditions.

In any type of organization, the foundation of an organizational behavior system is made up
of individuals who have combined their efforts to create it (e.g., company owners and managers).
The philosophy of organizational behavior of the organization's management (theoretical model)
includes a set of assumptions and beliefs of its leaders and managers about the real state of affairs of
the company, its production tasks and a possible ideal system.

In this paper, we discuss the role of four major theoretical models of organizational behavior:
Namely: the role of authoritarian, guardian, supportive and collegial models.! The choice of organi-
zational behavior model is determined by many factors. Organizational behavior models are influ-

! paresashvili N., Fundamentals of Organizational Behavior, Meridian Publishing House, Thilisi, 2013, 61 p.
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enced by the priority philosophy, vision, mission, and goals of the organization and its managers.
As well as external factors that also often lead to the use of a particular model [1].

Individual and environmental factors in organizations influence the behavior of individuals
and the level of work performed by them. Clearly, managers expect their subordinates to deliver the
best they can. One of the important functions of a manager is to pre-determine the desired result.

However, in the pursuit of any goal, the act of performing a particular task is accompanied by
behavior characteristic of a particular individual that is related to many factors. It is the
predetermination and proper planning of these factors that increase the likelihood of achieving a
high quality of performance. Performance-related behaviors for the manager include actions such as
identifying problems, planning, organizing, and controlling employee performance and creating a
motivating work environment for employees [2].

Literature review

In the late 1950s, Leon Festinger proposed the theory of cognitive dissonance, which explains
the link between addiction and behavior. Cognitive dissonance is any inconsistency that a person
may see between two or more attitudes or attitudes and behaviors. Festinger argued that any form of
inconsistency creates discomfort, which is why people try to reduce dissonance and hence discom-
fort. People will find a stable state where dissonance will be reduced to a minimum [3].

By focusing on performance-related behaviors, managers are looking for ways to achieve
optimal performance. If employees do not work well or consistently, managers should investigate
the problem. This needs to happen constantly monitor the relevant skills and abilities of employees
to reduce the likelihood of job performance problems. In addition, managers need to be constantly
on the lookout for an ongoing upgrade of employees' skills through various planning activities in an
era of rapid change [4].

The issue of responsibility of both the manager and the employee is already clearly important
here; it is essential how the manager takes action to eliminate problems and how adequately the
employee realizes the performance problem [5].

Therefore, it is necessary to provide continuous training of employees. 23% of respondents
think that managers implement a policy of continuous training of employees, while 56% of
respondents believe that part of the specific measures are taken for the professional development of
employees, while 20% think that nothing is done in organizations in this direction.

Methodological approach

Descriptive and analytical research design is followed in the study. We conducted the study
on the available information that was published on the social pages of the certain websites and
libraries. The article describes the relationship between workforce diversity and synergy at
companies.

Conducting research and results

It was also interesting how the respondents assess the manifestation of nepotism in the pro-
cess of continuous training (retraining) of employees in the organization (Figure 1..). However, it is
unfortunate that in the context of a course governed by justice and democratic principles, a fairly
large proportion of respondents acknowledge that the use of systems to promote career growth takes
place precisely in the context of nepotism.
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Only a small proportion of respondents (20%) denied the facts of nepotism, while 24% confi-
dently confirmed the implementation of continuous programs under the influence of nepotism,
while the highest percentage - 56% - partially considered the facts of nepotism, i.e., neither denies
nor confirms it; Therefore, we think that this is a rather significant circumstance, as it is categori-
cally contrary to the principles of justice and democratic governance.

Figure 1. Attitudes towards the manifestation of nepotism in the process of continuous
training (retraining) of employees in organizations

223
94 )

Yes . No . Partly )

We are interested in the management course in relation to the staff to the extent that as a result
of the decisions they make, people develop specific attitudes towards specific events and processes,
which is based on their professionalism, values and traditions.

There is a cause-and-effect relationship between attitudes and behaviors. Therefore, attitude
towards a particular action determines a particular behavior. At different times, in different count-
ries, as a result of studies conducted by scientists, different conclusions have been drawn regarding
the relationship between attitudes and behaviors.

According to some studies, attitudes are not related to behavior or, there is a weak connection
between them. Nevertheless, we suggest that behaviors may even predict behavior. For example, if
we reduce or eliminate the facts of nepotism in our study and everyone is informed about this ac-
tion, of course, this will lead to staff activation and work performance improvement in terms of
taking measures to promote future career growth [6].

We focus on work-related attitudes. This refers to the positive or negative assessment of va-
rious aspects of the work environment by staff. Most studies of organizational behavior are interes-
ted in three attitudes: job satisfaction, service involvement, and commitment to the organization.
For the positive attitude of these three attitudes it is necessary to maintain a balance between the
goals of the organization and the interests of the employees [7].

Figure 1.3. Shows whether the balance between the goals of the organization and the interests
of employees is maintained. As already mentioned, a fairly high percentage gave us an intermediate
answer (in part), indicating that they are not satisfied with the balance between the goals of the or-
ganization and the interests of the employees; 10% say there is an imbalance between these two
indicators.

The rest of the respondents, most of whom were ruling persons, believe that the balance is
maintained. This clearly shows the different attitudes we have towards the assessment of events.
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Figure 2. Employees' attitudes about the planned and transparent process of the
management process
Do you think that the management process is planned and transparent? (Emphasis is placed on
4 main functions of management: planning, organizing, motivation, control)

I Going on as planned; . Being planned and non-transparent
| Being unplanned and transparent; [l Being unplanned and non-transparent;
[ | can not comment

We received quite a variety of responses to the planned and transparent management process.

A fairly high percentage (47%) gave us a positive answer, however, at the same time we
received quite a variety of responses regarding the non-transparent and unplanned governance
course, which may be due to ignorance, or opacity of the management process, or lack of interest in
the final results [8].

In relation to teams, it was important how staff perceived the importance of teams and groups
in general, their impact on organizational behavior. However, 63% believe that groups and teams
cannot change individual motives and attitudes as well as influence individual behavior in the
organizational environment. Only 26% believe that teams can change the organizational climate.

11%

Figure 3. Influence of teams on individual motives and attitudes
Do you believe that groups and teams can change individual motives and attitudes? Can they
influence individual behavior in an Oﬁanized environment?

yes; . No; partly; [J
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As a result of processing the scientific literature, we learned about the views of scientists on
team composition and the number of staff working on a particular problem. It is interesting to see
how important both managers and subordinates perceive the importance of the number of team
members [9].

Here, too, one of the answers requires a special analysis: the highest percentage of respon-
dents believe that the number of team members is insignificant, the main thing is the common
goals; A high percentage was of the opinion that the number of team members should be determi-
ned by the nature of the problem; Here, of course, the complexity of the problem is important, but
the organizational form is based on certain regularities, which must be taken into account by mana-
gers.

Figure 4. Employee’s evaluation of the frequency with which managers make creative
decisions

1. Yes, always. 2. Often 3. Seldom. 4. Never

We got a pretty interesting picture of evaluating creative decision making by supervisors.
59% of respondents believe that the decisions made by managers are always or often creative.
Among these respondents were managers who, in parallel with the tasks delegated by others, dele-
gate and make decisions themselves (it is possible that this high percentage is due to this); Howe-
ver, 34% think this is a very rare occurrence; 7% think that the decisions made by the supervisors
are not creative at all.

Conclusion

Based on the analysis of the results of our research, we think will be useful and interesting not
only for our target organization involved in the research, but also for organizations operating in
different profiles and different spaces in general.

Considering organizational units and self-development policies, managers must ensure high
productivity. The system of equitable remuneration and incentives, which must be based on pro-
fessionalism and personal characteristics, promotes the growth of team unity. We know that if a
manager manages to make decisions based on the connection between an individual's professional
qualities, work results, and incentive mechanisms, then his or her actions will be directly related to
the achievement of the organizational goal.
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OoLGS6E0MOMO LHogergds BoMIME odmoygbhgds s3LEHM05d0, dMOEBIT0, brmezgy0sdo, 83-lo
> Ubgs J3994b9ddo (Keegan, 1995). s96H0gs, @oLEBE0wM Lfagergdsl 8gwydanos dgslideeml qgmy-
9GO BIOMNM O IM935¢RIMHM3560 06EHYMGYdo TboMmggdolsmzgol Labffoganm 379MLg-
d0L 98399GH0565 ofimadoll 36305, GgLodsdolo, 3s8m339mMOW0s OLEBEMOMO gobsmewgdo-
LoM30L FgLsdsFOLO 3OMYM5TYdOL JofMEgdOL LsFoMMYdSE. 93 D00 Foow(3zs doesblio LEwwgb-
A9d0L VoM BM0Eb3xdLs s BODOZMOO TgbmdOL LOZMEOL Bozwrgdmdsly dm®ob (Bollag B., &
Overland M. A., 2001).

QMO BOOLOMAMIGOEO 330093000 35dMm3e0bs, IM3Y3bm smslfergmedo daMmo©o
39653900l LobEYIoL BMOI0MYOOLS s OLEIBEOIMO F3BsMEIGOOL BofirrEIdOLEMZOL s30eY-
090 046905 49b5gdsBY 2B IMbM3BIdOL ©H3ToYMmBOGdS MglyMLgdoL dgbLY-
@mdoL 30MHmdgddo (Horgan B., 1998), sbggg, 9603369cm3zs600 {iaomdol asBMm©s mabsdgdmgy
&996mmy090%Dg. 393509M900 3561599 Md96, HMI MO Qobsgdol domigzsl b0d3zbgema-
Bo 9mPymdl byl obEGsbEomMo bfsgargdol dglisdsdolbo FgmmEgdols s dgusbgdol Loldg-
9900l 259mygbgds, gudBHOMbMwo UBogergdolomzol LoFoMm MalvEmlgdol BMOIMYds. SbYmOo
333w9dumEo domdgdom doow(igzs MFsOWILo AoBsMWgdoL g3mbmdomEmo 9BqdEH0sb™ds, fo-
65089y 99000b3935d0 OLEBEOMM0 3OMAGMSTYd0 T9godwgds LMORI 2obwgl Igmemgbocolbm-
3960 (Dibiase D., 2000).

©OoLGHBE0MOHO 3BIMAM5TGd0m Lffogergdol 998:b393580 s EYMHO FobsMEgdOl M HBEIMb-
390g4mx35do 306039 qlo bo30mbos BHogwgdol bostolbo, MmIgeo mbwsob Lslifsgarm 379MLgdols
3054mx30¢900L mbols dglfogwrom b godmzwobogl. s6Gsbs3wgd 360d3bgwrmgsbos 3GMLYdOL
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99335900L BMOIGOOL 303900l globgd 3OHMIWGIGOOL 45dm3egbs s LsdMTogErm Fglsdrgderm-
0900b 5bLsbE3MS.

©0oULG5b30MO Lsgamgdol SWOT 565¢00B0 ©s dmeem©obgdo

©OoLGHS6E0MOO BFozwgdOl gosboobgdols s IMEWMEObgdOL FobloBOZGMOLMZ0L Fodm3z0-
49690 SWOT 5b5¢00Bbols do@Moas, 390dm dg3sbis derog®o s bbido dbsMgqdo, dgbsdwgdenm-
0900 5 LEROMbYgd0. OLEBEFOMEMO LFs3wgd0L 3OM3gLdo doMOMOE dE0ge TboMggdoE Qodm3-
©@0bs: EOHMLs s LogMEgdo dmdbowrMds, AobsmEgdol oMgdol »fyz9G™dOL »YOMHMB3gEYma3s,
533000905 LFog3eol MbsMgdOL godmdmdsggds, bHsgwrs-Ifogwrgdol IgmMEIdOL FodcMsgo-
R96M3690s, gergdB™ObE d5HgdBY bgedobsfzmImdol gogsmmmgds (Elsevier, Scopus, Sciencedi-
rect, EBSCO, Econlit England Journal, Oxford Textbook of Medicine, JSTOR, BioOne; ECD-Library,
Cambridge Journals Online, HINARI Health s Ubgs). @olL@sbzom®o Lfsgargdol 30Mmgldo 36093-
69396 209mfi39390L Fommoabal oliEsbE0wmo Lsgzegdol LlEo AbsMggdo: Mga0mbgdol do-
b9300m 0639MbgBH0m ©BIMZOL 550658500 ©EMbY, Msbs8gEMmM3g 3H9Jbmema0gdol sbgMy-
30l LoMM¥YY)00, 3nd30)BHIM0BIEO0L 3OMEILOLIMZ0L LoFoMm MM, Fgdbozsby sMMbIdIMO
bgdols3mdmds, Lolfogarm dsboergdols s 3MMmEJLYdOL BMmEOK035300L Fodmf3939d0 ©OU-
G306 M9509bg 2505L3wol 306MHMdYdT0, 53500930MO S 5EI0BOLE MM 3gMlMmbool
303393 9b300L B5309dMds 5659900M™39 F9gdbmema0gdol 9539dE0sb0 FoOMZ0L MZoelsHBMOLOM
s bbgs. 00wd3s, Mbs 900603bml, ®Mmd olEsbEommo bfogzwgds 0dwgzs b3salbgs dgladergd-
@dsL bagzEol 3MMEILOL gob30msMYOOLS s (3EDBOL F0MgdOL MZseLsBOOLOM, JsmQsb 60d3-
B9 m35605: 5659900039 G9dbmemy0gdol sbogro Ggladwgdermdgdol 4sdm3wgbs s IbyMY3s,
303303H9M0Bo300LS s 063YMbYEH0 IRIMZ0L MBEOYB39wymRol Fgrgas© J3gybol obm-
3530IM0 0bBOIBEGHOMIGHVIOMEO 3963000060905, 5350098009M0 s 5E0bOLEMSE0MWO 3gOLMbS-
wob 3033939630900L 295630156905 Mbesob srmzol LobEYdgdol s030Lgd0L 3Mmbom, sbowo
LobHogarm LobEgdgdol gobgzomadgds, LogMHmsdMGOOLM Lalifogwrm 3MMYMTYdME 356MHTMbobsigools
36MHm39LoL RJMYds. SWOT sbscrobom, s1g3g, 399m0339ms, MM 3356 LogMmbl FoMdmaco-
39b8 @oLEBEFOMO BHogwgdsBY gILIWOL draerm gHoMEOL QobLd3MMMYO00 RGO
360 M 39900l 0MH0dO 8909990, 39MM, 9B LOYMMOOWIdIMS 0l BLOJMEWMYOIMO BogEMM9do,
O0Igeros bAHMIbEJddo 0BgbL Mgl LMEOsEMMO 0BMEISEO0LS S MZ0MPSTMboBZ0L sbowo
RMOIGO0L 59m30U90MdOL LyRA39EBY. SFLMB GOMOE, sLEBOTDZ0s OLgmMO 30B9MLIRO-
b9900, MHMIgeros 493m0of393L Mbers0b Lolifogwrm LolEgdgdol IFYMdMOEIL QodmbgEsl.

OoLGHBE0MOO Bogwrgdols dgbobgd MbogzgMLoGGJddo 2563390 IMEMEO0bgdo AsRbs,
o096 MBg@gbo dmemEobo gobsbliv®mo bolilosmobss. MboggMlio@gdgdl dosBbosm, Mmd oLE)b-
30960 LHI3egds B0bBLYIMO MYLMOLYdIOL OBMPIOL 350 TglodeGdEMBDLS. MYMMOMEO JMb-
3B9BEO0L 5OLO 08530 dEYMIsMYMBL, MM Lowrgdsom bs35gddo BEHMWIBGHMS MoMmIbMds 0BM-
905, berenm H9bsgdo sbsbstrxqgdo 0a039 MRgds.

3969300l 259m dmerm M6 9wofodo obEBEoMe 4sbsmgdsbg dmmbmazbs 3093
MROM 450DsME. Fob30msM9ds©o  J399bgdolimzol gl 3MMEgLo  BLLIMMGYdMWO  godmf)393o
3obs 9o Goyo FodGHmMmgdol godm. dglsdsdols, 360dz69wm3zs605, OLEBEOMMO Lfsgwg-
B0l 3MM39L0L 3d5gMmBOGdOLY S IMEMEObgdOL 33¢ng3s.

©OobGHBE0MOO LFsgzgdom bEIBEJOOL 3059mzogdol olEYIBs® AodMYgbgd s
339530599 ©95329dbgdo doymds, 33en935 Bodo®ms 2022 farol asBsgbuerol 1gdgl@@do.
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Mdoegbo Lsbfogargdeol bEMgbEYdoL Asdm3ombgs J0dObsMmIMdEs MO 33000 56Tsgwm-
0530. 890093900 59935305 SPSS 36HMaG5300.

©OoLGS6E0MOMO Logrgdol BMmMIsGDY ©odM30YdIgdol 33eg35d 430B3965, M oL~
A95306m0 13090000 doe0sh 30594mBoos 35dm3ombmems 48%, begom doenosh «3dsgmgoem
4%. 535096, @odmzombms 53%-0l sHBMom, Sgmo ULfogwgds dgBo boGolbosbos, dg@-
Bo3eg05@ batolbosbo dosBbos 39%-b, bmerm 8% doohbgzl, M Lsso@MmMom Bffogwrgdoliosb
39056090000 ©oLEHBEMOMO Lsg3wqds 9o »bosolbms.

©OoLGHBE0MOMO BHozwqdol 3Mm3gbdo 9OHM-9Hm Y39wsby 3OHMdETsd e Lozombow do-
30P60gm 9egd@®mbmen Labffogerm dsloaergd by bgerdolsgmdmdol 4sdm3zagbs. 3sdm3ombmems
139G 9LMOOLM30L 50060 3OIMIWGING Lsgombow 56O 0dbs JoBbgmeo, 39Mdm, 61%-0l sb-
600 gegdBHOmbmen Lobfogarm sboggdbg bgardobsizmdmdol badolbo dg@)-bsgergdsw dows-
05, 26%-30L FoLoegdbg §3Mmds 5656506 Jgng@bgdslbomsb 56 0ym 353800900, dbmerme
1% o3ol, G 9egdGHO™bEo Lobfaganm dolioggdo 6 sob bgardobszmdo.

©oLEBBEMOO Lfogwrgdol 3OHMmE3gldo MsbsdgMm™M3g G9gdbmemyogdols 4sdmygbgdol mbols
d9L5x35L90es FgLodsdol 30mbgsbg 3sbvbgdo 899YABs0MOE Foobsfows: godmzombrems
8.3% LEOYs© gmobbdgds dmlisDMYdsL, MY Msbsdg®™mzy G9gdbmemyogdo 5J&H0MMo© odmoyg-
6905, 19.9% ©59056bTs IMLsBEOYGOL, MM 5659900MM39 9dbMmEMYy0gd0 oMM YTM0Yg-
6909, 09®)-b5309d50 259mMmyYggbgdsl 9mbbIGds AsdMZomMbEms 31,9% LEYEosE 56O J0bbTGdS 96
56 9056bAGdS 45dMZ0Mb M LogMHM MOM©abmdolL 36.1%.

399Mm300b359, LHogergdol IgommEgdols s dgxsLgdol LolGgdol obEbE0Mo Lfsgwrgdols
BMO5EH6 Fglodsdobmdol gbobgd g30B396s, HMA sdmzombrymms 64.4%-m30L bffogergdol dg-
0M©JYO0 s d985Lgd0L LoLEYIs OLEBEMMO BFI3EgdOL BMEOTsEHMID LEOI0s© 6 dg@E oo
d9L50580L0s, 5006l LOHVIOsE FGMLdITME BMOsDBMYOL FodmzoMbIEms Mmomgdol 6.5%,
borgom 4.2%-b 59 Bo3ombBg 0bBMEOTo305 56 gosRbs.

390560900000 565¢00Bol JoBbom Mbs 500bodbML, M LEBHIbGHMS 3FsgmBowgdOl M-
Bols s dmm©obgdol Fgufogerols doBbom, Bbsgbo 33935 Bo@o®m®s 393H™30RgL b039gM-
LoGg@do, 3mwmbgmdo 2020 ferol JgdmEamdsbg. 333580 Bsmommebo 0y3bgb, 3oMHgzgw3me-
Lgero BEGHI6GHY00. 5§90 odmBE0bsdyg, dom 306390 Fgbgds 3Jmbosm Mmbwrsob Lolifogwrm
363980006, BEAMIBGHMS 30oYMmBOWGdoL MBY 306HISOMIOMIMOEFOM 3MEIWSEF050S Fo0)
9096 50ddmw LsMRJO05B6MBLM. 50bodbmwo MBoggMLoEg@ol FogowomBy, obEI6E0MGmO
LHo3egd0Lodo dmErmEobydo F9EHHows® IYIOMO0s, M3 dM[3gMeE0s o0 Joge ™bsT -
639 G9d6mmy0gdHg bgerdolsfzomdmdoms s 93 Ggdbmermyogdol s0m30Lgdol domeeo vbs-
6900l Jmboom. 99990, 3500 BOOLE OLEBBEMMO Logwrgdol bgmy3z0L 0wgs dg@fows
OYO0MS© Jgg3sbos (Cicha K., Rizun M., Rutecka P., Strzelecki A., 2021).

Mbs 500603bmL 0bgl3Ml AMBEOM MBsglo QobsmgdOL BMMAoL 33¢g30L d9©Y-
3900, Omdgeroi 2022 Fgarb godmdaznybs. 33¢0930L J9wgaq030 bobyolidmeos AbmBwoml Lbgswos-
bbgs M90mbdo Mmdsmeglio g9650mgdol 0blEH0E30900L FBOHOWL OLEBEowWGmo Lfsgzwgdols
d9L5dEgdMBYOOL  EORIMNBEF0S30s. 3060390 FEPMBSWIMO 3300935 TSIl 4obsMEgdsbY
COVID-19-0b go3amgbols 9glabgd 2020 Fganls Bo@sMs 35609300l @slisfigolido, 08539 Harols Bs®@lo
@5 3360 do. 93 3gmomdo 360d369wm3zs60 FgMLsdsdmdgdo ogm ML-ol Fglodergdermdgdl
M0l obGBE0MO LHogurgdsbyg goolizgeolisl. dogsoms, sx3M030L §3996930L FgEHglmdsdo

Mdogbo Babffogergdargdol dbmermeo 29%-3s dgderm BHGMOxRI© 250093Hobs LHogargds ol@sb-
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30M5©, 35906 HM3s 93MM30L MBsrwglio Lobfsgwgdwgdol 85% w339 dbs ogm 53 3OMEgLg-

00Lm30L. 356900l Ygd06 gMmo ferol G989y, LoGWSE0s, MMAMOE BB, gomdxmdlls,

5090 AW MOIWM, AbMREoMmTo Mdoeeglo Labfagzegdwgdol 89% s35BMdES OLESE-

30O L3, beagnm Fbmerme 11%-35 396 Jgdwm 50bodbmwo. Mgyuombmer FMowdo, 93MM3s

Q5 5530035 M®Bgds M6 M30IMHJLMds© JbMBEoMb MM MHgaOMmbL dmMol, 093y, dmaz0569000m

LOE Y930 8339MOE 29X MOJLS 58M0IoT03 (0b. osyMsds 1) (UNESCO, 1AU, 2022).
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$igs®m: UNESCO 3rd World Higher Education Conference (WHEC) from May 18-20, 2022.

5336900 s MY3mIgbs309d0

oLGBEoWO LIz GOILMD 353006093 BMYo MmO Bs3omMbol IBMLEHIOOLS ©o

900500 96500930l 4563000569d0L 0N gd9d0L 096E0FB0IsE00L FoBbom, MomEbmd-

030 3309300 godM3wgbowo 3MHMIGIJool obbowrggdo Imbs BMIML-XAMBJIMB. Lodm-

MM, 330935H9 ©YMObMdom, 8999935305 ©OoLGBEoMGmo Lfsgergdol 306MHMdgddo Mmoo
296500900 25630m56M930L Fglobgd 99990 1336930 s 9396 30Yd0:

OoLGHBE0MO 306Md900 FoMmMIEGdE0s 9dgBHLo Lolfogwm 3MMLYdOL 9539G0sbo

LFogegds sbsdgM™3g Ggdbmermyngdby d9B0MMEo 3mdol Asdm. sE0WgdYIE0s
d06M005©O0 Fo36MHMBOWGdgo bsgbgdol LHogwrgds glsdsdolo 3GrMmaMmsdvIeo »BEOYb3gw-

g4mxoms 5 3509 EgJbMmEMy0mEms® S0 FIMZ0W0 SMPOEGHMO0JO0L 30MHMdYGOT0. 535D,
9603836935605 ©s0{yml oLEBBEFMO LBFI3wgdDBY 5©3EH0MIOMWO BodsbTsbsowgd-
e 300Mm59930L dmTDsYds. OLEBEIOO LodsbTsbsMEIGdEIM FBIMAGMsTol F9dvds39-
0oLl AoBmM35¢0L0bgdY0s 50T0boLEHMIE00L JoBEYdO s sTMEIBYd0; B0BI6AYHmbo-
@05, MmBEs0b sboeo BogsbdsbsmEgdEIM 3EsGRBMMHTGOOL 5I3HIGF0S W 19339 SOBYOMEO
36533030l LOYMmas 0lYMO 3EWdGHBMMIGOOL Lowydzgu by, HmymMgdoEss: Google class-
room, Microsoft teams, Zoom, Skype s bbgs;

L5JoMM39W Ml »Bogl Bogsbdsbsmrgdem sFglgdmegdgdols »dgdgbmdsdo Lfsgwg-
o0l G9dbmemy0gd0 396 35LbMdL oLEBEOMMO Lfogergdol ImmbM3ZbgdL, 4sblszmm-
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69000 3M5gdE039wo BHogzwgdol Lygmmdo. LoFomms Lobfagzwm 3MOLYdOL 3ModE03wwo
Bofoeol batolbmdmogo gsdaogmgds, 4obls3mmMgdom 3MMYMmdMwo MHOblgeym-
R0 (2055303790 s bbgs 9b5eoHgdol  ©odm309dEs© 390gds 390-339MId0L
©ob3oMgdom); 3609369 m35605 3ModEH03weo Logargdol 35dw0gMgds 3MMLYdOL Tglods-
dolbo 3MHMyM3mwo MHBOHMb3gwymBom, Imbszgdms ©3MTsz900L 3MbOL Qsdw0gegds
3M533H03MNWo 53035309000 (SPSS, Stata, Excel);

* UHogwgdol 890m©gdo s JgBsligdol LobBgdgdo bdocos TgmLsdsdms olGbEowmGmo
LHog3egdoL  30MHMOYIMB. LsFoMmms, LFsgzwgdol gmmEadol Jmegds OLEBEOO
1§30 900l BMMHISEHb;

* 1odoMm39ml Mga0mbgddo X9 300093 Vs 0bEYJMbYBH0M OBIMZ0L MbY. 360T3-
Bgemgzsb0s  39dbozme GlEOLIdDY sbsdsMO bgdolsfzmdmdol MBEOYb3gwymes
939460l 359 EHsdom;

* 5350099000 S Imf)39mwo 39OLMBsOl BN EMds gugd@Ombme 35Hgddo xgH 30-
@93 96 5MHoL Bo3ToMOLO. 5E0WYdYE0s 3gOLMBIEOl TgEo dmbsfogmds gugd@EH®™mby-
o 50M0Eb30L LobogzgMLoGgEM LolEgdgddo, 300069 bLrmaoswme Jugergddo. Fgbsdsdol
0519030 B0 MIOLIMZ0L, 9db03mEM0 bsfowols golivwdxmdgligdersw, 0Bs6AgHmbo-
05 0bLEHOIBHMMGOOL 459mygbgds Lolfogwm 3Mmigldo. 960d369wMm35605 SsT0sbO-
Lgao  OHYLYOLYdIOL 303393 9630gO0L  F9630M0GDS-5350WGdS  Bom0 A5 TBSIYIOL
3bom UBfogangdoll 3GmEgLol go3oRGEgdol Fgbodsdolo; d1939, 930 GIIWos 396~
LmbsEolm3z0L FHMgbobagdol dofim®gds 9wgdEHO™MbMwo 35Hgdol 9B9dBH0bs© godmyg-
B9d0LsmM30oL  (3og., FgHILMds KIORIOMOOM 0PLMZL 06BMGTo30900L  JE-gmbEGHOM
3933oLS s Q9B 30L);

s 39BsmEgdol 5EB0boLEMIBHMMGIOL 250Mm30mMb30LLL 50BMBbEs, MMI Fsmo dgBgbmds
05HMOL 3565990MM39 39gdbMmMy0gdoL LoFoMHMgdsL. 0935, OLEBEOMEMmO Fobsor-
@900l 5M5MLYdMdOL gsdm, ollobo 396 sHgMHYdI6 3MMEILOL FbsMLFIMIL 593353 IM0
396LMbsE0m, FoMBH030 3560 O 4Mmbo3MME0 LoM3gME0M dOIRIGOM. BodsMID39-
@b 356Mmb3gdmdsdo dgbo@sbos 330093900 oLEBE0MGm0 49bsmgdols dglobgd,
omd 5©I0BOLEBM3058 s 3M0E03MLYdTs Fgdemb 3Hgdbmemaogdols s dgbsdsdolio
36059900l FborsF M,

* SWOT 565¢00bBol 9909350 399m3wgboeds mliGds dbs6ggdds o Logmmbggdds a30B-

3965, ©m3 IgBfows ;3500 godmf39355 5@5B05bMs 1B¥B0YIBHIMO ITMIOWHOIEY-

09%0L 999 HoMmdmddbowro 3MMdMGIxd0. §99a90, OLEBE0WGmO LFs3egdoL 9i39d-
0560 ©5bgM30Ls S BEYMOIPO J9BsMEIGBOL MBOHB3gYmBol JoBbo dogr0sb 60T3-

6935605 0bZMOI0MGOMEMIOL 5350eqds OLEBE0OO L ogergdol dgroge dbsMg)d-
9. sbg0 F0EYMI00 MH30LMZ5© 5IYG3500 046935 LyLiEo TBsMIYJO0, LEFOHMHYJdO 30
d9L5dEgO MBS ZOM0Jdbgds.

* ©oLEBEOMMO A9BINEGOOL ym3eoldMI339W0 O LHTIONEGOMHOZIE MYJYMLOMHYOYO
36390 BoFoMMs 50LIBML Fobscgdol sOLGdM LolEgdsdo, M3 LEOMWMME J3ME¥Y-
3OO0 2630569000 894dbol ImTogerol bogsbdsbscergderm dmEgel. obiEsbzom®o
LFogengdolL godxmdglgds MM 890@sbL {3erowl Mmoo obsmwgdols bLolEgdol
x3mOI0Mgd5do.
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BUGHMJGHO0. LAIGH05d0 BOBWOMYMIROM 33¢0935Dg OYMELM-
B0 2o5bsEr0BYdME0s IEYMIO FobsmEgdol Asdmfi393900 Lbgs-
olbgs J39ysbsdo, Tglfogarowos 8 §394b9ddo s®LYdwMwo doym-
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365gdBH03wo sb39dGHgdo.

LodoMmm39emdo  dEAMOO  AobsMEgdol LoLEYIOL BMMIoMIdOL
bgwdgddergeo god@Bmmadol 3sdmbsgargbs, obEBEommo bfjsg-
©gd0L 3MB0G0MH0 s bgysBoMmo FbsMggadol Fgboxgsligders® ©s
0003M50 45650 gdol J0dsMMYgdgdol LB Bodstg-
005 BroMmgbmdMH030 33¢930.

6596Omddo  08m3390w0s  Lodo@Mmzguml «domegl bogsbdsbso-
W™ 5§99 dd30 YOO PobsMEGdOL LobEYTols s
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ANALYSIS OF SOCIO-ECONOMIC BASES OF

DETERMINING FAIR SALARY IN GEORGIA
ABSTRACT. The difficulty of determining a fair compensation is an

economic-social topic that has concerned humanity during the past three
centuries, since the beginning of the industrial revolution, when hired labor has
become one of the primary factors of value creation. Since time immemorial,
different ideologies have provided various responses to the question of what
should be the basis of salary. This debate frequently served as the primary
catalyst for revolutionary events, which have occurred several times throughout
history. Given the significance and complexity of the problem, extensive,
sophisticated, and complex research by economists, psychologists, sociologists,
historians, culturologists, managers, and other experts, is tequired to provide a
more or less suitable solution. By using Georgia as an example, in this article we
will try to analyze the described issue from an economic and social perspec-

tive and highlight the key trends.

Keywords: labor compensation, “fair salary”, employer, labor productivity

The topic of the justice of labor compensation can be brought up in a variety of contexts, such as
sphere, gender, and positional terms. However, we believe that for each of them, a unified approach should
be devised. It should be noted that even though the term "worthy labor compensation™ is frequently used, we
believe that the phrases “fair salary” or "fair labor compensation" sound more complete because, while the
first, aforementioned phrase put the emphasis on the employee, whereas the term we used in the title implies
that the interests of all parties, including the employer, the employee, the employee's family, and the state,

are taken into consideration.

A fairly perceived salary is a reward that is in line with an individual's accomplishments and merits.
In addition, the equality of employees should be considered. Foremost, the employees need to perceive the
wage as fair, in this case, they will try to make more efforts to complete the assignment. Adams, a specialist
in organizational psychology, claims that an employee values two fundamental attitudes. In the first place,
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he analyzes the ratio of his contribution to the company and the profit he receives. Secondly, he compares his
position to his colleagues, considering the ratio of his compensation to the total of his professional
experience and contributions to the company while contrasting it with comparable information about his
peers. As we previously stated, if the employee believes the offered indicators are fair, this is a powerful
motivation. otherwise, he/she becomes dissatisfied and may ultimately quit his/her position [1]. If the
employee remains with the company and continues to work under such unfair conditions, there is a con-
siderable likelihood that conflict situations [2] and organizational time expenses will rise [3].

After considering the aforementioned, the question of what determines unfair labor compensation
emerges. First and foremost, the employee must consider that the compensation is unfair, and make a
determination based on the aforementioned considerations. At the same time, the compensation should also
be so minimal that it cannot cover the needs of the employee and his dependents. We are first discussing
basic needs. However, along with the development of the country, the needs of each of its citizens change.
In such a situation, an individual employee has a claim to meet the needs of a higher level.

Apart from fair wages, there are several terms related to labor compensation. For example, the
concepts of "minimum wages", "living wages" and "fair wages" have been included in the Indian legisla-
tion. The “minimum wage” is the lowest compensation that an employer is required to pay their employees.
In order for the workforce to continue their labor activity, it must make sure that their basic needs are cove-
red. A business cannot operate if it is unable to pay its employees the minimum wage. The “living wage” is
the compensation that ensures the satisfaction of the fundamental requirements of workers and their family
members in accordance with their social status, as well as the possibility of development. That covers the
possibility for workers and their families to receive pension insurance, health care, and education benefits.
According to Indian legislation, the concept of a “fair wage” is dynamic and shifts in line with the country's
socioeconomic progress. A fair wage is therefore defined in a fairly generic way as the compensation is the
reward received by the employees in exchange for their labor efficiency, the complexity of the work
completed, and their efforts [4].

Judging from an economic perspective, the foundation of labor compensation is labor productivity. If
we address the topic of fair compensation for labor from the perspective of the employer, a salary that is not
higher than the labor productivity indicator will be considered a great unfairness. Because of this, it is
essential to evaluate and discuss the concept of labor productivity as well as its leading indicators while spea-
king about the economic foundations of salary. In the existing environment, it is important to consider into
account the growth of remote work as a part of labor productivity, which also influences compensation. It
would be appropriate to involve employees as much as possible in the process of establishing the remune-
ration system to foster their belief in the company [5].

The economic growth of a country, competitiveness, and standard of living are all directly correlated
with labor productivity, which is a significant economic indicator. Labor productivity reflects output per unit
of time. At the macroeconomic level, the aforementioned indicator enables stakeholders to evaluate GDP
growth rates against the backdrop of labor costs, which offers essential aspects about the standard and quality
of human capital in the economy, innovations used in production, and input factors [6].

The indicators for the countries that are somewhat connected to Georgia economically or historically
are shown in Table 1. Quantitative information provided in different aspects will allow us to analyze the
situation in the world around the mentioned issue.

It is common practice that the minimum wage is established by legislation, taking the above-discussed
approaches into account. The mentioned indicator is provided according to different countries in the first
column of the table. The fact that Georgia has the lowest indication in this area, with a value of 7 USD, is the
most significant thing to us. That is because the minimum wage was set at 20 GEL by a decree issued by the
President of Georgia on June 4, 1999 ("About the amount of the minimum wage"), and it has remained that
way ever since. In fact, it may also be said that the mentioned social tool does not work and has no benefit in
Georgia. However, the data in the table demonstrates that the minimum salary is an essential social safety
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and protection measure in every country. The amount of the minimum wage is a great predictor of the coun-
try's economic development. All countries which have developed economies have high level of mentioned
indicator. In this regard, Switzerland has the strongest statistics, where a monthly income of $3800 is absolu-
tely enviable.

The second column of Table 1 shows the parameters of average incomes per capita of the population
according to 2020. This indicator is pertinent to the current study because the largest part of the income is
formed through salary. According to our calculations (because we were unable to find this indicator in
international databases), Georgia had an average income of about $380 to $400 per capita, which is one of
the lowest figures among the pertinent indicators shown in the table, however, it exceeds the minimum wage
level of several countries presented by us.

Table No. 1. parameters of average incomes per capita of the population
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Switzerland 3800 6885 4.8 64.1 0.84 69.7
Australia 2230 4473 6.5 61.9 1.0 59.1
Ireland 1854 5479 5.6 585 1.14 122.2
Netherlands 1831 4256 3.8 64.2 0.84 66.0
Germany 1743 3960 3.8 59.6 0.95 58.7
united kingdom* 1736 3319 3.7 60.2 1.02 497
France 1703 3292 8.0 51.1 1.37 57.9
South Korea 1498 2744 3.9 61.0 0.86 41.5
Israel 1487 3551 4.3 59.8 1.31 55.7
Italy - 2697 9.2 44.3 1.58 57.5
Japan 1360 3363 2.8 60.0 0.90 40.3
USA 1257 5345 54 58.2 1.10 70.6
Spain 1145 2280 15.5 49.3 1.36 48.8
Greece 849 1496 16.3 43.2 1.67 414
Lithuania 621 - 85 57.3 1.07 41.0
Estonia 605 - 6.8 59.7 1.01 42.2
Poland 586 1272 3.2 55.0 1.14 354
Czech Republic 582 - 2.6 58.6 1.02 40.5
Romania 491 1050 5.0 50.4 1.34 35.1
Latvia 481 - 8.1 55.9 1.15 33.9
Turkey 451 754 13.1 44.0 1.96 40.3
lran 311 247 9.7 375 2.55 19.9
China* 217 879 5.2 64.7 0.87 13.8
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Russia 174 891 5.6 58.3 1.11 30.3
Ukraine 161 298 95 50.8 1.34 15.8
Azerbaijan* 147 - 4.9 60.6 1.15 15.8
Armenia * - - 18.3 41.6 2.03 19.8
Georgia 7 - 18.5 53.5 1.34 16.8

Source:

1. https://ilostat.ilo.org/topics/ [7]
2. https://www.worlddata.info/average-income.php [8]

Unfortunately, Georgia leads all other countries on the table with an unemployment rate of 18.5%.
Significant economic challenges are indicated by such a high unemployment rate, which undoubtedly has a
direct impact on the labor market's supply of workers. This, in turn, has a detrimental effect on the formation
of fair compensation practices in our country.

An important indication that can be interpreted differently depending on the setting of a specific state
is the share of employees in the total population. For instance, population aging is a widespread problem in
developed countries, which explains why the abovementioned indicator is low. Intriguingly, there are
countries, where a high level of economic development was noted, but the economic crisis that developed in
recent years caused high unemployment. At the mentioned time, the specific share of employed people in the
general population is particularly small. Good examples of this are Greece and Italy.

The demographic load factor is the ratio of dependent population and employed people. We have two
alternatives for analyzing the situation in this case as well. In particular, people over 64 and indivi-
duals under 15 are included in the dependent population. The ratio increases primarily at the expense of the
elderly in Europe because there are often many elderly individuals and few young people in the population
due to the low birth rate. With older populations and relatively high birth rates, the USA and Australia may
be considered to have optimum ratios of 1.1 and 1.0. In many European countries, the aforementioned
indicator is even lower than 1. However, as we previously indicated, this cannot be viewed as a positive
trend because it clearly demonstrates a low birth rate and an alarmingly low proportion of young people in
the general population. Given current demographic trends, Georgia's demographic load factor of 1.34 is quite
concerning.

The demographic load ratio must be evaluated in conjunction with other indicators and trends, because
its high or low rate is less informative on its own. For instance, in many African countries mentioned data is
2, 3 and frequently more. Which indicates that the total number of dependents in these countries is two,
three, or more times higher than the whole employed population. Amazingly high birth rates and, conse-
guently, the specific proportion of young people in the population, is what lead to this situation. Amazingly
high birth rates and, consequently, the specific proportion of young people in the population is what lead to
this situation.

How can the effectiveness of the workforce be measured? The answer is quite intuitive. Human capital
is the primary determinant of labor productivity. An individual with average qualities employed in the eco-
nomy possesses a combination of knowledge, skills, and professionalism, which is known as human capital.
The second factor that determines labor productivity is technological changes. The second factor that deter-
mines labor productivity is technological development. On the other hand, technological advancements
are the result of innovations, knowledge, and inventions. The third factor that affects labor productivity is the
scale effect, in which the company receives a cost benefit as production volumes increase [9].

Labor productivity is represented by the data in the seventh column of Table 1, and these indicators
correlate with the level of wages and income of the population. Increasing labor productivity is an intensive
means of wage growth. however, the deliberate implementation of a healthy wage policy encourages the
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growth of labor productivity. A commercial enterprise cannot exist in the current situation if the labor
productivity index does not substantially exceed the salary. The increase in labor productivity determines the
country's long-term, sustainable economic development. It demonstrates how effectively states make use of
their labor and time resources. More specifically, labor productivity is the value that each employee produces
throughout the unit of work time.

The labor productivity index shown in the table, which was $122.2 by 2021, demonstrates that Ireland
has recently been regarded as having one of the highest economic growth rates in the world. The USA comes
in second place among the countries included in the chart with the amount of $70.6. This means that com-
pared to the average American worker, the average Irish worker produced around 70% more product per
hour. The impact of economic growth is frequently characterized by a certain lag in the country's social de-
velopment, and the case of Ireland is a clear example of it. Despite such a significant increase in labor
productivity, salaries cannot proportionally represent this fact.

Unfortunately, with a labor productivity rate of $16.8 per person/hour, Georgia has one of the lowest
rates among the countries listed in the table. Economic development, the increase of wages and other inco-
mes, directly affects the improvement of this parameter and should be the focus of a significant part of the
country's economic activities.
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The implementation of a fair wage policy, in addition to the problems discussed above, includes issues
such as industrial and gender distribution of wages. Georgia is one of several countries throughout the world
where representatives from various fields receive significantly different salaries. Often the disproportion is
S0 enormous that it cannot be justified either by the requirements for qualifications or by the complexity and
danger of the work. Below, we will analyze the current situation in Georgia in this regard, considering the
indicators presented in Table 2.

During the period 2014-2020, in Georgia, the average salary increased. As an example, compared to
the base year, the average salary increased by 22.1% in 2017 and 45.6% in 2020.

However, during the discussion, we must also include the fact that the exchange rate of Georgia's
national currency to the dollar fell significantly during this time. For illustration, in 2014, the average
exchange rate of the lari against the dollar fluctuated within the range of 1.76-2.28, in 2017 within the range
of 2.49-2.53, and in 2020, within the range of 3.10-3.22 [11]. Accordingly, in each of the aforementioned
years, the average exchange rate was as follows: $1-2.02 GEL in 2014, $1-2.51 GEL in 2017, and $1-3.16
GEL in 2020. Simple calculations show us that in 2014 the average wage in Georgia corresponded to $405,
in 2017 to $398, and in 2020 to $376. In other words, if we express it in US dollars, the average wage in
Georgia was characterized by a slight, but persistent downward tendency.

This situation is exacerbated by the fact that the majority of the items in the consumer basket were
imported throughout the period under review, regrettably, the same trend is still present today.

It is interesting how the dynamics of the average salary was in the considered period, taking into
account inflation. Lari inflation was 12.6% in 2017 compared to 2014 and 27.6% in 2020
(https://www.geostat.ge/ka). According to this, with the appropriate adjustment of the inflation rate, the real
increase of the average salary in 2017 compared to 2014 amounted to 69 GEL or 8.4%, and in 2020, 115
GEL i.e. 14%.

Table 2 clearly displays the disproportion that exists in Georgia between various fields in terms of the
amount of average salary. For instance, the lowest paid field during the period under review was education,
where the average salary increased from 455 GEL in 2014 to 577 GEL in 2017 to 743 GEL in 2020. The
highest paid were insurance and financial activities, where the average salary in 2014 was 1590 GEL, in
2017 2008 GEL, and in 2020, 2157 GEL. As we're seeing, the disproportion was solid throughout the period
of the three years, being 3.5 in 2014, 3.5 in 2017, and 2.9 in 2020. To some extent, the decline in the
aforementioned indicator at the end of the relevant period can be viewed as a positive development.
However, additional observation will be necessary to determine whether this decrease will develop into a
durable trend. Positively, the average income in the education sector increased significantly, which
contributed to the reduction of the disproportion. Negatively, by 2020, education was still Georgia's lowest
paying field. In 2014, the salary in this field was lower than the average salary of the country by 44%, in
2017 by 42%, and in 2020 by 38%.

Because of specific economic and sociocultural circumstances, industries like agriculture, forestry, and
fish farming are of great importance to Georgia. The demographic potential of rural Georgia, which ranges
from 2.3 million to 4.5 million residents, cannot be completely utilized if the appropriate economic and
social environment is not created in these areas. Specifically, there are between 300 to 330 thousand
employees in the agricultural sector [12]. As we can see, the population range is quite large. In our opinion,
to which, high or low level, the carrying capacity of the Georgian village will be approached, depends
greatly on the general economic and social situation, and among them, foremost, on the income of the
population. As we can see, the population range is quite large. In our opinion, to which, high or low level,
the carrying capacity of the Georgian village will be approached, depends greatly on the general economic
and social situation, and among them, foremost, on the income of the population. The agriculture sector, to
which the growth of other fields is tied by multiplier logic, is the primary influencer of incomes in rural
areas.
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Along with insurance and financial activities, salaries were relatively high in areas such as infor-
mation and communication, which should be considered a manifestation of a global trend. In the
aforementioned direction, the average salary in 2014 was 43% higher than the average salary in the country,
in 2017 this indicator was again 43%, and by 2020, it was already 58%.

In Georgia, the mining, quarrying, and construction industries saw the largest salary increase during
the period under review. The growth in these areas in 2020 amounted to 97.0 and 81.7 percent, respectively,
over the base year. This is a rather high rate and indicates the rapid development of the field, especially in
the case of construction.
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The dynamics of average salaries from 2014 to 2020 are shown in Table 3, along with how they are
distributed by sector and gender. A difference indicator that displays the salary disproportion between men
and women as a percentage is presented alongside the indicators for each year under review. The "-" symbol
indicates how much women's salaries are lower than men's, while the "+" sign represents that women's
salaries are higher than men's salaries. It is noticeable that from the indicators in Table 3, we find a "+" sign
in the case of only one field - supply of electricity, gas, steam and air conditioning. Women's salaries were
slightly greater than men's salaries in each of the three years under review.

Table 3 illustrates the wage gap between men and women. In all areas, women made on average
58.6% less than men in 2014, 55.5 percent less in 2017, and 47.9 percent less in 2020. According to us,
there is no economic rationale for such a discrepancy, and a separate study should be conducted to identify
what phenomenon we are dealing with. However, these data reveal a significant positive trend, that
represents decline of the aforementioned disproportion. We are far from the idea that men and women must
have identical, equal pay across all industries. Hard physical labor is in demand in some sectors of the
economy, obviously, in this case, there will undoubtedly be more jobs available for men, and they will
receive significantly higher compensation. For example, from those presented in Table 3, mining and
quarrying, manufacturing and construction can be attributed to such industries.

Education is one of those fields where average incomes for men and women should be roughly equal.
However, men earned 25% more than women in 2014. The aforementioned discrepancy decreased during the
following years and amounted to 7.5 percent by 2020. In the fields of arts, entertainment, and recreation, as
well as information and communication, there shouldn't be a significant salary gap between men and women,
however, as Table 3 demonstrates, males also earn significantly more in these fields.

From the data in Table 3, Financial and insurance activities merit particular consideration. These are
the areas, in our opinion, where men and women can handle the assigned duties equally well. Nevertheless,
in 2014, women were paid roughly 90% less than men. The compensation gap between men and women
expanded from 90% in 2014 to about 118% in 2017, and then it decreased to 84% in 2020.

conclusion

The growth in compensation in Georgia is directly tied to the increase in labor productivity, which was
noted at the beginning of the article, is not only one of the lowest among comparable measures of the coun-
tries under examination, but it lags behind most of them by several times. Overcoming such high unemp-
loyment rates is also directly tied to compensation increases, which can have a mutually reinforcing effect on
productivity growth.

The labor legislation must be perfected to enhance the compensation policy in a way that, on the one
hand, protect the worker's social interests and, on the other, maximize the productivity of their work.
Establishing Georgia's actual minimum wage should be the first step in this. As the indicators we reviewed
demonstrate, all countries have a minimum wage that is equal to or higher than the living wage in those
countries.

Georgia's average salary should increase, and as a result of the rise, the disproportion between
different fields should be lessened. It is obvious that establishing labor market mechanisms will be the prima-
ry means of regulating the aforementioned issue. Also, regulation of labor legislation and the implementation
of a state policy supporting institutions of vocational education and training centers are equally crucial.

In Georgia, the compensation disproportion between the genders is obvious. In this regard, foremost,
studies should be conducted to identify the precise causes. After the scrupulous study of the aforementioned
problem, the ways to correct the situation should be determined individually for each separate field.

Innovative Economics and Management, Vol. 9, No. 2, 2022
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Introduction

The management of Georgia's open economy is significantly hampered by the chronic deficit in
foreign trade. Although many works on the chronic trade deficit have been developed in the world (Pro-
fessors Westfall P., Bellucco-Chatham A., Boyle M, J., Robert E. Scott and others), this problem in Georgia
is complex, taking into account the peculiarities of the trade conditions of our country. It is considered an
even less studied field. Conducting the present research is an attempt to fill the deficit in the field of
economic science of Georgia. Foreign trade is a specific technology of covering imports with exports. It is
logical that foreign trade contributes to the economic growth of a country, but only when exports balance or
exceed imports. Imports in Georgia have always exceeded exports since gaining national independence (in
the 1990s), and in 2021, imports will exceed exports by 2.38 times.

Over the last 5 years, the ratio of import to export coverage in Georgia has been characterized by an
increasing trend. If in 2016 this figure was 34%, in 2018 - 36.1%, in 2019 - 39.9%, in 2020 - 41.5%, and in
2021 - 42% (www.geostat.ge foreign trade. The figures are calculated by the authors based on the data of the
National Statistical Service of Georgia). Although the process of covering imports with exports is
characterized by a tendency to improve, it is not enough to balance import costs through the export of goods,
i.e. to independently balance the trade balance, without the effective use of foreign financial, currency,
credit, scientific-technical, migration and other instruments.

The chronic deficit of Georgia's foreign trade shows that, on the one hand, our country is unilaterally
trying to join the world economy, and on the other hand, it is too dependent on the economy of other

Innovative Economics and Management, Vol. 9, No.2 2022
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countries, on external shocks, because our country consumes much more than it produces, that is, Georgia is
predominantly A country focused on consumption and not on production. Over the years, the growth of the
import-oriented economy has been facilitated by the stimulation of consumption and not production, which is
mostly ensured by the export of labor force, attraction of foreign direct investments, money spent by foreign
tourists in our country, foreign grants, aid, artificial strengthening of the GEL exchange rate and other means
to increase the purchasing power of the population. It increases much more than the country would be able to
do only by its own capabilities - by collecting the foreign exchange earnings received from the export of
local goods.

Thus, in the world market, Georgia is a country with a more consumer purpose than a productive one,
that is, in the international division of labor, our country has become a key sales market for products made by
other countries (Dolidze, 2019).

Literature review

The term "chronic foreign trade deficit” and the evolution of its theory are related to different scien-
tists. However, the trade deficit as a reason for the deterioration of the country's economic situation was first
discussed by Adam Hayes, according to whose opinion, A trade deficit occurs when the value of a country's
imports exceeds the value of its exports. In this regard, it is interesting that Mikheil J. Boyle's opinion on the
effect of chronic trade deficits on a country's economy, the negative effects of which countries have tried to
neutralize throughout history. Jiwon Ma Jiwon M. (2022) claims that the existence of feedback between the
chronic deficit of the trade balance and the economic situation of the country is confirmed by the practice of
almost all countries of the world (Kramer L. 2022), who was one of the first to prove that the economic
success or failure of the country was largely depending on the chronicity and extent of its foreign trade
deficit. When a country imports more than it exports, it can distort the country's trade balance and depreciate
its currency. The deepening of the country's trade balance deficit, as a result of the devaluation of the
national currency, worsens the economic well-being of its population, because the value of the currency is
one of the important indicators determining the country's economic situation and its gross domestic product
(GDP). It is crucial for the country to maintain a balance between imports and exports. A country's imports
and exports have a significant impact on its GDP, exchange rate, inflation and interest rates. (Robert C.
Kelly, 2011; PETE Ratburn P., 2010; Kramer L, 2009; Jiwon M., 2005; Hayes A. 2016).

In other words, a chronic trade deficit increases a country's dependence on external shocks because it
buys more goods and services than it sells. This generally hurts job creation and economic growth in the
deficit country. (Jiwon M., 2005; Michael J. Boyle 2017; Hayes A., 2005). A similar view of the chronic
trade deficit is common among the majority of US economists due to the deepening US chronic trade deficit,
especially with China, a country with which the US has a chronic trade deficit. Eliminating this deficit is the
main concern of US economists. In 2016, they started a trade war against China. US scientists argued that
reducing the trade deficit will create jobs in the US and strengthen the economy (Howard C. Petiten, 2016).

However, for many scientists in the economic world, a trade deficit is an imbalance between a
country's savings and investment, because a country spends more money on imports than it receives from
exports. According to the rules of economic accounting, the country must compensate for this deficit. For
example, the US can do this by borrowing money from foreign creditors or allowing foreign investment in
US assets. (Hayes A. 2016).

Methodological approach

The methodological basis of the article is the official data of the National Statistical Service of
Georgia and the results of the research conducted by the authors of this article. In addition, the methods of
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data collection, grouping, analysis and synthesis were used as a statistical research method. The data
obtained as a result of the research are generalized by the deduction method.

Conducting research and results

The chronic deficit of Georgia's foreign trade shows that, on the one hand, our country is unilaterally
trying to join the world economy, and on the other hand, it is too dependent on the economy of other
countries, on external shocks, because our country consumes much more than it produces, that is, Georgia is
predominantly A country focused on consumption and not on production. Over the years, the growth of the
import-oriented economy has been facilitated by the stimulation of consumption and not production, which is
mostly ensured by the export of labor force, attraction of foreign direct investments, money spent by foreign
tourists in our country, foreign grants, aid, artificial strengthening of the GEL exchange rate and other means
to increase the purchasing power of the population. ,,It increases much more than the country would be able
to do only by its own capabilities - by collecting the foreign exchange earnings received from the export of
local goods* (Berishvili, Kh., Ghugunishvili, M.: (2020). As can be seen from Table No. 1, during the last 5
years, Georgia had a continuous trade deficit, which reached its maximum value during this period in 2018 (-
5,982.1 million US dollars), and its minimum value in 2020 (-4,709.4 million US dollars). In 2021, the trade
deficit began to grow again and reached -5,862.5 million USD, which, although it is behind the figure of
2018, exceeds the data available before the start of the pandemic in 2019 (-5,720.8 million USD), which is
an expression that the population spends more on imports than , than the economically active entities of our
country produce and export (www.geostat.ge foreign trade).

Table No. 1. Foreign trade in goods of Georgia

(million USD)
| | 2017 | 2018 || 2019 | 2020 | 2021 |
| trade turnover 108027 || 12741.1 || 13317.9 | 11 398.3 || 14 342.4 |
| Export of Goods (FOB) | 27457 || 3379.7 || 37984 || 33445 | 42427 |
| Import of goods (CIF) | 8057.1 || 93614 || 95195 || 80538 | 10099.8 |
| trade balance | -5311.4 || 5982.1 || -5720.8 || -4709.4 || -58625 |
| Import-export coverage ratio, (%) | 340 | 361 | 399 | 415 | 420 |

Source: www.geostat.ge. foreign trade.

As can be seen from the analysis of the data in Table No. 1, the reduction of the chronic trade deficit
was possible only during the period of the mass spread of the COVID 19 pandemic, when due to the covid-
regulations introduced in trade between countries, the flow of international cargo flows was hindered (drivers
were infected, tested for covid infection, and cargo flows underwent disinfection ). This applied to both the
import and export of products, but the import of goods was restricted to a greater extent than the export,
which was not achieved either before the spread of the pandemic or after the restriction of the spread of the
pandemic (in the post-pandemic period) (Dolidze, Kh. 2019).

This is due to the fact that the population of Georgia allows themselves to reach the level of well-being
that the economic, entrepreneurial and, therefore, export capabilities of our country do not allow to meet. As
a result, the country imports more products than it can balance with its exports. This annual trade deficit is
covered by emigrant remittances, foreign investment attraction and foreign exchange earnings from tourism
(Berishvili, Kh., 2014).

Over the last five years, Georgia's foreign trade has seen continuous, dynamic growth at a pace ahead
of imports, which is mainly due to the renewed, joint demand and supply commodity structure in the post-
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covid world, the lag behind the joint world production, and the increase in world prices. The sectoral
structure of the world economy has changed. Countries have moved to a new strategy of national security,
food self-sufficiency growth. The development of sectors providing food security has come to the fore. In
order to increase the level of food security and national self-sufficiency, Georgia should follow the same path
(Shengelia T., Berishvili Kh., 2014).

As a result of hostilities between Russia and Ukraine, the COVID 19 pandemic and external shocks
caused by them, the world's joint demand has shifted from luxury items to consumer goods, which are
traditional export products of Georgia, such as wine, spirits, mineral waters, non-alcoholic drinks and Nuts,
which caused exports to grow at a faster rate than imports.

Georgia's trade deficit is covered by external debt. The latter services are provided at the expense of
the budget, which increases the budget deficit. In addition, our country mainly imports finished products, not
production raw materials or resources. Along with medicine and cars, even many common consumer goods
are imported, while half the population is employed in agriculture (Shengelia, T., 2020).

Georgia, despite being an agrarian country, can't even meet local demand for wheat, meat and meat
products, milk and dairy products, vegetables and other products, let alone export them. Georgian agricul-
tural products are rarely exported to Turkey. Instead, a large amount of agricultural products are imported
from this country (according to our calculations, it is the equivalent of about 40,000 employed people, if this
amount of products were produced in Georgia). (Shengelia T., Berishvili Kh., 2014).

This is because the Turkish government subsidizes agriculture, therefore, the agricultural crops grown
there are so cheap that Georgian products cannot compete with them. In the form of exports, not finished
products, but natural-industrial raw materials and resources (copper ores and concentrates, nuts, ferroalloys,
nitrogen fertilizers, mineral waters, unprocessed or semi-processed gold, wine), which are subjected to
further processing abroad, are exported.

The difference between the export of resources and the finished product is in the prices, in the creation
of added value, enterprises, additional jobs, in more remuneration, for example, instead of apples, export of
apple compote, jam and dried fruit, export of hazelnut chocolate instead of nuts, because by processing
resources on the spot, jobs will be created in Georgia, here People who will be paid additional wages will be
employed, added value will be created here, related industries and businesses will develop. That is, instead of
exporting raw materials, by processing them on site, the next stage of our country's development will begin.

The difference between the export of resources and the finished product is in the prices, in the creation
of added value, enterprises, additional jobs, in more remuneration, for example, instead of apples, export of
apple compote, jam and dried fruit, export of hazelnut chocolate instead of nuts, because by processing
resources on the spot, jobs will be created in Georgia, here People who will be paid additional wages will be
employed, added value will be created here, related industries and businesses will develop. That is, instead of
exporting raw materials, by processing them on site, the next stage of our country's development will begin.

We should approach imports with a similar position. Instead of importing finished products, it is better
to import raw materials, because processing them in Georgia will create additional jobs, additional wages
and income in our country. For example, instead of importing flour, it is better to import wheat, and to
process it in the mill-combinates of Georgia, where people will be employed, their salaries will be paid,
livestock will be supplied as a by-product (bran) and so on.

A similar approach to both exports and imports will contribute to the multiplier effect of creating new
jobs and increasing incomes in our country. Import substitution policies will create national goods, jobs,
incomes and save foreign exchange.

Thus, it is not the volume of foreign trade turnover that is important, but what the country's trade
turnover mainly consists of. If there is a significant excess of imports in the trade balance (as is the case in
Georgia), this is a serious problem, and if - exports, this is very good. Unfortunately, Georgia has a
chronically negative trade balance with all the largest trade partner countries (Turkey, Russia, Ukraine,
Azerbaijan, EU countries, USA, etc.). Against this background, a logical question arises: how should we
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approach the issue of the import of critical goods of Georgia, the negative trade balance with both common
and main trade partners of our country? There is rich world experience in this regard. For example, the
Japanese, who have a pretty good vision of the future, started to implement a national slogan in 1946, the
essence of which is "either export or die." To realize this slogan, they studied the secret of successful
countries and found that it is the navy.

Today, Japan's navy is the third largest in the world after the US and Russia; They foresaw that a crisis
of heating and energy resources was expected in the future. Therefore, unlike the USA, they created small
cars and thus conquered the world car market. The US administration came to this conclusion a little later.
The Japanese saw as early as the 1960s that knowledge was key to the economy of the future, so back in the
1980s they sent 5,000 young students to advanced higher education institutions in the US and Western
Europe. These youth returned to their homeland with new knowledge and skills and increased exports,
replaced unreasonable imports, improved trade balance and developed the economy. (Kemp, Murray C.
1962).

Georgia is also a maritime country, which is one of its advantages in Transcaucasia and Central Asia,
but not a single marine liner or tanker has survived in our maritime infrastructure, which exceeded 80 in the
past. Some of our ships have been cut and sold, and some are sailing in the sea under the flag of other
countries. The Batumi port was given a 49-year lease to a Kazakh investor, who determines the strategy of
the port and disposes of the received income according to his wishes, and not in accordance with the state
interests of our country (Michael J Boyle., & Jiwon M., 2022).

South Korea also encouraged exports and thus achieved much higher economic growth than the
Philippines and South American countries (Argentina, Brazil, Chile), which resorted to import substitution
industrialization until the 1980s. We note that the strategy of replacing imports with domestic products
implies temporary protection of the local market and economic growth with local production capabilities.
The export-stimulated growth strategy tries to use world markets to promote economic development
(Westfall P., Bellucco-Chatham A., 2020).

Export-promoted economic growth is the opposite of the import substitution strategy that was popular
in the 1960s. The rapid growth of exports is also one of the main external factors of China's economic
growth. Chinese goods have many competitive advantages, however, the state additionally stimulates an
export-oriented entrepreneurship economy. The state provides loans with low interest rate, preferential tax
system and other preferences to enterprises directed to foreign markets (Robert C. Kelly. & P. Rathburn.,
2022).

Export-promoted economic growth is the opposite of the import substitution strategy that was popular
in the 1960s. The rapid growth of exports is also one of the main external factors of China's economic
growth. Chinese goods have many competitive advantages, however, the state additionally stimulates an
export-oriented entrepreneurship economy. The state provides loans with low interest rate, preferential tax
system and other preferences to enterprises directed to foreign markets.

It should be noted that the trade turnover at the expense of import and re-export in Singapore and
Hong Kong even reaches 200-400% of GDP. These Asian city-states are totally dependent on trade. Their
wide and deep harbors are much busier than others in terms of cargo turnover, because these countries are
trade and financial centers.

Based on the international experience discussed above, it is appropriate to raise the domestic and
international competitiveness of domestic products by attracting investments and encourage exports by
informing exporters, low taxes, credits and preferences. At the same time, it is necessary to optimize export,
i.e. to prioritize export of finished products compared to resources. Also, diversification of trade partners and
export products should be implemented.

The growth of the export of products made in our country was negatively affected by the military
actions in the Black Sea region, but this does not mean that the Georgian government should not have a
national risk management plan to avoid threats in the region.
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At the same time, it is advisable to replace unreasonable imports by promoting local production
(especially since during the devaluation of the GEL, imports are more expensive than local production of
import-substituting products). Reasonable import substitution can bring a lot of good to Georgia: new
businesses will be created, the number of jobs and export opportunities will increase, imports and demand
for foreign currency will decrease, the mentality of preferring domestic products over imported ones will be
formed among the population, and innovative technologies will be encouraged.

Also, re-export should be used judiciously. In order to promote re-exports, it is necessary to make
reasonable use of Georgia's favorable geographical location, transit conditions and legislative environment.
Georgia, which has a chronic trade deficit, should also have international currency reserves, at least three
times the amount of one month's imports, which will be used if necessary.

Conclusion

Thus, as a result of the conducted research, it can be concluded that in order to eliminate the problems
caused by the chronic deficit of foreign trade of Georgia, the following measures should be taken:

+ In order to overcome the chronic negative trade balance (deficit) of Georgia, it is appropriate to
increase the domestic and international competitiveness of domestic products and thereby
increase the domestic and foreign demand for it, i.e. more: export, diversification, optimization,
re-export, reasonable import, as well as more: direct foreign investments, cash Shipments and
foreign tourists.

This "recipe” for improving the trade balance should be adjusted taking into account the
specifics of each partner country. As a result, the chronic negative trade balance will gradually
decrease and a positive trade balance will be established.

The real way to first reduce and then eliminate Georgia's chronic trade deficit is to rationalize
the commodity structure of imports and reveal and implement the export potential. It is possible
to rationalize the import commodity structure by replacing imported products with local
products, imposing such requirements on imports that are met by domestic products that replace
them, as well as by revising the priorities in the personal consumption expenses of consumers -
by bringing primary consumption products to the forefront and reducing the mentality of
consumption of luxury items.

The second direction of reducing and eliminating the chronic trade deficit of our country is the
growth of export of goods, which can be achieved by diversifying export markets, importing
new technologies, carrying out scientific and research work in export enterprises, raising the
quality, reputation, and awareness of Georgian products in the world market (active advertising
abroad). By establishing it as a brand, by perfecting the design of packaging material, by
perfecting the web pages of Georgian companies, by providing state support in the organization
of transport and logistics systems, by providing state insurance for the risks faced by export
companies (for example, by state compensation for losses experienced by them as a result of
rotting of perishable products during transportation abroad) and others.
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959m§3999em0 3O:MdE)9gd0 S 3300 3505FMOL 3HJd0 VOS
036mdozol 306Hmd9gdd0

SOLEGHMSJBHO. LAHGH0530  gobboweos  Lodo®mzgeml  Loasmgm
353MM30L  JOMbozMwo ©IBoEoGOm Fsdmfizgwo 3GMMdWIgdo,
M3 5539MbgdL B3960 939960L oS 93mbMBo30L FosMMZ0L 3MMEILL.
39965¢0Bgd0s bgoMMZgMI0 0T3MOEOL JJUSIMOEHOT OGO~
30L dymdsMgmds b39bo J394bol LogsFMmm 30MHMBdJOOL Msz0LYdvY-
H00m5 Pom35¢0L0bJd0m. godmgzwgbowos bbgs J399bgdol g3m-
6m30390%bg LodoMmggwml 93mbmdozol Bgdg@o ©sdm30wgdv-
900l MsMYMmzomo 9w9ga900.

00dEOMYMOBOME 33¢09390D9 @O LAIGHOLE03MG Toboggdby
YO EBbMBOM, 2odm3gboeos ol Logasmam §gsmmado, GmIwgdo-

56 J00gdo LsgzswEm d9dmbogwgdol bomxbg bogds JOmbo-
390 LopoMgm 1og353MM IROEOGHOL ORM3s. bbgs J399bgdols
399m30gdol dgbfagarols s B3gbo J3gybol biGs@EolEozw® dm-
B539005 965¢00Bol Lyg3dz9eBg LBDMMYOWM0S, MM LodsGgM
35360HMds byl 89mHymdl bods@mzqwml 93mbmdo3m® BMHsl dbm-
wmE 0d 8gdmbggzsdo, mvg 9udmGEG0 505wsblgdL 0I3MOEGHL 56
509353 gds L. Tglfoguroeos 0d J399bgdol s9mEoEgds, Mm-
39 moi LMo Logomgm bo353MHM 3E0EH03Z0L oG>MJd0m Fgdengls
93b6m3031M0  3OG0Bobob  ©sdwgzs s LHMexgo 93mbmdozdo
50053 Mds. bogoMmM3gEMl LogsMmgm 353MMdOL Jhmbozmwo gzo-

GOGHOM 359Mmf39wo 3MHMdEGIgdolL sbs¢robol Logmdzgwby 4o39-
090905 GgLodsdolo Eab33zbgdo s Mg3magbwsiogdo.

bs3ggsbde bodgggdo: Lags®gm 35FMMmds, JOHMmbogmo LogedMhm -
80300, 3Ju3MOGH0M 083mOHEBHOL sBIMZOL  3ngB03E0gbGHO, 00-
3O GHBY HBgdgBo ©s9M300g3Igds, LobBLLMM MiOBROMbMYDS,
LYOLIMNOD MZ0MNYBOHMBZgErYmas.
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DEMOGRAPHIC PROBLEMS OF KAKHET]I
REGION

ABSTRACT. The demographic development of Georgia and the trends of the
current demographic processes are discussed by Georgian demographers in general,
throughout the country. There are relatively few researches performed in the direc-
tion of regional demography. Kakheti region is an important region of Georgia from
both socio-economic and demographic point of view. According to the data of 2021,
the population of Kakheti is slightly more than 8 percent of the population of
Georgia (310 thousand), and it is inferior in number only to Adjara, Imereti and
Kvemo Kartli. The purpose of the article is to reveal the modern trends of
demographic processes in the Kakheti region and reveal the quantitative analysis. In
order to achieve this goal, in the article I analyzed the statistical characteristics of the
current demographic processes in Kakheti. On the basis of which, argumentative
conclusions were developed in full compliance with the ethics of statistics. In the
process of working on the article, the database of the National Statistical Service of
Georgia was used. According to the data of the National Statistical Service of
Georgia, the tendency of the population of Kakheti to decrease has been recorded
since the 90s of the last century. By 2021, the population of Kakheti region amounted
to 309.6 thousand people, which decreased by 0.005% compated to the previous
year, and decreased by 0.2% compared to 2010 (Georgian National Statistics Service).
We can clearly see that the population of the Kakheti region is characterized by a
sharp decreasing trend, which is clearly visible in the diagram. It is interesting to
discuss the population in Georgia in terms of birth, mortality, natural increase and
migration. In the Kakheti region, as well as in the whole of Georgia, social, political,
ethnic, psychological and economic problems, which affect the socio-economic
situation of each family, are the reasons for the decrease in the birth rate. The issue of
mortality and life expectancy is no less problematic. The increase in mortality over
time was typical for all regions, including the Kakheti region, which is mainly the
result of demographic aging. Life expectancy at birth for men in the Kakheti region is
68.9 years, and for women - 76.5 years. Migration has a significant impact on the
demographic structure of the population. The influence of migration on the social
and ethnic structure of the population, the distribution and settlement of the
population is also great. The main reasons for migration are socio-economic, but
political and military reasons, as well as natural conditions, are also important.
Internal migration is a special problem. A large part of the population has moved to
the capitals. According to the data of the general census, which was conducted in
2014, the population has decteased by more than 600 thousand. The rural population
has decreased by almost 24%. In order to reduce internal migration, the government
must ensure that the population returns to the mountainous regions and villages, so
that the villages and regions are not depopulated. Based on the materials of the 2014
population census, the internal migrants of the Kakheti region made up 8.6%. It can
be said that the Kakheti region is facing the trend of population reduction and aging
of the nation at the same time. To stop all this, it is necessary to conduct an active
demographic policy.

Keywords: Analysis, method. Reduction, natural movement, demographic

policy
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L5JoMM39w Mo YIMYMIR0MIO Z0MMGdS Bo3JTIMO MUY, 5TL SEIBEHWIMYOL LESEOL-
G030l 9mH™M3bmo Bodbobmol dmbszgdgdo s LBbgs gdudgMGHms JgnsligdgdoE. ©IIMYMITOMWO
LOEIPE00L ForsMgligds OO bobos 339 Bods®M3gEmbsm3zol »dbod3zb9wMm3569L 3GIMdENYTsl
0oM0Mop9bL, M3 Bod@GH0MI LERMMbL »Jdbols JoMmzgw gob.

3963005690 439969030 ©9IM §3mbMB0IME s Lrosw 3OMdEGdgdl Jabol JmdsMdOL
5050 ©MBY, brgm 2563005609350 39969030 - FMdIEMBOL Fooero ©MBY, Mo 39dMobsBHIdS
L53dom ool LoFoMdYLs o 939 dg3MMd5T0, FMBobegmdol LabvIOLsc™ WHBOHMBb3gEymRsdo,
360006m96MH0 30560930l AomsMgligdsdo s bbg [1].

0GHIM5GHOOL dodmbogngs

»09IMAO5300“ 09MIbMEo LoEYgzss o bobsgl boerbol smfig®sl. dgibogMmer dGwbzsdo
50bodbmero GHgmdobo 3039w Fgdmo@ebs BMsbyds 393609635 sdoe 005Mm3s 1855 fganl 659-
6o - ,,0059056m5 LESEGHOLEOI0L gergdgbBgdo 69 9900 YIMYMOG0s“. Fob EIIMYES-
R05L sbE0o d93b0gMYds MfMms. 3063900 J3009WMdS IMLObEgMdol d9dlfogergaro Igi3bogMgdo-
Lomgzol gfimgdobsom Lobgaro, 939,360l K. Bernulis, Gmdgerdsg 1841 (gwl 998m0@sbs sbaogo
&9gmdobo ,,populacionistika”. s5b0dbmeo d93bogMgdol Lobgws a96Mmdsbgerds dg3bogMds rixard for
molma 1858 LoBmyomgdsl Jglmsgsbs GHgMdobo - ,893b0gMgds  IMbobargmdol Fglsbgd“. bemenm
1871 §9gaob 36mdoEds gg@3sbgeds LGo@obGHogmLds G. Engelma dsb ©0gdmy®sg30s Mfms. wbs
0mdzol MM HMAMO3 Lodgbogmm 699000, 51939 LoBMASMYOST0 LOYMZIEPMOM SPV0MYdS 33M35
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In "Business Basics" Shubladze and Nanitashvili define the business environment as a combination of
different conditions (factors) that affect the direction of business development, its pace and scale (Shubladze,
Nanitashvili, 2011: 242). Herein, they divide the business environment into micro and macro environments
(Shubladze, Nanitashvili, 2011: 244-246), where they list the following elements of the micro environment:
strengths of the company, suppliers, customers, intermediaries, competitors, contact audience; and the
elements of macro environment that include: economic environment, natural environment, demographic
environment, cultural environment, scientific-technical environment.

Worthington and Britton offer us a similar definition of a business environment, although their
classification scheme is slightly more complicated. In their point of view, the business environment consists
of external (Worthington, Britton, 2006: 3-17) and internal (Worthington, Britton, 2006: 18-38) elements.
The external environment is divided into two parts: 1) the general or in other words contextual environment,
which they describe using PESTLE (Political, Economic, Socio-cultural, Technological, Legal, Ethical)
analysis and divide into political, economic, socio-cultural, technological, legal and ethical elements
respectively; 2) Intermediate or operational environment, which includes resources and resource markets,
customers, competitors (Worthington, Britton, 2006: 7-10). With respect to the internal environment, the
authors equate it with the concept of "Management” and from this point of view, discuss approaches to the
organization and management (classical, human relations, systemic); Organizational structure (functional
organization, An organization tailored to a product or service, departmental structure and matrix structure,
project-based structure, virtual organization); Structural changes; the issues of functional management,
human resource management, marketing (Worthington, Britton, 2006: 18-38).
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Another interesting approach to the business environment is found in the work of Jim Kileen. The
author identifies the business environment as a combination of three levels of elements: a) "Far" external
environment (Here the author uses PESTLE analysis, but the "ethical” is replaced by the "environmental”
element); a) "Near" external environment (here the author uses the principle of Porter's "five forces" and
accordingly refers to market competition, consumer power, supplier power, the threat of new entrants, the
threat of substitutes); C) The internal environment, in the opinion of the author, is divided into three
elements: tangible resources (financial and physical); intangible resources (brand / reputation and culture /
values); human resources (knowledge and skills, motivation, capacity for collaboration). (Killeen, 2012: 1-
13).

Some authors particularly emphasize and discuss the international business environment, which is
quite normal considering the specifics of modern business relationships, the level of development and the
pace of globalization. For example, Suba Rao highlights the concept of international business environment
and defines it as the factors / activities that are concentrated around the international business, i.e. considers
the business environment as the factors influencing multinational or transnational corporations. In his
analysis, Suba Rao discusses the STEPIN (Social and cultural, Technological, Economic, Political /
Governmental, International, Natural) approach and highlights social and cultural, technological, economic,
political / governmental, international, natural factors, respectively (Dr. Suba Rao, 2008: 35). It is
noteworthy that regional trade blocs, including the European Union, are one of the most important parts of
the author's analysis (Dr. Suba Rao, 2008: 232-260).

Definition of the business environment as the sum of all the external and internal factors that jointly
influence the business is found in the analysis of virtually all authors, however, they single out these factors
differently. For example, according to Basil Hans, only four elements are listed in external factors (political,
economic (micro and macro), social, technological), while internal factors largely replicate other classi-
fications (organizational culture, organizational direction or leadership, mission and goals, management
structure and nature; Human resources, other factors). It is also noteworthy that the author adds Education
and Demographic factors to the extension of the PESTLE analysis in STEEPLED model (Basil Hans, 2018:
68-72).

Obviously, any business environment is constantly changing, because the values of the factors that
determine the state of the business environment are constantly changing.

Another aspect that is important for understanding the essence of the business environment is
globalization and the sharp increase in the role of international processes. International labor distribution,
exchange rates, multinational and transnational corporations, the international movement of labor and capital
play an important role in modern business processes, so the definition of business environment must include
this element.

Finally, understanding the essence of the business environment and listing the elements that eventually
determine the state of the business environment requires the presence of elements related to sustainability,
which is a main challenge of modern times. The environmental and social aspects of business decisions and
business processes can simultaneously be both external and internal factors of the business environment.

From this point of view, we can make the following definition of the business environment for the
purposes of this study:

The business environment is a set of conditions that acquire diverse importance over time and
determine how sustainable and large-scale business decisions and business processes are.

The conditions that make up the business environment are divided into four parts:

Micro Environment of business: The Quality of Competition. Access to technology. The quality of the
investment support environment. The quality of human capital.

Macro Environment of Business: Economic Growth. Unemployment. Inflation. Government Econo-
mic Policy and Regulations.

Socio-political environment of business: Poverty. Political stability.
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Business Eco-Environment: Environmental Pollution.

Global Business Environment: Exchange Rates.

The definitions given in the economic literature usually more or less represent different versions of the
definitions given above, for example, the definitions mentioned in the articles by Pryor and Mihajlovic
(Pryor, 2006: 78) (Mihajlovic, 2015: 76).

The economic system is a mechanism, the unity of economic agents’ interactions, within which one or
another society tries to answer the fundamental economic questions - what to produce? How to produce? For
whom should we produce?

Economic systems differ from each other in several characteristics (Forms of ownership, degree of
entrepreneurship and freedom of choice, role of personal interest, level of competition, role of markets and
pricing system and role of government), however, given the modern scale of globalization, it is necessary to
highlight a few new specific characteristics and identify differences between these systems through them.
These characteristics include: a) the level of international openness of the system; B) striving for system
integration; C) Attitudes of economic agents towards changes.

It is necessary to distinguish not only the four types of economic system (traditional economy,
command economy, market economy and mixed economy) but also the economic system transition from one
system to another, which is particularly interesting in present environment. A comparative description of
these systems in condensed form is given in the table below (see Table 1).

The traditional economy is mainly characterized by "closure”. Typically, such economic systems are
self-sufficient systems of production and consumption characterized by a small GDP per capita, usually
don’t enter into trade relations with other economic systems, the movement of labor and capital is also
minimal or completely excluded. Obviously, two other features of the economic system that are of interest to
us are the logical fillers of this closure — this kind of economic system does not aspire to integration, because
economic agents and the relationships between them practically maintain the status quo in both short-term
and long-term periods. Economic, socio-cultural roles are defined and redistributed and the system, neither
ideologically nor practically, sees the benefits of merging with any other economic system. However, none
of the components of the system tend to make any changes, be it technological, ideological or other changes
that could violate the status quo in any way.

Table 1. Comparative characterization of economic systems according to some specific characteristics

N Characteristic Traditional Command market mixed Transition
economy economy economy economy economy
1 | The level of international openness of closed Mostly closed Completely Partially Partially open
the system open open
2 The aspiration of the system towards Does not have Strong Strong Partial Weak
integration
3 fg;'rt]gggs of economic agents towards Negative Negative Positive Neutral Neutral

Source: Author

Command economics is usually characterized by high closure, yet if the economic ideology of such a
system is, in some way, based on the political ideology of expansion, the system may also have a degree of
openness. However, due to the hierarchical principle of commanding, economic decision-making, this kind
of system cannot be considered as internationally open, as it would have to violate the principle of its own
domination in economic relations and allow its own economic agents to enter freely into international
relations. Clearly, the pursuant to integration should be considered as one of the characteristics of this system
because the commanding system seeks opportunities for the constant expansion of its own commanding
hierarchy. However, according to the same principle, economic agents in this system are not prone to various
changes unless it serves to expand and strengthen the command apparatus. Economic agents at the bottom of
the command hierarchy have limited opportunities to make changes, the top echelon of the hierarchy tries to
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maintain the status quo or increase power, while the middle levels of the hierarchy are busy receiving and
transmitting orders.

According to all known criteria a market economy is the complete opposite of a command economy.
Thus, it is not surprising that it is characterized by complete openness towards the international relations, as
such openness is its ideological basis. The positive attitude of economic agents towards the changes is also
obvious, because such changes bring a more efficient combination of production factors, opportunities to
produce new products and explore new markets that in turn gives an opportunity to make more profit. It
would also be appropriate to argue that such system should not have an aspiration to integration because the
main ideological basis of a market economy is strong competition between many economic agents. Thus,
such reasoning would be true, if we were to consider the scope of one market, but in terms of system ana-
lysis, when macro - or global conclusions need to be drawn, it is necessary to consider that the system, like a
command economy, tries to spread its own ideological doctrine. Hence, it also has a strong tendency to in-
tegrate with similar (or dissimilar) systems because in this way it seeks to extend the principles of market
economy to other economies, to increase the number of economic agents in the markets, to reduce the
transaction costs of operating the markets.

The mixed economy, according to the definition, represent a mixture of command and market econo-
my with different scales and resembles both systems according to the criteria listed above. For example, the
level of international openness in such system can only be described as "partially open”, because in this sys-
tem the political and economic forces supporting protectionism and the open market are always opposed to
each other. Thus, regulations restricting free trade and supporting certain interest groups to some extent exist
in such system, on the other hand, however, such system tries to engage and participate in international eco-
nomic relations. The aspiration of system for integration can be characterized by a similar definition -
"partial” because two opposing trends interact here as well - Striving for closure and integration. Thus, it can
be quite difficult for such system to follow both the first and second trends. The interaction of anti-trends
explains the importance of the third characteristic - since various changes are an element of progress for
certain economic agents and they welcome it, the second part tries to maintain the status quo. Thus, the
attitude of the system towards the changes can be described as "neutral".

Real economic systems always appear as mixed economy, in which forces with different ideologies
and interests are constantly interacting and opposing each other. Thus, each particular mixed economic
system, depending on the proportion of these forces, may develop into a more or less open, integration-
oriented, and change-positive economy. Practically, it can be stated that it resembles an economic system
similar to the market economy, or to the traditional one.

A transitional economy is a special case when one economic system, with its legal basis, ideological
doctrine, economic agents' attitudes and behaviors that form economic relations, changes its content and
moves to completely different types of relations. In this case we are talking about two main changes —
transformation of the traditional economy into a command or market economy; the transformation of a com-
mand economy into a market economy or vice versa. Therefore, it can be said that such a change will result
in an economic system similar to a command or market economy.

Nevertheless, while the economic system is in transition, it is characterized by certain specific features
in relation to the characteristics described above. The level of international openness of the transition
economy is partly open, but not because there is a confrontation of ideologically different forces here, but
because the system has not yet been technically or ideologically adapted to new relations. The same logic
may apply when drawing the conclusion on the system aspiration to integration - such aspirations are weak
due to the fact that the signs of a new system are not yet clearly established, thus economic agents have not
yet settled on new relationships, consequently, the aspiration for integration is not clearly expressed.

Certainly, attitudes towards changes as well, despite the fact that this economic system has decided to
make the most fundamental change - change its own system, can be characterized as neutral. The mentioned
change is usually the result of an interaction between two factors - the need for the development of society,
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which may be the result of an internal social or global trend, in addition to the activity of a certain political-
economic force trying to lead a given society towards new economic relations.

The business environment of an economic system is a set of conditions, established within the
framework of economic relations, of production, distribution, redistribution and consumption specific to a
given society, which take on different meanings over time and determine how sustainable and large-scale
business solutions and business processes are.

It is important to sing out two important sentences. The first, the established ideology and practice of
economic relations of production and consumption outlines framework for defining the business
environment conditions unique to a given society that may change, but only within the framework of the
established ideology and practice of economic relations.

Second, the fact that conditions undertake diverse significance over time implies that in the long run it
is possible to go beyond the ideological and practical framework established for a given economic system
and acquire completely new, different value.

Such changes can be initiated for several reasons (The first two have already been discussed above in
the analysis of the transition economy):

- Changes in the outside world that place new demands on a given economic system and the
business environment within it. It can be a reaction on the global scale or to changes that have
taken place or are taking place in a partner country;

- Changes in the ideology and practice of the economic system. This may be the result of the
activity of a certain political and / or economic force, which, having seen the benefits of such a
change, tries to lead a given society towards a new economic system. Perhaps, existing economic
practices did not fit into the established or evolving scheme of public relations and this led to the
search for a new ideology; or on the contrary, a political-economic force that carries a new
ideology tries to shift the existing, status quo-accustomed society to new economic rails.

- Changes in the ideology and practice of the business environment in particular. The changes may
be caused by non - global trends, not through social transformations, but by shifts in business
relationships that require change in the economic system as a whole.

Consequently, it is possible for the business environment to undergo changes in the framework of the

"rules of the game" established within the existing economic system, as well manage to obtain conditions
that go beyond these frameworks.

It is necessary to interpret the content of business environment factors in different economic systems,
which will be done below. A summary of the business environment characteristics of different economic
systems can be found in Table 2. The table 2 is built on the traditions of the comparative (comparative)
method of research (Ragin, 1989: 19-32) (Lijphart, 1971: 682-693) (Landman, 2008: 24-48). From the two
main strategies of this method, the Durkheim variable-based and the Weberian case-based approaches
(Ragin, Zaret, 1983: 731-754), the Durkheim variable-based strategy has been selected.

Table 2. Characteristics of the business environment in different economic systems

Transition
economy

Traditional economy | Command economy | Market economy Mixed economy

Global environment

Is fixed and does
not change in

exchange rates Pegged to other

strong currencies

Floats freely with
small interferences

It is free, although
it can be strictly

It is fragmented,
unsystematic

accordance with regulated if and case-
market laws necessary. oriented.
Macro environment
Economic Growth The rate of economic | Economic growth is | The rate of Usually not Often

growth is usually low
or there is a steady

planned, typically
high and within the

economic growth
is not high, which

characterized by
high rates of

characterized by
high rates of
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economic decline.

framework of the
Unified Public
Economic
Development Plan
and controlled by
the ruling party.

is due to the high
level of
development of
such economy,
impling that

the increase in
national prosperity
is growing albeit
at a not-so-fast
pace.
Macroeconomic
policy is mainly
focused on
maintaining this
pace.

economic growth,
although growth
in such an
economy may be
caused by
indicator plans
and may be the
result of discrete
monetary and
fiscal or other
types of political
activity.

economic
growth, due to
the fact that
when moving to
a new system,
economic
relations start
from scratch and
the growth rate
is high in the
beginning.

Unemployment

May have the lowest
unemployment rate in
a society where
traditions, castes, the
traditional role of
labor and religion
play an important
role.

It is practically kept
to a minimum
because the
planning and
controlling body,
which tries to use
all available
resources, including
labor, under the
plan, simply does
not allow high
levels of
unemployment.

It is usually low,
however depends
on the phase of the
economic cycle in
which the market
economy is at the
given moment.
Unemployment
may reach
catastrophic levels
in the conditions
of deep economic
decline.

May be
characterized by a
fairly high level
of unemployment.
At the same time
employment in
the public sector
plays a much
more significant
role in the overall
picture of
employment than
it would in the
case of a pure
market economy,

It may be quite
high, because
the transition
from one system
to another often
means not only
the formation of
new labor
relations, but
also new types
of professions,
which the
education
market manages
to deliver with a

delay
Inflation No inflation observed, | No inflation Depending on the | Itisasunstable as | It may take the
although if recorded it | observed, although | phase of the in a market form of
may increase due to if recorded it should | economic cycle in | economy, but in hyperinflation
machinations with be considered which the system this case the due to mass
monetary units by the | within the is, high or low government uses printing of

ruling caste.

framework of
comprehensive
plan.

inflation may be
observed. Price
levels are mainly
regulated through

more mechanisms
to regulate it.

money to cover
public sector
spending during
the transition

monetary period.
instruments.

Social environment

Poverty Typically, thisis a It is distinguished Due to the fact The poverty rate It may reach a

poor society in which
there are few very
rich people, there is

by equal
distribution of
income, which is

that This type of
economy provides
opportunities but

may be similar to
that of a market
economy,

very high level,
especially in the
first years of the

not upper society achieved through does not promise although the state | new system.
class. planning the equality, there participation in
distribution of may be very rich poverty
income within the and very poor in alleviation in such
unified plan. this economy, jeta | economy is higher
significant portion | than in a market
of society falls economy.
into the group
between these two
extremes.
Eco environment
Environmental Zero environmental Environmental Environmental Environmental Usually limited
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protection policy measures are part of | measures are often | measures are attention to the
the overall plan. sacrificing for largely sacrificing | environment.
economic for economic
efficiency. efficiency.

Source: Author

The main determinants of the business environment of a traditional economic system are the dominant
caste / social order and caste division of society, as well as commitment to traditions and a negative attitude
towards change. Its function is minimal in the international economic system. Dominant social class creates,
regulates and controls macro environment. The system is characterized by underdeveloped market relations,
while the domestic enterprise environment is characterized by the same low-tech production and distribution
of economic role of people according to their social role, pursuant to the general social context.

The main feature of the business environment of a commanding economic system is a comprehensive
plan. Two other particularly distinctive features are party-membership and strict ideological frameworks.
The whole business environment is created according to this plan. As a matter of fact, this environment
cannot be called a "business" environment, because everything - international relations, exchange rates,
pricing system, the amount of goods and services purchased by consumers, investments in capital,
technological development, etc. are carried out within a single plan.

The main feature of the business environment of a market economic system is the system of free
markets. This system determines the state of the business environment according to all its elements - high
degree of international openness, free floating exchange rates, high consumer sovereignty, fierce competition
in the market and therefore high aspiration for technological progress, the limited role of the state in
macroeconomics. It is largely market relations and the ideology of democracy behind them that determine
the political and social processes in this system.

The characteristics of the business environment of a mixed economic system are usually either a
mixture of, or inclined to, any of the ideologies and economic practices that currently prevail in the system.
The markets here are diverse and they face both fierce competition and dominant monopolies. Market
position determines many things in this system - The aspiration of the company to develop its own workforce
and find ways to introduce new technologies, introduce a corporate culture and contribute to the increase of
management efficiency, etc. As for the macro-environment, it contains the characteristic features of different
economic systems, both in economic policy and in social relations, depending on which of these signs was
considered optimal and effective by the society at that moment.

The business environment of a transition economy is very similar to a traditional economy in its
characteristics with the difference that here we can no longer speak of a single dominant caste or class.
Typically, this is a society that moves towards a new economic system, in which certain aspects have already
been established, for instance, the legal framework may have already been established, certain institutions
have already been created, but the system still retains its old features, so the business environment is vague,
unclear and unformed in many respects.

Determining the type of economic system is not enough to assess the specifics of the business
environment of this system. It is necessary to determine the scale of the economic system under
consideration, as well as the characteristics of "small” and "large" economic systems.

A small economic system is a system, contribution of which to global GDP is modest this its ranking
according to the gross domestic product per capita is as we modest.

These definitions are based on the GDP ratio, but at the same time it implies differences in many other
economic indicators that are elements of the business environment and have already been discussed above.
However, it is necessary to emphasize the key triad "Sales - Production - Resources".

"Sales" in this case refers to whether the economic system has the capacity to provide a significant
volume of domestic consumption for a significant portion of products and services, enough to reach the point
of loss in the enterprises of this system. In this respect, there is a noticeable difference between small and
large economic systems.
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"Production” in this case refers to whether the economic system has its own technological potential to
continuously increase the production efficiency. In this case as well, it can be said that there is a noticeable
difference between small and large economic systems.

"Resources" in this case refers to whether the economic system has sufficient access to labor, land,
physical and financial assets. According to this indicator, the difference between small and large economic
systems is obvious as well.

The business environment of a small economic system implies the combination of conditions,
established within the framework of economic relations specific to a given society, for production,
distribution, redistribution and consumption that eventually implies relatively small role in the global
economic system, a small scale of internal market and limited access to its own technologies and resources.

The business environment of a large economic system implies a set of conditions established within
the framework of economic relations specific to a given society for production, distribution, redistribution
and consumption, which lead to a relatively large role in the global economic system, large internal market
and wide access to its technologies and resources.
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ABSTRACT.

Today's women are walking step by step breaking down bartiers. It is not rare for
women to stand out in historically male-dominated areas such as politics,
business, and athletics, among others. But there's a lot more.... women have a lot
of powerful aspects that should be noted.

Women's strengths, skills, and abilities, ranging from kindness to the patience,
are what make them powerful and attractive every day. They are seen as a reliable
and equal partner. It is true, today's entrenched stereotype haven't been totally
break out, but it's a testament to the strength and professionalism of today's
women that their perspectives ate shifting. It's wonderful to know that such
people exist in Georgia, both at sea and on land.

Feminism is a wotldview in which women's economic, social, civic, political, and
cultural rights should be respected. Women have come a long, tumultuous, and
fascinating way to achieve this. They were distinct on the one hand, and they
battled to overcome cultural norms that oppressed them differently on the other.
The idea of commemorating International Women's Solidarity Day was
conceived in the early twentieth century. In 1908, 15,000 women took to the
streets of New York to protest for their rights. In the years that followed, there
were an increasing number of large-scale protests. Because women were seen as
the weaker sex, their abilities and rights were not properly assessed and their
main aim was to obtain acceptability in a male-dominated environment and to
equalize men's and women's rights.

The year 2019 has been declared by international maritime organizations as a year
of progress for women in the maritime sector. "Gender balance remains as a
challenge, but there are now many more educated, powerful women, and I
believe we will be able to build a marine industry in Georgia that is free of
stereotypes, balanced, and based on fair social values."

The maritime field and maritime professions are specific and radical. Qualified
employees at sea or on land are essential for the country's industrial
development. In real time, state policy is aimed at supporting and developing
maritime businesses. It should be noted that the support of the European Union
is very important in the process of education and training of seafarers, because
"adherence to European standards is a guarantee of respectable employment for
Georgian sailors”. Sailors are representatives of those rare professions that
export services from Georgia which is one of the important components of the
region's economic stability.

There is no field today where women have not shown their dignity and ability to
work. Many women are hesitant to choose the maritime field as a profession
because they are afraid that they will not achieve the result that men achieve, but
fear is only part of our imagination that keeps us from achieving success. The key
is to have faith in yourself and if we do, success will follow..

Conclusions. Finally, what is there to say? That today's women are more
powerful than ever before, and that society needs and demands them. Gender
equality is gaining ground in the modern world and the patriarchal system, in
which women had no political rights and were denied the opportunity to vote is
finally being phased out. Finally, we believe that meetings involving government,
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businesses, and maritime unions should be organized by the International Labor

Organizations to examine how to enhance chances for "women" to work at sea.

JEL Classification: Keywords: women's rights; Feminism; Solidatity; Industry, development;
Employment

Introduction

Gender equality, woman in politics and social activities, woman as an active citizen person, these
phrases are heard very often and are very actually nowadays. The process of globalization and new chal-
lenges in the world have brought forward the role of women in contemporary social, political and economic
issues.

First of all, it should be noted that the division of people into the so-called "Weak" and "strong" gen-
ders gradually becomes conditional. Today, the words: feminism, feminist are actively heard, which indi-
cates the growth of women's rights and responsibilities. Those stereotypical phrases, according to which a
woman is associated with the family or a woman is only a mother and her job begins and ends in the kitchen,
have become unfounded.

Gender equality means increasing the role of women in public life, however, this process takes place
with a number of difficulties, especially in Muslim countries, where women are prohibited from many things
and tradition and custom are above their rights.

The condition in our society is not favorable. The results of almost all conducted researches and sur-
veys prove that Georgian people are still obsessed with stereotypes. Fortunately, a significant part of our
population is moving to the European, Western, civil rails and evaluates correctly the role of women, both in
domestic and foreign affairs or problems.

Although women were always considered as the representative of the weaker sex, their strengths were
also visible and found recognition over the centuries. The fact that a woman has some special ability, she can
approach things in her own way, actively look for a solutions, eliminate the problem and bring the matter to
the desired result with a shrewd mind. It is often more or less understood and perceived, however, many
cannot or do not admit it.

Also, achieving gender equality in the maritime industry continues to be a global challenge. This field
is dominated by men all over the world. According to the International Federation of Transport Workers,
women make up only 2% of the workforce in this sector. Women have been employed in the maritime field.
Despite the difficulty of the job, they took responsibility for themselves, as men, and were not inferior to
them in anything. Despite many obstacles, gender and stereotypes, they still continued their work. From
early times, it was considered that the maritime field was a male-only field, but the first female sailors who
took the first steps in this field have broken these stereotypes.

In the 20th century, World Wars | and I, particularly World War 1l, provided women with unpre-
cedented career opportunities. Women were paid around 40% more in industrial production jobs than in the
service sector throughout that period (teacher, nurse, secretary, waitress, etc.). Nearly 65% of West Coast
shipyard employees were women in mid-1943, during the height of the shipbuilding boom. Few women,
however, occupied supervisory or leadership positions such as foreman over male or mixed-gender workers.

"The war made me live better, it really did. My sister always said that Hitler was the one that got us
out of the white folks' kitchen", said Tina Hill who worked at North American Aircraft in Los Angeles
during World War I1. (Quote from Rosie the Riveter by Penny Colman). Of all the minority groups, African-
American women experienced the greatest difficulty in finding work during the war. Early on, they were
hired as custodians, cooks, and food servers. Towards the end of the war, labor shortages were so acute that
they were accepted in ship production - but only in lower-skilled positions [4].
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The vast majority of women were dismissed from traditionally male jobs, returning to their previous
lives. Women did not realize that World War Il would change their lives dramatically. By displacing men
from the workforce, women would "create sparks”. Now we look back at these shipbuilders of World War 11
and honor their enormous contributions.

In the middle of the 1970s, Jan Tiura started working on tugboats. She worked as a chef and a
deckhand to earn experience and time at sea before being accepted in 1979 into the Crowley tug captain
training program. In the fleet of Crowley Red Stack tugs, she is how a captain. She moves barges and docks
and undocks ships as part of her job. Jan claims that "Being on the sea is the biggest benefit of this job. It isa
distinct world. You are outside at all times and in all types of weather. The captain's responsibility is to
ensure our survival."

In 1974 Wagner was in the first group of women admitted to the United States Merchant Marine Aca-
demy at Kings Point, NY. After spending years working at sea she became the first woman from her class to
earn an Unlimited Master's License. This license entitles her to sail as captain on any vessel, anywhere in the
world.

In 1987 she was accepted into the SF Bar Pilot's apprentice program and today remains the first and
only woman harbor pilot on the Bay. Occasionally, when Captain Wagner steps onto the bridge, a startled
captain will ask, "Where's the pilot?" Wagner says, "I tell him, I'm here Captain...My boat says pilot on it.
My coat says pilot on it. My radio says pilot on it. I'm the pilot!" [4].

Also in the history of Georgia, there were the first Georgian women sailors who were not afraid of
established stereotypes. In 1936, everyone was surprised by the fact that four friends at the Batumi Maritime
Technical University chose the profession of navigator. There was nothing strange in this story, except that
there were four girls: Nino Kalandadze, Yulia Failodze, Shushanna Tumanishvili and Vaide Gvarishvili. A
woman at sea is a rare case in Georgia even now, and even more so in 1936. This is where the women's
participation begin in the Maritime history.

The girls earned the administrations’ respect for studying well, and when it came time for practice,
they had to overcome one obstacle. The administration wanted to meet their parents before going to sea.
because revealing their plans to the family members meant taking a hand in their dream, the girls decided
met their acquaintances-neighbors to the managers instead of their parents.

In 1940, studies ended. Yuliya and Nino were assigned to the Vladivostok shipyard, Shoshanna and
Vaide were assigned to work in Baku. The families were also then told about their decisions that they were
navigators on a board vessel.

Yulia and Nino had a dangerous adventure. They often had to swim under the bombs of enemy planes.
The port of San Francisco turned out to be the final meeting place for the girls. On the way back, in La —
Manche Channel, "Donbas" was bombed by the fascists. Unfortunately, Nino Kalandadze died along with
the crew. Yulia moved to the sea port of Odessa, however, in 1948, according to the decree of government,
women living in the Soviet Union were prohibited from serving in the fleet. Yulia also had to return to
Georgia. Since 1949, she worked as the deputy director of Batumi maritime Institute. The first Georgian
woman in maritime was also a participant of the Second World War [2].

As far, for all that, similar stereotypes and attitudes towards women have remained until today, which
interferences the development of women in the maritime field. Today there are about 23,000 female seafarers
worldwide, which is a very low number, which emphasizing the discrimination against women. Even in the
21st century, the fact that some countries refuse to give maritime education to women is recorded. Never-
theless, even the smaller number of seafaring women who try to find employment in the maritime field can-
not find appropriate employment, because unfortunately many companies refuse to employ them. However,
to identifying this problem, many maritime unions have taken appropriate measures and laws to protect
women's rights. ...

The global negative trend is characteristic of Georgia as well: there are only two women out of 12,800
sailors in the country. In order to promote gender equality and encourage women in the maritime industry,
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UN Women Organization has been cooperating with the Maritime Transport Agency of the Ministry of
Economy and Sustainable Development of Georgia since 2018. It cooperates on the basis of reciprocity
memorandum. One of the important directions of this cooperation is the implementation of the principles of
gender equality in the agency itself and strengthening women’s rights. Also, the Georgian Agency coope-
rated fruitfully with the United Nations Women’s Organization, which laid the foundation for many good
news. It is particularly noted that the support for the involvement and strengthening of the role of women in
the maritime sector was officially written in the maritime transport strategy document.

It should be noted that within the memorandum, 6 girls were also trained for employment on cruise
ships. In order to increase access to relevant education, the agency also started cooperation with maritime
schools. In particular, supporting women's participation in marine industry is one of the priorities of the
International Maritime Organization (IMO).

Georgia is constantly involved in the process of global advocacy. The Maritime Transport Agency
constantly participates in various activities, which is planned to achieve gender equality in international
campaigns to strengthen the role of women in the maritime sphere. It should be noted that the Georgian
representation at IMO took an active part in the development of the IMO gender equality network document.

Cooperation between the UN Women's Organization and the Maritime Transport Agency within the
framework of the project - "A Joint Action for Women's Economic Empowerment in Georgia”, was imp-
lemented with the funding of the Norwegian government.

Maritime organizations have established the International Day for Women in Maritime, which is
celebrated every year with various events and announcements, which is very gratifying. In this year, 2022
was the message from IMO Secretary-General. In his message for the inaugural IMO International Day for
Women in Maritime, IMO Secretary-General Kitack Lim, highlighted the relevance of gender equality.

"At IMO through training, visibility, recognition we aim to support a barrier-free working envi-
ronment for Women in Maritime. Let’s work to break down barriers and ensure that we create a work envi-
ronment that is enabling, supportive and inclusive of diverse participation by all, without hindrance in the
maritime community," he said [6].

International organizations have made as a slogan "empowering women in the maritime community”,
that more attention should be paid to women's rights and their opportunities. Also, every year international
labor organizations hold meetings involving government, employers and other maritime organizations to
discuss how to promote women's employment at sea. Today, there is no field where women have not shown
their dignity and ability to work. Many women restrained from choosing a career in the maritime field
because they are for fear thinking of won't be able to achieve the same results as men. It is difficult to deve-
lope the skills needed for other jobs when they aren't expected to contribute anything other than having the
proper weight. It supports the false consideration that women only have limited roles on boats. Hopelessness
and fear is only a part of imagination that prevents us from achieving success. The main thing is to have faith
in ourselves and if we have that, success is real.

And finally, what can be said? That today the woman is stronger than ever, needed and demanded by
the society. Gender equality step by step is conquers in the modern world and the patriarchal system, when
women had no rights in politics, when they did not even have voting rights. Although there is still a long way
to go before gender equality is achieved. This way should be gone by the international community, but it is
committed to that aim. It must be ensured that no woman feels the need to defense her presence or not to
appreciate for the work she carries out. | hope that the women of the world will reclaim their voices, are free
from abuse and that they feel safe to be themselves. It will be one step together in the journey towards
equality.
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