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The Centre for

Economics Problems Research

The Centre for Economics Problems
Research is a new organization (founded
in August, 2008), established by economic
experts. The main objective of founding
this centre is to support the development
of research organizations and institutes,
which will ensure the existence of several
alternatives while elaborating or changing
the economic policy and certain strategies,
and also the selection and implementation
of the economic policy that is focused on
optimal, long-term development.

The centre is mainly focused on:

e Implementation and facilitation of sci-
entific and practical research on eco-
nomic issues;

e Complex study of economic problems,
in order to ensure the systematic devel-
opment of the economy of Georgia in-
stead of solving certain problems;

e Application of economic forecasting
methods, in order that the elaborated
economic policies do not rely only on
experts, but also on mathematic-statis-
tical calculations;

e Study of indicators of economic security
and respective marginal significances,
so that while carrying out economic re-
form, overall outcomes of the reform on
the economy in general, and not on a
particular field and indicator is correctly
assessed;

e Dissemination of objective information
related to economic processes to the
population of Georgia;

e Dissemination of information with re-
gard to the current economic processes
to foreign countries and representatives
of international organizations;

e In-depth study of foreign experiences,
assessment of reasonability of their in-
troduction in Georgia, and elaborate op-
timal models.

e Hold forums, seminars and discussions
concerning on challenges to the global
economy.

The fields of research:

The role of the state in the economy;
Fiscal and monetary policies;

Public Finance ;

Integration with European markets;
Investment policy;

Business environment;

Economic security;

External economic relations.

The Centre for Economics Problems
Research is ready to cooperate with
non-governmental, governmental and
business  organizations, independent
experts; carry out joint research and
activities, which will be focused on the
welfare of Georgia.
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33060 hmob gobdogemmdodo 0dz330Mmo, MmAd -
bododobo Mganmmo®mgdo Logddoobmdolmob o-
3930009000, M9z3ymoMmgdol boggobymol 100%-
0l 0boBMOYM9dY gobbmMmngmal ymagmo 3o-
m9boMmyemo Bemol 1 mghmadmodyg’.

3mdoboo ygmzgmbmoymo, 31 dodM¢odg,
088000900 0o ©9399b9oL gobyemo Bemob gobob-
Lyt obgotndb.

LoobhgMgbms, gobzobommm  9bgtgghnzobo
000 ByoemImBotogqdol doMmganmomgdgemo gthma-
Byemo 3m30bool dmemm Bemgdol d0yFghadel dg-
dmbo3emgd0 o botEgonl dotomogon 3ybdhgdo.

0003M0do 1. 306 933m0Mmg0gemo 3mdobool
d93mbogmgdn (ma6o)
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2005 2006 2007

6go®m: bodommzgmmb gbghgghozolo o Byomdm-
doMoggdol ghmzbymo 3mdobos, www.gnerc.org

7. ,,909dhMmgbgtaghozol, 396936030 godol o Byoemadmade-
©03900L Ladhm®Bo MggYEoMmgdol boggobymol goobgo®modgdol
o goobob” Bgbo, dgbemo 7.

MOmazmM3 oogmodosodb 1. Aobl, dmemm
Bemgddo  doMmggnmodmgdemol  dgdmbogoemo
LogMmdbmdMoE gondoMms, MoE doMomEOE
9em9gdhmmgbgMmgoolly o 09690603 goddg Lo-
3oLbYGOL LogMdbmdo dohgdom oMol godmbag-
ymo. 2007 Bewogob, Bygemob hoMoggol Mgay-
moMmgdog 3m3oboob 3m339hgbiool dog3yms-
6900 o dgLododolog, gondoMms dotMggnemo-
900l d0nEaho.

gL oMLYdYmo LohoMogm 3mmonhn3ol
o M93nmoMmgool Logolymol goobgo®mody-
d0b dgomegdol dggao, JoMggnmoigdgemo
3mdoboo Eo0bhghglgdyemos xolbgdol dohg-
dom, Gogob dobo “Bogmo” hoMoxgdo 3O ME39b-
hymoos sbobymo. Logymobbdmo ol odho,
MmJ dmemm Bemgddo gemgdhOmgbgMaghozolbo
o 3odob bgdhmGob Lozdom gobzomoMmgodolo,
M939m0Mm900L LogoLyMo oM 03emgdL O 3o-
bmbom oagboem dogdLlodynadl dgoagbl.

doMmggymodmgdgmo  3mdobool  doysghob
boMggool pdghgbo bobogmo 3mdobool Bg3-
9000 O 0ObodIOMIMgdol bgmmazolgddgo
30m30m0LBobgdnmo. doysghdo, bgemxobgool
pbmmob ghmo, 9MbYdMOL dohgtMoommymo
LhoTymomgdobo o EobdoMgdol Qmbrpgodo,
Mmdmgoo3 2007 Bgemlb dogmomb cmodmdg dghl
39000390000. bgomgobgdo o dohgMoomyMo
bHoTnoMmgdol Bmbgdol Fodo, Lodyomme,
dooobo doyyghol 65-70 3GOMEgbhL dgoco-
396UL.

2007 bgmb, 0bg3g Gmammz 2006 Gyeml,
doMmganmomgdgmo 3m3dobool d0y5ghom gom-
300m0b606907¢m0 Mobbgool vm30L900 396 Jm-




bgMbeo o dmdg3bm Bgmml gowohobogmo
09460 bodmo, Hmdgemoi 2006 Bemolb doynsghdo
128.493 moMom gobobodma®mo (2005 Bemob
d0y39hob 6,3 3MmEgbthn) o 2007 bemols do-
159080 324.510 gmodmom (2006 Bemol doysg-
hob 11,3 3em3qbeho).

“9m9dHOmgbazahozolbs o dbgocngo go-
Bob dglobgd” LodoMmggemb 30bmbob dg-19 dyb-
oM EOMYaNmoMgdyemos Bobo Bemol Bodmol
dma3g30m Bemob 00nFghado gootobol 3Mm3g-
yMo, 396Mdme: “30md0b00b dog®H bemols gobdos-
emmdodo godmyygbgdgemo mobbgdo goondobg-
00 dmdogoemn Bemol 0bgot0d8y, Mggnemnotrgdol
boggoby®mob dglivdodolio d9dioMmgdom”. GHmgm
0360d69m, 2006 Bgemb 33obool “dmMhs” do-
ns9hob 11,3 3GmEgbho, 0ndio, M9zgnmomgdols
LoggobiyMol dg3nMmgos O gobbmMmEngmeo, Mo
300mbols dmmbmgbols 960boodgggde.

dmdbdomgdgmmo 06hgegLbgdol ozo

2003 Bgmob 22 03¢mobL “odmy3ngdgemo
96O m3bymo JoMggzgnmoMmgdgmo mMaobmgdol
dgbobgd” Lodommzgmmml 306mbdo gobbm-
(309e09g0Pmo  (33¢0¢Mg09d0L  Logyd3zgmdy,
969Mma3mImabdoMmgdgmms 0bhghgbgdol o3-
30L 308b0m, Logobmzgmmb 9bghgghozol do-
M939m0M909em ghm3byem 3mdoboobmob dg-
04dbo dmabdoMmgdgemme 0bhghgbgool Lodm-
3900m90M030 od339mol Lodboby®mo, GMmAg-
mog o dgol v3vMmohob d93v0g906cmmondo.
9L LodLoby®o GnboblLgde FoMmgaymomgdgm
mMaobmdo goobomo Mggymomgool  Lo-
03oLYM0EOb o dobobgde doMgaymotgdgmo
mMzgobmb 00y39hado 3o 3g dybemoco.

dmdbdoMmgdgmme  0bhg®mgligdol  Lodmgo-
M9OM030 (3390l Lodboby®mol domomog
3bgdiool BomImogqbl:

e Jdgogbmb  dmAb3omgomgddg LohoMogm

o bbgo Lobob LoMggnmoEoMm (33emogdo-

00 gv3emgbo o domo 390093900;

e Joopmmb dmbobogmgmdo 03 bm®M3dhHoymo
odhgoob d9gdabobo o domgdodo, MHmIgmao-
dog dgbodemmo dgg03tmgbo ngmbomlb dmdb-
do®gdgmmo 0bhghgbgddg o Lbgo.
dmadbdoMmgdgmmo 0bthgMgLigdol Lodmagom-

906030 od(339cm0L 2006 o 2007 Bemolb ob-

306000900l gooboemndgool dgggo, dgodemg-

00 o30L3300m, OMI Bemgdol gobdogzmmdodo

bbgoobbgo 3m33060900L o domo FREMMOY-

g0l doge bmM309mgds ghmo o 03039

(h030b ot M393900: 3MmTYbogmyMo IMoEbsgmy-

00l d0bg300 Mbbgdol vGmOLBmMGmO EodoEbay;

dc03b39em900L dg(33e00b dmmbmzbo vdMbgbhg-

0oL boybg; o300m00b900L MaLHGIHIEM0d-

30089 oynLOdYMYdgO YoM o Lbgo.
my)dEo, dmdbdomgogmmd P gdqgool bo-

BmzgomgdMozo ©odE39mo o6 vxogdLboMmgdl

®o30L 3mBogool Mgaymomgdol Logoby®mol

Bemgoob 3ob3o3emmdadn YB33mITOE EOH™M3Y-

d0bo o doMgaymodmgdemol d0n¥ghol ymagm-

BemoyMmo dGMEolmob o3o3d06mgdom. gb cmm-

303060300, MoEaob 0go 03039 d0Y39H0O0

30606LYds. bmmm Mgagymomgdol Loggoly-

®ob  d9y3EoMmgdemmos  3oMmEodnt vB0obgdL

dmdbdoMgdgemme 93mbman3y® yiemgdobl.
Loobhgbglme, 3bobmm dmdbdoMmgdgmmo

0bhgMgLgool LodmgowmgdMmozo OdE39mol

bodboby®ol, Mmadgemog 2007 Bemol dmmm-

bLomgol 4 mobodqgdbolgob dgaggdmeo, o3o-

6obLgdn. 2007 Bgemb o3 Lodboby®ds 151.132

oMo oboMyo, Loowobog 130.850 (87%)

Lobgmmazobm wmbeono.
3mdobool yoboblgdol gobbogmzol dgg-

390, 39330dm0o o30L3300m, ™I 0go 396

0dbg0o dmadbdoMmgdgmbyg mMmogbhotMgdymmo,

Mogob LodmdbdoMmgdemm gobol o390l

d9dmbgggodo, 89933000900 3mdoboob doysaho,

Mo 30MmEododm dobobgdo o3 gowobyzghomg-

0oL d0dmgd 306 9ddy.
0d0L Bomgmo dogomomos 2008 Bgemb 0y-

bg0®mo3 goddg LodmadbdoMmgdemm HoMmogob Yi-

3emgmog dgbothynbgde. bogdobmmzgmml 9bgkm-
39003000 o ByomImTotoggdol doMggnemo-
M90gmdo 9O m3byemdo 3mdolood 2006 bgeml
doomm #30 oggboemgdy, GmIgmol mobob-
3o, godob Logobymo 3b0d369¢mm3gbo go-
0BoMeo. 30898000 olobgmeo 2006 Bemol 1
0006300000 MYLYMOL gEIMOE00ESL Lodom-
®390mm3do 033mbdHhoMmgoymo 0ybgddmozo godol
3obob 93390060 BGY. dmLObndbognd ol od-
Hh0o, ®™3 03 EO®OLOM30L J399obo doMomoO
MLy godlb dmobdoMo o gb goobysgho-
9003 mmz03n&mo ogm. odob d9dcgmd, 2007
Baoml, 33003 gondots godol LoggobyMo,
Mozob MyLlgmol B9EgMoEnsd momddol go-
omM3ogd  bodomm3zgmmbmgol dobmgdymo
30d0L LoggobyMo. o3 EPMOMoLomzol, Logommsg-
M 089MO0030060000003 00gdo FodL o vdol
3om30moLbobgdom, 2007 Bemobomgol, godol
960000 Lodyomm gobo 100003-89 167 30
MMOGMH0m gobobodmame.

dmdg3bm Bemgddn, Logommzgmmml bgemo-
LKool FogM 3o3909d M0 gobbogdgdo-
b Bomgemo gobeo, MMT bogdommzgemmULy O
009003006l dmMmob gogm®mas bymmdg3®y-
gdo, MOmImob dobgzomoy, LodoMmzgmmm
0090030000000 FgMo30m000 ggolido doomyo-
o godl. 2008 bgemb 30, bogdobm3zgmmmb gbgt-
3900300 LdobobhMmL Zobbogdom, bodotm-
39mmdo momddob omod dgdmomes GHybyemo
d306mo godo o dgoMgdom 003 ©dgMdo0Fe-
By 3obL dmz0bdoMmom. Mo godol Lodyoemm
“0906mbogm” ggobl Lozdome ©dEotgdL. doybg-
03000 03 goghoLo, JoMgzymomgdgmmads 3mdo-
Lood o6 goobgo godol HotMoxgl, Mo bozde-
™ 0936 933L dogdL Lodmagomyodsdo.

30M93nm0Mmgdgmo 06 oMol onbhghagbg-
Opmo dmdbdomgomgdol 0bhghglgdol oi-
300, Mogob oMLgdYmo Lo306Mb3Egdemm do-
800000 godmdobotyg, dmadbdomgdemol 0bhg-
Magbo o 3mdobool “0bggMglbo” ghmTobgmL
9600600m3093900.

0969333060900 o 6060mMMOG030 09-
693306900

“9mgdhdmgbaaghozobs o dybgocogo
3080l dgbobgd” Logommzgmmmb 306mbol ghm
-9mm P3mo3mgl dodobl obotMgagymotgdgmm
Lgygmgddo 3Mb3nEgbi0oL gobznmotgds o
domo ghodmo®mo30 gMgaYmoMmgde BoMmIm-
000390b0.

00039 306mbom, gMggnmoMmgdo o bobo-
mmd®m030 gMH9ganmoMmgds 393¢093b00MHOOd
30b30GmHh90ymos:

©9M933m0Mgdd - bmMIohoyemo owdo-
BoLH®OEYM-bOToMMEgdMm030 vdhol Logyd-
39mBg, BoMmImMgdol coEgbdoobhobomazol ¢o-
0ol oagbol gotgdg ob dzotg bLoddmog-
oL gemadHdmboayMobomzol moEgbdoolo
o HoMogol ozgbol gotgdg, Logdoobmodol
193emgd0l d0b039d0; vgMhgmag, d9b9gdtozo go-
8oL d0bmegool HoMmoxgol oggbol gotgdg
Logdoobmoonl, dbg3zg obogmo dybgdMoz0 godol
HMobb3mMAHoMmgool ob goboboemgdol Jug-
mqo0b ©d96900L dgdmbggzodo, dglododobogo,
HEobL3MMHoMgdol ob gobobogmgdol ¢HoMo-
30b 3900l gotgdg Logddnobmdol yyg-
ool doboggdo.

6060MMOM030 0gM933M™06MH700 - bmbd-
dohoymo odobobhMmogoym-bodobmmmgdmo-
30 0Jthol Loxyydzgmdg BomImgdol cmoEgbdo-
obhobomzol Bmgdymo hoMogol ogqgbom
bogdoobmool ob 3oy Loddmozmol gmggd-
HMmLoEagyMoLbom3ol moEgbdool goMgdyg o
Bmzhyomo Ho®ogaob oggbom Logdoobmool
193emgdol doboggdo, 03Mgm3g 0ybgdMoz0 go-
8oL d0Bmegdolb dmabymo hoMogol oa9-
boom Logdoobmdol, obg3g obomo 0ybgdcoz0
3odol  HGobLb3dmbmhoMmgdol ob gobobogmgdol
gbgemol ©dgbgool dgdmbggzodo, dgbododolo
HGbL3MMHoMgdoL ob gobobogmgool Bmaky-

8. “9mgdhMmgbgtmgghozobo o 0ybgdMozn 3odol dgLobgd”
Lodommzgmmmb 30b6mbob 39-2 dgbemob ,,$“ o ,.“ J393u69hHo.



0o HoMoxzob oaggbom Logddnobmool yyemg-
0ol doboggdo.

o0 J06bol dobombgzo, Logdommzgmml
9696z9h030L dobobholb 2007 Bemolb 25 o3-
Moemol #30 ddobgdom, dzotg bLoddmozmol

9emadhmmboanMgddg gobbméngms g-

M939moM9oo.
00039 d08b60b doLombgzoc, Logommzgmml

969639h030L dobolhGmolb 2008 Bemob 28 mg-
H™3dMmoL #92 06Mdobgdol 2008 Bemol 1 og-
30bHmL dg893 08906900 yzgme gmgdh-
MmmLoEgyOo godmEboEd IMgaYmMotgdy-
M.

o0 Logdoobmdgdol gMggymomgds dgod-
900 gdodoMmmgoymo ogml, Mogob obobo
9OMOEIMOMbo 06O dMH00b Mmo3000m LygOmdo.

LoobhgEgbme godol Lgdhm®do gobbmzo-
90m9070m0 IM93m0Mmgdd o bobommmddmogo
09693906 gd0, Moagob od dgdmbggzodo go-
8oL 30b6MEgdLmOb g30d3Lb Logddy, MmAgmog,
0b939 Mmagmt 6obo Bemgddo, dbgdtog dm-
Bbm3mmool Botmdmoggbl.

Logobmzgmmb  9bghgghozol doboLhGmol
2007 Bgmob 25 bgdhagddmol #69 dGdobgdol
boggydzgomdyg, 0yb6gdM030 Zobolb dobmgdol
bLogdoobmos  godmEboy  IMIaYMoMgdy-
moE, 3oMo J. moomobol odobobh®me-
3opm-hadohmmoyem  LodmgMgddo Logoemm
dmabdomgdmobomzol godolb dobmeagdol Log-
d0obmoolo o LodoMmmzgmml obo®mAgb ©h9-
Mohmmoodg 08 0®Jobgd0lL dogmodo dgligemod-
9 oMLY Logommm Jmadbdomgdemobomzols
0nbgd®030 3obol dobmegdol Logdoobmodobo.
00y, mdogmobob hgbMohm®moody, ©d 0GJobgdol
®obobdo, gMgznmomgde bogommm dmdbdo-
909cmbL ot dgbgdod, bmemm Mggombgddo, o3
06 dobgdob godmgdol 99993 sbogmo dmdbde-
Mgomobomaol godol dobmegde gMgaymo-
M90ymoo.

2008 Bemob 24 030molL, ggobobbmo dobols-
h®olb 2007 Bemob #69 0Mdobgdodo dg30c00

3390emgdo o d)bgdMn30 godol Logddoobmdo
3odmpboEEs  IMIBYMoMIoYOE, FOMEO
2008 bemob 1 og30bhmdEg oMLgdyemo dy-
b90®030 godolb dmadbdoMmgdgemo 0d ggodozyto
3060900bomM30L (Fmbobemgmos - Logmaogbms-
M90m dmdbdoMmgdgemo), MmImgdoi dbgdtog
3008L o Jmobdomgb Lodgbo®madgm Logdoobmoo-
Lomzol, 08 30609d00L godmzmgdom, GMmAmg-
dobm3z0LboE d9bgdMnzn godol dobmegdol Log-
d00bmdo M9ggnmoMmgdyem 0gdbo 2008 Bemol
1 vg30L(H™3cY.

©IMI3I0Mgd0b Jg9aew, J. moomob-
do 2008 Bemob 1 ©330Lbh™mAEY O EoboMAD
bodommazgemmdo 2007 Bemol 25 o3GMmomodg
oMLYOYmo godol dmdbdoMmgdgmo godozyMo
306900l goMo, ygzgme dmdbdodmgdemobom-
300 godol dobmgdo EIMYaYT0MHgdYMOL.
00y, 0036mg09mL odmy30gdmo dgyd-
Moo VOEa0bmL dobmgdymmo godol Logo-
Ly®o o 0go LohoMoxym MgznmoMmgdol smod
99399009000 900. dmdbdocmgdgemadd 30, vb nbo
doommb gl ggobo ob dgbyzohmb godol dmbdo-
M90o.

o0 goobyzghomgdolb dowgdol 09098,
bozdome goblbbgoggdy d3zgemo O obogmo
dmdbdomgdmolmgol hodMogn. Gmgm®miE Jm-
LoemmEbymo ogm, sbomo ddmMbgbhgdolo o
096000 306gd0bomzol (dom dmGol Lo-
Bo®3dmgon) godol Loggobymo LogMdbmdmo
300806 0.

9L Lozdome FoydoMmmgdgmo gowobysg-
hoemgdo 0gm, MoEaob, 0ybgd®oz0 dmbm3m-
ool dgdmbgggedo, LohoMogm Mggymotg-
ool dmblbo oydz909emoo.

o00olmob ghmo, 0dob omddo, GOmI gL
3300emgdo oM gbgdo dzgem dmadbdomgdgmb,
OYD0em0d, Mogob dbgddmogo godol Loggoly-
oL godz06mgdd LoboMmdmgdobomgol, godmob-
39306 obgog d3oMg JmEymool ghm3bymo
Bo®3dmgool 300093 yBRO™ godzoMmgdol. gbhmol
db®o3, y439emo dmadbdoMmgdgemb goydzoMmgdo

3hmeydaoo o, dgmbgl dbMmog, ghmzbymmo
3MmEndEoo 30093 IBO® 30636 gbHIYboH™
3obgdo  033mOHhoMmgdymm  3OmEdEooLbomob
dgoMmgdom.

o3 0dob 33039000 30d0063906mbogmo, ™A
93994obodo Lbgoolbgo d0dbmgdgemo oMlg-
dmOL o dIMmdbdoMmgdgmbop omAg3060L Lody-
oemgdo goofboo. yd®mogo Jmbgdol goyogszo ob
3033300 03 30dbom Bo®Imyagbgmoo.

bgmobyxemgoolb gb doEobyzghomgde o3-
Mgm3g d9nLbododmdodos 3Mmgdoabhol 3bm-
000 O306Mg00LmMob, MmMAgmmoE yzgmo Lm-
gggomdo  3obogogoMmgooll olLobogb dodbogo.
390093000 30300900 godol dogmgol bLmggemg-
d0b pdghabmdodo o d0dbmgdgmol dogh
©oggbom Jmbm3dmmoy®m obl, Gmdmol
goobo Modgbodg mFobl my dggdmmagdo.
dgbododobog, Lobgmdbogm doyEah0EEb 3m-
mmbomy®mo mobbgdol boMmggo goydodOmeng-
0960 bgogdo.

9L 3oobyzghoemgds bggohoyMmow dolobgds
Loddgbgoemm d08bglLo o 93mMbmdnzol Lbgo
oMgg0dg.

3M336030309000 LYgGML GggzymoMgdo

boJd006Md0L Loggydzgmo o 3mdobool
69360m00

3m3y603030900L LyygM™L LogoMmzgmm-
do 9M93moMgdl “gmaddembymo 3m3y-
b03o30900L dglobgd”, “doybygdemmdol dg-
Lobgd”, “303006g0ddymmdolo o Gmbhol
dgbobgd” o “odmy30gdgmo ghmzbymmo
doM9gnmoMmgdgmo mMaobmgdol dgbobgd”
bogdommzgmmb 30b6mbgdo, obg3g dom Logyd-
39md9 30mgdymo 396mbd398g0069 odha-
0.

“00my300909mo0  ghmzbymo  doMg-
3umoMm9dgmo mMmagobmgdol dgbobgd” Lo-
JoOmzgmmb 30bmbob o “bodommzgmmb

3m3yb0o3030900L gbmzbyemo 3mdobool (g-
dpmgdob odh303900L dgbobgd” Lodobm-
39cmmb 36Mgdogbthol 2003 Bomol 29 o03-
bobolb #326 06mdobgdymgdol dgbododobogo,
3m3yb03030900L8 LYgOHML  MganMoMmgdol
obm®309m gl 3mTybozoEngdol doMggnmo-
9090 ghm3bymo 3mdoboo. d>®bodbymo
3mdoboo, olgzg Gmagmbdy Lgbgsz, Mol Lo-
$omm LodoOmeolb oyMooymo 3o0Mo. 030
©odmMmy3000909m0d Lobgmdbogm m®Mzobm-
900L, 36y4g0900Lo O MMZaEbndo30gd0LOZgO0
o oM oMol omwydbgdymo Lobgmdbogm
dmbgdob d0d0bg.

3mdobool 39000g9bmmmos  gobLbodmaky-
moo 5 B93Gom, Mmdmgdog o®Ag3006 6
Bomol 3000 oo 3mb3y®bob Loggydgzgmdy.
dog®mod gL bgbo, “doybygdemmdol dglobgd”
bogommzggemmb 306mbdo gobbmMmzngmgdymo
33600emgd0L 8900980, 9O 3OEIMEIOS Y39-
mo 6936MBg. 693 ™oL 30boohmdobmzol
3 LobgmEgdo LodoMmodgbhm yddogzmglim-
d0b dogM, bmemm 3 6g3G0 03 BMogdgngool
dogh, MmImgdol oM o9MH0ob goghmoobydy-
M0 PdMo3emglmododn. Jomgob momm-momml
Logdomzggemmb  3M9dogbho 3otMmodgbhl
6oMa90oL obod(h30390moE. oboMAgbo 3
693M0 30, dgo®Ag3e BoMggboemo om3ndgb-
hogool Loxmydzgmdg. Lododmzgmmb 3dok-
modgbthol 3096 Mmobbdmdol doggdol dgdag,
300000000(hg0Lb obodgomdedg bodbogl ULo-
Joomzgmmb 360gbogbho. LogdoMmmzgmmml
369800906h0 3madobool ghm-ghm bg3dlL bod-
bo3l 3m3dobool ™o3dFmIoMg. ©dgboc,
bozdomE oo Lojodmgzggmml 36g80-
©096hob 63momo 3mdolool gm®G3doMmgdol
36mEgLbdo. LoJoOM3zxmMML 36Mgd80gbdHob
3096 0060360 3060 396 046900 EOIM-
330009090 o ob IPdogo Mmoozl og®d-
6oL 236036030 3060l 606039 26306 0d-
30MEYOmoE, Moy 3mdobool odmyzo-
©090mMmdol boGolbl 0d306mgdl.



3®doboob doGomoo i36J330900 O
bLHGIJdIOS

,,3930003003ymmdoby o gmbhol dgbo-
bgd” Lodommzgemml 30bmbol dobgzom, Lo-
Johmzgmmmb 3396030309006 grm3byemo 3m-
doboob doMomoE PRMgdo-dmzomgmdgol o
%1694 3090L BoMIMOa9bL:

e LodoMmmzgmml 303006038003 ycmmd0bo O
ambhol bLggOmdo Logddoobmdolb oEgb-
806900l 30Omdgdol oEagbs, 3obmbom
oa9bomo Bgbom moEgbdogdol goEg-
3o, dmogoEo®mgdy, dmddggdol 300900L
3v3Mdgemagdo, dg9Agkmgde o goyddgoo;

e Lodommzgmml 3030060g003mmd0bo
o qgmbhol dJugemagdoom dmdbobymgdodg
8m3mymo Ho®moxqgool oggbo o domo
693906 900;

e 30300603003)mmdobo o gmbhob Lodyo-
90900 LgbhogogoMgds, Lhobpobmho-
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JoGmzammb 36Ggdowgbho O 3Fmdoboob
69360mo0b dgMARggo dojLodomyMop 3ods-
3060309 360o d0d0bdMgmdal, 63

bojoAmnggmmb 360G9d0gbhol 390-3396 -
89 o 063 bogoOMzgammL 3mdbozongdol
3060933m0M909mo gh™m3bxmo 3mdobool
390-339608g 3m639MGLOL 3odmEbogdol
0000089 oM gobbogdo godmgzgybgoy-
™o 0 003 LOJoO!M3xMML 30 9d0gbdhol
39630603 3mgodo.

0939000L 3obbogmgo

2007 Bgemb 3mdoboodo gobbogmyemo odbo
18 (0030, MdmMm3gemmogod 13 ogz0do ghm-ghm
dbotmg dmbobogmgmdo “bodomzgemml go-
960006900 bohgmg3zmdybozopom 3made-
b0o”. MmagmMm 3bgozm, 39006 ghm-ghm
dboMag dydonzo “Logdodmmzgmmb goghmo-
0b9dymo  Lohgemg3mTybozopom 3maddobool”
gomgbo 3mdobool dbGHoob LgMomdymo gobl-
$0bL Logobo ybgoo gobrgl o vg330hYMo GOg-
0306mqd03 dm3y3gl. oMmbodbymo 3mad3obools
dgbobgd Lodommggmmmb LoobzgbhoEgom $3y930
d980093 06g3m®3v300L ©g399bgoLt3:

boogdpom  Lodmgomgdol “LodoMmggmml
309000069000 Lohgmgamdybogogom 3ma-
30b00” 0gdool qgobo goMzzgymmo 3gMomeo
063089 0bg 0304M90Mm, HMAI LobOMIML -
bobby®o 0bgoMmndos 30 o vMLYIOMOS VO3
0063089 o oM 3mdoboodo. mydEe, oJiool
d0doGmm ddoto 0bhghglo oxagdbotMs. ogo-
Lo “EoMdmMEs” 0.20 MoMoEob 1.05 moMod-
©9 O 39MobooMmo mmgnzol RomAmgddo 396
$090mo. y439modg Lozodomm goMoggdy od
0930089 Bemol dmemmb dggo, Mmgbog, A3g-
bo 08Gom, LohgbgMm 39mo308900L MO300000
o(300m900Lb d0Bbom dmbo ogizoome Loghomm
Mopbgol 40%-0b goobgme ghmo 3mad3oboo-
ob dgmMagl LoZYMMmYdsdn. o3 Mm3ghoinom bL
“bLogdommzgmmmb goghmoobgdyemo Lboggmmgam-

12. ,8096gg0emmool dgbobgd” Lodommzgmml 306mbol 39-9
dybemol 3g-4 3pbgdhob Loxwydzgmdg, aoMEo Lo3doMmEOdgbhm
906G03emgbmdol o pdgotmgdmdol  dogh  obobgmgdymo
30b00ohgd0bo.

13.  ,LLododhmzgmmb  Logmbom  d0d8Gol  dodmbogmazs”,
Lodommzgmmb Loobzgbhom $3nx30, 2006 Bemol dodmbogo,
www.investgroup.ge/padmin/ge/research_main_page/
files/saqartvelos_safondo_bazari_2006_weli.pdf



39603030m 3m3306006” 40% Bogmo gobbgoLgoo
(000bo3 momm ogpoo 2.138 oMmdo!) o od
306039003 LodoMmzgmmmb Logmbom doMm3zol
2006 bemob 0g(309000 d6Yb30L 61.33% o oyY-
o0 06Yb30L 53% 89ocg0bo. 0939 o3dgbm,
Mmmd 2006 bgemb, o3 ogzoodg 1973 gotogy-
00 og3ngdboto, Mo goMoggdoms Loghomm
Mobgol 35%-0b Hoenazolio oygm...

bozdome LoobhgtMgbm 39gdoboddmob gzod3l
bogdyg, dmEgbog 3m3Ybo3oEngdol JoMggnmmo-
9090 3m3doboodo obogmgdo 30 MG 3MmaJo-
boob dmemol (LgM3z0bol FodBmegdgemo 3ma-

3060900). Mogobog ozo 3mdoloodo obomyg-
00, 9L 03oL b0odbogL, ™3 dJmogg dbotggdo
3m3obool M9anmomgdol od39dwgdoMgdyem
LOgd0obMOOl dbMMENgMgdgb o dgbododo-
Lo, 3mdobool yPboob Mggymomgdol Logo-
Ly®L. GmEo LOLEMMB) o 3Mm33oboobo
©d 33000609000 Mg 3mA3v600L dmMob
boogm Lozombo 3L, demdom, dbgmoc
0y 300090L 3mdobod dgocg 30330600L Lo-
LOM39dm™ goobyzghnmgdol dgodgdom
©00 ®333m0mg00b Logaby®ol gogodb-
©9m0 3003306000 LoB0d6M(O.

6mEo® bowyMo
93Mm6m3030L6 EMIHhmGo

0306m0b M9g33momgdol dgJo608d9000L

304 dh0yMo goyjdgoom

39dmb6399m0 d90093900L 33¢m930

3mLH3MIYbobhyco HGOObLGMMAdE0, Mm-
dgomo omdmbogmagm ggzhm3olb Lobgemadbo-
m90do 0memm 20 Bemol gobdogzemmoodo dgd
-bozmgdo BoMmdo¢hgdom dodobotmgmol, ULo-
Joomzgmmlmgol gobbozymMmgdom Gmymo
omdmAb. dMbndbym LoMmymggdl 3dmbeo
MmagmdEg mo0gdhydo, obg Lbyodogdhydo do-
898900, 39MdmE 30, LogobOmzgmmmb nbgs-
o bobogmEbemm 360336g¢mmdol MHodgbodg
0dm3obob ghmdmmymo gowobyzgho. y3okm-
39m9l gmgmolo, 93mbmadnzol MHgxmmdomg-
d0b doMmogmgmyMmo, 0ddbgdomo odmy3o-
09090 Jodmyemo Lobgmdbogm. ©doLmab,
ombodbymo 3Mm3gLgdoL olobyolo dodgo-
BoMgmode MmagmM Lodmdomodm, obg Lbodo-
dyomm dgd0l o Lodddmenm dgho3gd9gdol
xmbdyg, 9dodg 36M0306Mmggbyem 30motrgdodo.
oL 330039000, dMbndbymads goghmMhgodo
93mbmdozolb MHgxm®mdomgdol 3G mEglo y3obo
30mobdg gooboo o Bobo 3emobbg Lobgemdbo-
g3mb dgbo®Anbgdol Loznmbo ogY.

0900906000, 93mbm3030L MHgxum®mHInmhgdol bo-
mobom mbgdg obygdo dbmemme 3Modo-
bmggbymmo ymbol goyndimodglgdobe o ogdho-
160 bLomdomo dmgddggdqgool dgbyzghol d90-
©93 3obo dgbodemgogmo.

LodBybomE, Mgum®madol 30039 bemgd-
do, bogommzgmmmb ddMol Mgaymotmgdol go-
dmEomgdd, 3Mogdhn3nmo, oM Jmbos, Moy
oLbhmMoymo ogdhmMom ogm godmbzgyemo.
13060b3690m0 200 Bemob gobdogzemmodondo (my

dbg3gmmoodo o6 dozomgdm 1918-1920
Bomagol), 93mbmdnzy®o, dom Yoo, L®yd-
HaMImo o bobhadyho Bosbyzghomadg-
0oL dowgode Lodobmmzgmmdo oM bgdmo.
09009060, MHgxum®mInmgdol 3oM3gemm Bemgddo
d9300m3900 o oygm godmMoibymo; mydEo,
9399obo bgemo, dog®mod JobdobdndoMmHrmyemoc
0bggbgo LodLBOM 0bLHhhYHIdL Addmyomo-
0900L o LobgmdBogml IbGHoob g3mbmado-
39600 3Ohm3gLgdoL FoMmm3zd MObELMOL Mggy-
motmgdob Lobhgdgdom 033eMgOM.

93990b0L, MgomyMmoe 30Mmzgmo dob ob-
Om®oodo, goyhbo 93mbmado3zol  Mgaymo-
M900L obgmo 3b60d369¢cmm30b60 0bLhohyhado,
MHmammogod ghm3bymo 30myho, Logoolo-
boom Lobhgdy; goRbo ©bhndmbm3dmmoymo
30bmb3EadmmdY, doMomgmyboe dgogddbo
doMm9anmoMmgdgemo 3mdologdo. g3ggobodo go-
0bym 93mbmdozyMo 3GmgLgdol dotMmazol Jo-
mbymo Lobhgdood, MmIgmmog doMomoEoE
0MOOxmMTomy®m 0bbhohnhadl 9yMEbmdmeo
0 BOdMEMM $03d0 3MOHYREYM goMnggd90-
do vobobgdmo, gm®mdomy®mo 0bbhohyhgool
Rodmyoemodgodo.

939906080 d904dbo bgdotmmzgdol Lobihgdo,
m0dgMomyMo gobo LogoMam g08Mmdy, do-
b03yd0dg d9d30M©O MH9ganmomgdoo gobg-
0L GomEgbmdy. MgomyMop, Lobgmadbogym
Lbgoolbgo gwm®mAom oMggnmotmgds dbm-
mmeE 9.6. “096906030 dmbm3mmogdol” go-
Lgob.



2004 Bgmol obobyobodg Lodo®mmgzgemm
04009000 LodLBMHM g3mbmadnzol Mggnmo-
©900L oLgm 0bLhohEOMbOMYM dOBOL, HMT-
ol 3og30Mm03 0gm g3mm3ob ob vdgMmozol Lo-
bgomdbogymgddo. gobomgomolbobgdgemoo ol
odhog, OGmI Logommzgmmmb BozobMmo od3L
30mM90Ym 90900 Lozymodmo 30bmbIgdmm-
oob  93Mm30330600L  306MbTIEIOMMOLMOD
3063mbodonol dgbobgd. ©dgbo, 93Mm3Y-
0 dmgmgdoob gowobizgso, 939460l dolib-
Moggd0L, LO3YMOMO WoMLYYMNO SEZOMO (VO-
0303mb 93Mmm3nem mgobdo, Lg®omdymmo Loos-
Mmbob 6obodg 0ygbgob.

2003 Bemol bmgddmol dmmml, LodotMm-
39mmdo “306mMg00L MHg3zmemyzool” dgdama,
93mbmdnzol Mggm®mdomgdol obomo ghodo
00g900, MOm3gemoE 0omgddol dmmoobo P303-
dotmgdo MYLYMOELD EOOGMYbYdYMmO mo-
aoMmdol 3obo d9bcydodol bobgmb.

Logdomzggmmdo MoozomyMo 93mbmdo-
3000 (mpdgo dbggmoo od 3MmEgLl 9bmmL
“93mbmd03nMn”) Mgxmmdgdo onbym, Mo
bdot dgdmbgzgzodo LobgmdBogml dbMHoob
M93uemomgool 39doboddgdol goyddgdodo go-
dmobohgomeo.

bodommzgmml bobgemdbogymd, Lbgo dge-
bozmagdoE 36033069mm30bo  MHggnemoEngool
301999000 3oMomgmydmo, yoMo mgse goby-
bm®E0gmgo0bs IGmdol 00dGmol, 3mb3ntgb-
300b 398my30L, LydLomol y3690mmdNL Mg-
3930900, HMTgmmo goynddgood ob dgdmyco-
300 3600309mm3b000 FooyoMgbgl 93mbmadnzy-
M0 goMmgdm. dmbodMgded, GmI gl yzgmoxg-
M0 00639Lh030900L dMBog3oL 9aLObYMgdMEO
o oobobo Logobmmzgmmb Lbgoobbgo Mgo-
h0bggdol dohz9gbgdgmdg, Mgomydop 93m-
bmdozolb gobz0motgdol yodtozo 3Mmdemgdo
d99dabo. 00 3OMdMgdgdol godmbbmemgds b
3obgo¢hMmomagds Lozdome Mmymo 0dbgdo O
Ohmdog Lo®omdymop goobgmgds. my go-
30m30m0bb0bgdm, Mmd Lobgmmdbogymad goM-

o M9gnmoMmgdol doMododmo gmmdgdobo,
3339006Mmo0 d98myo dJozhmgzmbmadnzntmo Mg-
3nmohm®mgdol ;gnbgdiombomgdos, bydomo 3o-
093 y93M® ddodggdo.

2004 bBogob gopddwo Logdom gmb-
00, 39300630000mm0o0l, HGmObL3mOHoLS o
mbhoLb LodoboLhOm, YHOLBBOENoLY o ddg-
B90emmd0b LodnboLlhGmm, LogodMgm 303MmmdoLY
o LogoMmgm g3mbmdnznto PO mgMmmdgdol
Lodobobhmm, Lobgmdbogm Jmbgdol dobrm-
30Lb Lodobobh®m, 339000 3O ™MEYJIH9dol g9-
L39O Hodolo o dmbohmMmobgol LodLobyMo,
d39bodmgmo oE30L LodLobyMmo, dgEbmazgemg-
mdobo o Lobodgbg Logddol cgdoMiodgbto,
dzomqobo g3900Lo O MoMmMBbgd0L gdoddo-
3960, oboddgdol Lobgmmadbogm LodbobyMo,
“LogLhobodnn”, 339000 3OMEYJHgdoL bo-
Mobbob 0bL3gdizoo, GohmLobohobMymo 3IJmb-
OMmeo, HOObL3MMHOL ToMggnmogdgemo
3m3doboo. godoMhoge 3d9690¢mmd0l 3Ghm39-
©yegdo.

36003369cmm3b00 399330600 03 Logdoobmdo-
mo Aodmbomzomo, GmTgmog moEgbdotgdol
dmombmao. 390Hdm, sbgmo Logdoobmdgdol
900 obobymgdoob oMmAs dbmemmep 114.

3o99ddd dmdobo o Bmbol 3mbh®meno,
390h9M0boMmymo Logddoobmdol moEgbdoo o
69006 m30, 39LH0E0gd0L BoMmdmgdol o 308-
Mmool moEgbdos, Bobobodmgobm LodgoEnbm
d9dmb3dgoo (o ©.0.

36209dH039moE, IMIZITOHIIY0d BOO-
30393010 3MmEd3000m LodomyIM 030 MdL.

3onddo Loogoopom gowodowsgddo 3GOHm-
09930mbobhymo bmMmads, Mmdgmmop Johmy-
0 o PEbmy®o 3m330b0900L 3oGohghlL om-
30m0bB0bgdo.

oy bogommzgemmdo dmmm 5 Bemol gobdos-
cmdvdo gobbm®mingmagdymo LhGOydhndymmo
33000em903900L 0bom0dL Rogzohodmgdm, bom-
moE godmAbgds, Mm3 v¢mbodbymo (33¢m0-
mg0900L dodobo 93mbmdonzol LMY ghg-

39m0Mgdod. Bogdommagmmb 30b6mbIgdemm-
0o, dopbgeogzo 0doly, MG®MT MgmMoYmOE
930m3Pm  MmG®0gbhoool dMooMmgdl, vdLm-
myhndoe bodoMob3oMme 30m0MEgds. vdol
Loy3gMabm FogomomoE godmegqos Logobm-
39mmb dhm3ol 306Mmb3gdemmos, MHmIgmos
0390900 dgdoMo3909mmo Y9900l
360do(hob dMoatgdom o 3Mogdhozymoe do-
6001303090 OY30600m0 ologdgdymms 0b-
h9aMaqbigoo.

Logomzgmmb bgmobyymgdod, Mgomy-
Mo, YoM0 mJ30 oMo FoMHM MO390 EOJ(330
oloddgoymmo  0bhghglgdo, oModgE (o-
LOgd9gdngdlL Lozymoto PREgogdol oE30L
90m9d9bhoMyemo  dglodmmgdmmdoyg  Boobm-
30, Mogob 30bmbIEgdmmdnm, odbogddy-
09mb yg3emgdo 0gsb bgdobdogt EOML, ym-
39mga30tm0 d08980L gotgdg goomozolygmml
obogddgdymo. MobozzoMmzgmos, 0d xmbdyg,
MmEgboz bodoMmzgmmlb g3mbmdnzs gobog-
ol dbmgmom g3nbobby®mo o 93mbmdnzyho
360dobol 3gg030m9bol, Lodydom ognmgool
d909306g00L 3MmEqgbo  ogdhoyMo dodobo-
M9gmol, 3030bodmgmdl dMmdol obodmoyg-
d0b dgdiotmgooE, Moy, Lodmmmm ¥oddo, gh-
0mdm03 dmmbmgbol 33390Mo oyoMgligdl
o, 0306 dbMos, 300093 YBM® oo Bogk-
mbol 60603y ©4gb90L JoMmymm 93mbmdnzob.
doybgogo 0dobo, Mm3 LogdoMmzgmml dm-
moho3y® o Loddoob BMggddo Lozdomp Lg-
Momdymo dLFgmmmdgb dmdol oGmLYOYmO
306mb3gdmMmMdnL g3Mm3ymm 306MmbIgdmm-
d0oLMOb 30M3Mbodonodg, MgomyMow mm-
00, GOMIgmog 9mbodbymo 306mb3gdemmdnl
“a00gMmomodoinol” ydadlb dbomb, 0dgbog
dem0ogMoo, MmA JomHImbodoinol 3Gmizglo 96
-5960m000 LoPdGOOL EMbaL 396 gobEoo. dM-
6036ymo, ghmol dbMog, vdmMmgdL Logobmmag-
mmb 930 m3ym LogmEgLlmOb, bmemm, dgmégl
db®mog, 06393L 0LbgOE FMbM3ME0dotgdymo
d6mdob 00dMoL 300093 YBRO™ Fmbm3meodo-

900l, Mm3gmBgi3 dJo®mo390emgo0l Lodvd-
MHm dogmoymmgds gobybodmgtMgmoo.

3bogoo, GOm0l d0doMmo Lymog oM oMol
30dmbozemobo o Lbbgo 008MH9dBg3 vbommao-
160 300009000. dmgoo ob, HmMI LododMhm
domoyg3emgdol dgdmbyg bydogdhgdol oMLYOMBS
93mbmdn3odo Lodmgomgdol 39momEmam-
oob 03306MgdL, y3gemo g3gyobodo, goMo Lo-
dJomzgmmbo, 300350 0(3000.

B90mm g3gmbeo LoydoMo, GMA3 ZoLywmo
LOY3NOOL dMmEM dMBMgYMdn LodedOHm g3m-
bmdozol Mganmotmgdol 0bbhohyhgdol Aodm-
gom0ndg0o onbym. ghm-ghmo Bodmdohgdymo
0ogm 0bbhothyho, MmIgmmbog d0dGol vbogmo-
80 o doLBg LodVdMM domoyymgdolb ddmbg
byoogdhol godmhgbol dgdmbzgzodo, dobo do-
moyxRmgdol gobgohMmomgds ob 0dg3o6m Rom-
Amgddo dmggse Pbo dmgbobs, Mm3d dma-
b3omg0gmmo o d08Gol Lbgo dmbobogmgmo
193090900 o6 OMOM39gYmoym. 3boos, Loy-
0G0 0bhdmbm3mmoy® 306mb3gdenmdoLy
o dob d0dobg d994dbogm obH0IMbm3mmoym
LodLoby®L dggbgdo. PBO ©M0bodbmL, M3
obhodmbm3dmmoymo  LodbobyMo dbmgmmom
d0b30L, 0dd-0b JmogzmO™BOL, gzt m3ymo ULo-
bgemdboggmgdol TohgMoomydo, dgommyMo
o g30bobly®mo obdotMgdom 0ddbgdmee. Lo-
Jomzgmmmb dombg39d0m 03 LggHmdo Lo3do-
mE bdoMo g300d0yod Lbgoolbbgzo mbydg,
omydEo gb Lbygmog 3960 gobgo dobo goyddgdol
o 9Mm0o bgmmol dmbdom obzMgzol bgmol-
d93d3mgmmo gogdhmMo.

“306m0g00l Mg3mmpypool” d9dpamd 39-
Momdo, LEMGOgE VbHodmbm3mmoymo Lod-
boby®o vMdmAbs ob doM3zgemo LgGmomdyemo
boGIIHaGS, GMgmog 3oyddws. 3oydadws
oMo dbmmme Lodboby®mo, oModge dmgmo
30bmb3gdmmos o dob boggzmo dgoddbo
30bmbo “mo30Lyx0mo0 3084MHMd0LY o 3Mb3Y-
M9booL dgbobgd” o dgbododobo LodLobymo.



LoObHYMgLm obod, GMI vbHIMbM3MmoyMo
LodLoby®oL goyddgdol dodbog, doBoMBg 3mb-
39M9bgoobomzol bgemdgbymde obobgemeo.
oMgndgbho gobmmeom ob, GM3 dMbm3moo
0639LhmMobom3zol oMgol dmadggdoobmdol
Logboomo 0gbgdmeo o 0bobo (0b39LEHMMgd0)
LOMMg ©3zg30M EOMZq0dn gobomo3zLgdwbyb
0639L¢H0E090L.

9L 900300 308000mAL 03089, M3 dodoMo
M9LyeLYOLOL goboboemgdol Loyzgmglm Lodyo-
gdod o MoE dghoe 9Mhg3o bobgmmdbogm dob-
Mol yybgombotgdsdo, dom YABM™ (300 vbo-
Boemgol d0BoMo Ggby®mLgdl (o, ©3939 MOHMU,
M9LyeOLYOOL BB IMMYREYI goMggdgdL
bdotgde. oME 0boo OO, M3 00dMOL
0106930mb0tMmgdsL dbobnomMgdL 9.6. “Aogotbgdn”
o d080Mm0 MgbyMLgdL bdot dgdmbggzedo gmi3gd-
h00bog o, YJRGO™ bdotMo 30, LEoMMNENODbO
396 0bobogmgdl, odohmd Lobgemadboggml dbto-
ob Aotmyg30 bdoMmogo goMoy3oemos.

3000m0 0dol  momovdy,  Bgdmombod-
bypmo  mGo  $§9dd0M0ohgdoeb,  Hmdgmo
“49030Mm0thg000” yxudm $qgddotmohn, 3JoMgo
boboo oo Mmammy bodgsboghHm, ol 3m-
moh03y®o 30d0mob bgghmlb o bdoém 0d90-
®mb3gg30d0, 0gMMMgomo bogydzmol  go-
909 oM 30 gobobomgdy. MgomyMo, oM(3
96m g3990b0do bgmobymmagods, doybgogzo
093moMH0MmgoYmo 3M0bi303900L0, 06O ©30MAL
P00 d0d0Mmdg domoymemgdol ddmbyg Lydogd-
h900L dodomm goM339nemo Mmmboldogdgdol
30(hoM9oodyg. 030l dogomomo dbmgemomdo
9Om-90Om0 y39modg 3bmdommo 3mGm3mbogo-
ol - “Microsoft”-ol - 03960390 O g3Mm-
3o Lobodommmm 3MmEgLgdol 300Mo.

o0 yg3g9mogmol doybgoge, Logobmag-
mmb 30Mmodgbhdo gooydde LodoMmmzggmmml
0bhodmbmamemon®mo  306mb3gdmmds o
dob bogzmo, Mmagmtz 1339 >0»3603bgm, do-
0mm 300mbo “moz0bygomo 308Mmmdobo o
3mb3®mgbnol dglobgd”, Mmdgmo Ly 16

dybemoligob dgggoe. oMbodbyemo  30bmbol
“890dddbgemgdol” “bLobobgemme” ybd omg-
3oL, ®m3 030 dogoob 8936 ,,mMog0bomym”
0909900l dgoEo3L.

Logomzgmmb  30bmboll  “mogzobygomo
308Mmd0bo O 3Mb3n®gbiool dgbobgd” dod-
bo godmEboydymod 3odoznMo o oydo-
0m0o 300900L0mM30L MO30LYBOMO Fodbm-
dobo o 3Mb3yMgbizool dotMoghmgdol dmblLbo,
0080Mdg dgLigemol oEdnbob®Mopoymmo Bobo-
003Yamdgonl om339mo, Lobgmdbogm o
00030mmdMm030  bgmobygmgdol  dbMHogob
©0L3M030bo30YMm0  dMH0gMHgdol VMLgdMO0L
0M339mo. o3 d0dbogob godmdobotgmol,
Mmm3 3080396 O 0YM0oYM 306MgdL dodoMBy
dgb3emol Lobgemadbogm Pdgmols, bogmm dodom-
89 d9L3mol Lbgo, MYbYE bgmmgbydmo, dgkm-
390900 o6 0MLYdMOL. LodBybodm, d0dbgLdo
3mb3n®Mgbino bdoMmo Lzomgdd JoMmImbool
Ro®AmM9dL, vdogMmmymop gL 3MmgLgdo Lo-
bgemdBoggml db&moob 3mbhGmmmolo o Mg-
3umomgdob gotgdg MAgd.

doybgoozo 0dobo, GMI 30bmbo o6 dMo-
oMol LodOBOM domoyymgdol ddmbg Lydo-
990900b Lobgmadbogmb obdoMmgdol goMgdg
Bo®3dmgdbol dgbodemgdemmool, 30bmbdo do-
0b3 “gondoMmo” Robobgmo, Mmdmol dobgco-

30003, LobgmMdBogm 30mMEYdYMgdOL 0mMgdL
o0330L “MganmoMmgdo 93mbmdozym Lyg-
Mmgddo  Lodmgomgdol  LobogmEbemm o
93mbmdozyMmo 0bthghglgdo”. dgbobodbogod!
dogMmod goMmo Mganmodmgdoo bggghmgdobo,
93mbmdozolb vdLbmmybycoe oo bobogmo
©09M933m0Mmgdymos. dgbododobo, Lobgemad-
Bogym no®L 030MOL 03 Layghmgddo bobgemdbo-
gmb o6 LEdMgOEMgdol g3mbmadoznto ob Lo-
bogmgbemm 0bhghglgdo onE3oL, 08 BMbdgs
30, MmEgLog oLgm LgggMmgddo 3Mmb3nMgbiod
d98myymoe.
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bymog o6 b0dboslb hgMohmGmoymo ©owb.

003mbooll  93mbmdnzd  hadohmMoolb ghm

3300600 30mmdgh™bdg momddol 12 do-

mombo mmotmol 3d3-b ggbgMmoEool dbegbl

(PPP dgompom), Lodohmzggomm, ¥9GmgbHm-

d0m, dbmemme - 300 vmobob.

Lbgo dgdmbggzodo, d0B0Mdg vYE0IdMmOE
Bo®m3dmogdbgde d93cga0 Lobob 3Gmdmgdgodo:
1. 3mbm3memodogoobo o hMgbhyemo dgmob-

bdgd0b ®obzgdo;

2. 06gm®dogool LobhHady®o dbodghHmoymm-
00 dgLododobo Lodyodogmmm 008bgligdol go-
0930006050 Md0L ymMbYg.

00 dmEgdyemmdol gomgzomolibobgdom, g3m-

bmdonzol 3mb3yMabhybotmnobmds Fommbobog
oMol odm3ngdymo Lobgemdbogml dbMmo-
b mododob vg339¢h Mo Bybgdol oagbo-
89. 0969dM0300, ymzgmmzol MAgdy 3mbzMmg-
OIo bogo®m ybygdgdol v&mO3MA33gHgbhyMo
0 9Mo9x399h0obo §d9gg09d0L Mob3n, dogtMod
30b30m0Mm90ym  J394bgddo o3 3MmMdMadoL
16g4900L Logdnobmdol LGmYymymgom q0Md3o0-
00. Logdommazgmmm o8 dbMmog ybogommydo d39-
goboo, LooE 3O MAmMgdgool Pdghglmos 3o39-
mbgmol 3M0bi303qg00m, gmMeool 3300dol
3oog®mom Bygdo o oMo gobLbom. o3 dq0-
®b3930003, 0330000300 VbHEIMbM3MM0y-
M0 Lodbobymol VMOgKgdhPM™doL Jmggzotg-
0oL Loy390mgLm gdog ngbo doAbgymma. godhoo,
Mmd 93mbmdozol dmgmm Moz Lydhmegddo
dmbm3mmoymo dgmdoMmgmdol o goblo-
390M900m HMgbhymo dgmobbdgdgdol dgwg-
39000 (o3 L3gznommy®mo godmdogdol goMgdy
dbgemo obod(h3039090m00) dob d9d9ga 0dY-
bo 0Robo mo30, MM3 Mol Bgbtogdo dgbodo-
dobo doMmggyemodmgdgemo LodLoby®mol oMa9-
bob Lozombo 0lg3 oEEY.

dmbm3mmogdo o Htgbhgdo, Lobgemadbo-
mb dogh Lomobom 3MmbhHmmol EgxoE-
hob 30609000, BOOHIMIMOGO 0lgm LodLBOH™
domgdl, Mmdmagdog bgmb ydmoob 0bmgo-
3on®o 008bgLol gobzomoMmgdol o 3b60d3bg-
mm3bo d8oMmomgdgb J394bol 3mb3ncgbhy-
Bo&00bMmdOL.

Logdommzgmmdo 0dmo30m39 oM 39380 9d-
30bgobo o 93mbm3dozymo 0bthgM39bEnobo-
300 oE30L 0bLhohYHgd. bHETMbm3memoy®
LodLobyMUL, LD 030 F9M 300093 VMLYOMAY,
3gdmbeo ggm®mTomy®mo LBodyogmgdo o8 ymbom
90mdadgeo, dogMmod o0370do, 9L mgds Logh-
OmE  gyMoEmadol goMgdgy  ohm39dnmo.
domgdyemo dgazgolb Loyzgmgbm bodydL bom-
dmoggqbl yBomdodomo vgMmotyemo 3mhgbioo-
ool dgmbg g3994obodo bLyGOLomolb ggLdmert-00-
3mmhob obodnzo (nbogmgm oogMmods 3.).

©003M0dd> 3. LydLomol 9JL3MGOEH-033ME-
Hob dogymmds dgmmbg 3300Hmgdel dobgo-
300 (9¢mb 099 PMMIG0)
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64o®mm: Lodommzgmmb g3mbmdozydo gobzomoMg-
8oL bLodobobh®m, bhohoLhozol gdothodgbho.

300093 3030 m LObHgMglmo 0g03g dmboEgdg-
00 Bogmmdtog $hoemdo (0bogmgom oogMods 4.).

©0003M0d0 4. LyOLlomol 9JL3MGEH-033ME-
ol Jogymmodo dgmmbg 3300Hmgdoll dobyco-
300 (% 06633Lmob6).
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64o®m: LodoOmzgmml g3mbmadognmo gobzomomyg-
d0L bLedobobh®mm, bhohoLhozol gdothHodgbho.

LhohobHozob g3oMmhodgbholb dogt go-
dmd399469dmo 0bgmmadogool LhMyghycobo
o MoE 9MObo3mgd 360d369¢cmm30b00, M-
dohob gomzomolibobgdom, dbgmoo ybogm-
mbmgdob dgho 3603369mm30060 0b0IOHM-
Mob - d39¢obodo dmbdotmgdyem LobyHLomm
36mEydEoodo 0d3mmiHob Bogmob dyLhow gom-
30mo, 30g3Mod 033mMmh-9du3mMHoL obodozo
bomemog oh39690L 9d30bgobo o 93mbmado-
3060 0bhg®396300L demm30Mgdol dggdobodag-
0oL 0y30egdmmdLL, dom ydghal, HmI Abmg-

mom  Bogodmm  mMmgobodogool bBgbgdom,
oLbgmo 399ob0ddq00L dggddbol yeMgdd y3gemo
939460bom30L 0M0b gomzomolbobgdymo.

Maby®LYodoL dobm3z0Lb 9x399hHoobMO0L 0b-
o030hmMmmo dmgmo Lobhgdo 303006 gd
96963m3o¢HoMmgdmgddg  odm 3000907900l
bo®obbl o dom Bogml Lodmmmm 3Mhmeyd-
hob (gobLoznm®mgdom bydOLomol) mzommody-
Opmgd0d0. 03 0b03oHhMM9d0l doA39090emgd0
dom0ob LoygnMoEMgdmo, MoEaeb gbghgmao-
HoM9dmgo0l g3obol 3mbhmmom dgbodemg-
d9mo0o 939460l gobzomoMmgdol ¢gddol Gaggy-
moMmgdo Mmgmbdi 3mdohoydo, oLg3g bggo-
hoyMo 30dbgdom. 03 gymbdg, Mo mdde ybeo,
Abogdo 30mb3zo, 0ybgdtozo godol 100%-om
033mOHhomEm d399gobodn, 3Mogdhoznemo Jm-
Bbm3mmoy®mo olhmodoyznom, my Mo dodbgdl
93bobyMmgdo godol hoMmogol godhoyMo ghg-
39moE0o (ROdhoyMo - MoEaed gm®mdomy-
Mo 030 bobommdMm03 M9z g0YmO
0m3mgdo. mydEo, obog Pbmdo oMmhAy, Mo
360b3030m dmbo oxgMgbooEng).

o0 oo d08bgLol Lbgo Lgggmgdol dgdmbag-
30003, Lobgemdbogymd Pbd goom3zomoLBNbmU,
Mm3 dogoob dbgemoo Bogomboemydmo Jugemg-
dobomgol 3mb3nMgbool gobgzo. my dodoMmby
399m3abgmgemo sbogmo dmmododg s0MmRg3L gco-
3mdM030 9gL3obL0NL gBol, bognMbogy® JugemL
dgndmos 3mb3n®gbtholb Lodmgdgm ogoemdo
dmobobmb 09330bg0 EoboMmAgbo Mgz0mbgdoly
boMbg, bmmmm my 3mb3n6gbho dggi3g0e gk-
000000 3904306mL Jugemo dBymOGmAn, 99Lu3emy-
o(hoE00L obygdobomzol dmbm3mmobhl 3339
996900 MgLy®Lgdol 3603369emm3z060 Y3otocg-
Lmdo, GOMO gobobm®Mizngmmmb dmEgMmbodoin
0b oLBomL 3oligde. o3 Av3ghoemo BMol got-
®3930, Omgm®3 bgbo, dbmemme 0bm3zooyMo
36mEYndEoom ob dmdbobymgoom oMol dgbod-
9090, o3 30gdLoM9gOYm0 botmEgool boboem-
do bo3domeE d30600 O 3o¢hoMmo doBoMBy bo3-

90000 dmbogmmbgemo.



0ol bomgmo obh®moo 3mIybozoEngdols
bgygmdo dggddbogmo 30moMgds. gogdLbobg-
Opmo  Lohgmgmmbm  LgMzobgdol 3Mmazoo-
9Mgdol Moibzol dto mgdg dbmemme
0dobobhMmogoymo Ggbydbol boMidy beog-
dmEY, Mo, 09690600300, EOEJINMOE OGO dbo-
byemo  3mb3p69bhyem goMgdmdy. 3oMzgemo
MgomyMo 3mb3n®gbhgdo o3 oMagol dmbm-
3mmolbhgolb dbmemme dob d9dgg gdonhbooo,
o3 dmdbdoMmgdmodEg BOOHMMBMEm30bo
0b6(hgMbghol doyzobol Lohgmagmmbm  3009-
mobogob gobbbgozgdymo hggdbmemmgongoo dg-
dm3go00 g399obodo m3ho3y®o, Lo3V0gMmM o
13009mm 0Mbgdol gm®mdom, Mmdgmmdos Lo-
Hhamaxmbm BoMmob gothoMmgdo 3Mrmdmgdol oM
Bo®mamogqbl.

mo30Lb dbMmog, vMoghmgzommazobo Logy-
o300 39094adbo 0b¢hgmbghol dmabmgdgmmmo
Logdgbhdog. $3 dmBbdoMmgdgmgdo yhomeo-
bgb 3m3Ybo3zo30900L ghm3zbymm 3mdoboodo
dmbm3dmmoby 3Mmzoogdl, MGmd ogo oM
030300 bgemdg3Mmymgool 3o06HMmog0L, d9dwag
1339 03039 dmbm3dmmobho ogm odyemgdyemo
d390mo gmbm3go, MmEo dob Jugemb 3mb3yegb-
00 g0do3nMmo oboayMgdws. o3 bLyghmdo
0M0gx9dhoobo dmmotnzolb dg9cgao, dbmg-
mom 93mbm303xMo gm®mydol ,gemmdomyMo
3mb3yMgbhybotmoobmodol 0bgdlob” goMa-
mg0do Lodommzgmml 0b¢hgcbghol dmabdo-
M909mMmMO QOMEMINMo MHomEgbmool dobgco-
300 102-9, bmmmm ¢Hhggdbmemmaongdolodo
6300mdob Embom - 116-7 430eM0 30300,
Mo 93Mbm3n3ymo yLlogOHmbmgdol dgbodo-
dobo 0b6o30hMm®mgdol dobgzom LgMHomdymmo
bot3gboo.

30bLo3ymMmagdom Logydmomadms dmodo-
oyt 30300603003y mdodo dggddboemo Logy-
o300. dbmgymom 3Mogdhozo oA39690L, G™A
LodoOmzgmmb dmdob d3994bgddn, Gmazmb
69gbo, mGo bogombomytmo m3ghohmtmo dmg-
39090L. A39b6mob, dmdomytmo 303006goddY-

mmoolb HoMoggoolb Lggmmdo 3GmazmgLol
bobgMdmmongdo dghghgdod Gomos 9ho3ddy
00BoMdg obogmo m3ghmogpmmol dgdmbgemol
dobgo Lhodyemo, doghmod LobdobOymo L3gg-
HMol mo30L90xMgdol godm, Job o3 ghoddy
oMo 093L hggdbmemmagoydmo LOymymagob Mg-
Ly6eLo.

mo30L dbMog, oMLYdYMMO ™m3IghomMg-
00 (hagdbmemmaoyMmo 3 maMglol v306g0Mm©Ad0
060ob, doghod Mgbhodgmmdol dodoboy,
bozdome domomo Emby, Lodbybobmp, oM
100d3900 dom ygdm 3gho yyMomads EoOYm-
dmb 0bmgzogoy®mo LyM30L9d0L EObgMggol. o0
dbtmog gobbozym®mgdom Logobgodmo g39yobo-
do LBEGOYWO O EOYYM3b6909m0 Foobgdol
LoLhdgdol gobyzomoMmgdmmdY, Moy, dmdo-
my® m3ghohmMmgdmob ghmo, 3mdghio-
90 00639006 dGOMOEVY, MMAMId0E 00Q30
bozmgohm MgLbyeOLoL 3o6mHm0ogddo, bozmmg-
do BMYbo3bgb obomo (Hggdbmemmagngdol
obgMz30dg. 9909g00, bodomggemmdo $96
300093 999dmgdgmos 0bhgMbgd domodool ob
Ly®30L900L OYYM369d9em0 goobgol dodbg-
bob 03039 Loozomom Eobygdo, Gmgmtz gb
3ob30moMmgdym 439969030 brogdo.

0mbodbymmo Logoobom LoLhgdgdo, Mod-
960 (9dboznMmo o6 ybo Aobgl domo
0nbdioo, 3603369¢cmmM300 gogemgbol vbgbgb
ol 0Mmyb30L LoAdotmadg, Mmdgmoi dbgsg
93mbmdoznmo yLlogmmbmgdolb 0bozohmmdL
Bomdmoggbl. Bemgdol dobdogmdg, M2-U do-
Bob 8GEoLbmOb ghmog, Lodommzgmmmdo Lho-
dogmyMmo dgoMgdmeos dobo d6YPb3oL Loh-
dotg (0bomgm oogMmeds 5.). 93mbmdozyho
8Gob 30O mMd9gddo, dMbodbyemo 3Mmomgdo,
MHmgmb dMozomo bbgo, o6 0di3g3e Lome-
bom gptoemgdol, dogmod 3modolol oM m-
09000, GmEo gymob gxosoho 0Agbl mosL,
dobo dGMyb3olL oAdotgdol Hhggdbmenmagngdo
o 0bLHG®YIgbhgodo ®Moo dmmbmzbogmo
bgoo.

©003M0d0 5. AmbghoMymo o3Mgaoho (M2)
o g3ymob 0Mmy63zolb LoRjomg (M2) 3gMomoal
dmmmb
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6gomm: LoJoAm3zgmMmb gOHm3zbymo d0630 www.
nbg.ge

do3mmg3mbmadnzy®mo boboomol 09360
dohggbgdgmo o domo gybgdgool 8b0d3-
bgommdgoo o3hmBohyMo dHoMgdlb g3m-
bmdoznmo pbogmHmbmgdol o0bwozohmmol
0)06gdi30ol. LodOdm dmbghodymo vz3Mgz0-
0900bo o 3mgx03090hg00L ddLMmMYHYG®O
13603mgbmonbomzol 0®LgOMOL dpgMymmo
3603369mm0900, GMOMIgmme oMm®3930L
dododmm domomoo MHmagmbmE 9g3mbmdozol
3mb396gbhnbomosbmdol, obg3g Loy mbyg-
900Lo o dm39d0bodo dagMomdol 36o-
h9®0yndgdol Izt dbmdgmmde.

93mbmadoznmo yLlogOmbmgdol Lobigdo-
89 3m33madLby®d gozmagbol obgbl obg3g
LodMOMmBHOHM dMMobzolb o vyEohol Mg-
3ymomgdol  A39bL g39gobodo doz06ygdyemo
o 0g3bmMomgdymo bggdgbtho. mydgo, gL
ol d9dmbgggod, GmEd Lobgmdbogm Mygy-
moMgool 360d3bgemmode Emabogom bomg-
moo. 39Mmdme, g3hm3otmodgbholb 2006
Bemol 17 doobob 2006/43/EC oMmgdhozom
,bo30madymm  oyodolb  dgbobgd“, 93-
Mm3o3d0m0L g399bgdl g30emgdom d9dabob
oohy®m Logdoobmoodg Bgodbg3gmmoonl
0bbhodhyhgoo. ,,96MMbOL” o ,obhhHyH ob-
©gmLgbol” Ebmdomo b3obomolb dgdwaa,
obogmmgoy®mo 0bbhohnhgdolb d9gddbo onbym

003-30(3. 30boblLy®m 0086Mmg08g LogoMmm 0bthg-
MgLgdol oE30L boMolbol 3mbhGmmemol gL
gm®do 30MEo3otm 303300300 EOgzMOM39000
©mbol 03 0bEOIOHMMMOD, MmIgmoE 3339
30blgbgm, 30Modomo ygbmydo 0b39LHoE0-
900L dMEEM®OoLbmob (mydEd dbmemme 0b-
bLhodhgombomyMo, GoEaodb L3g3nmohoyMo
00639LhmEmgdo 0bgym®madogool Lbbgo byotmg-
00 LoMggdmmmdgh) o LogMmbggdolodo
dgMmomool 3Mohgtmoyndol dgbodmmm Lbgo
3m33mbgbhgdmob.

300093 3BMOM ZmMmOdMmYMod LmEoomydo
M93nm0tmgool bYadgbtho. godhoyMo, Lmao-
oMo bhodogmybOmdobo o 3Mbymogdhgdol
369396(300L Mgdoth03d, 300093 9O - Agmmby -
360 gMoydo d9330dmoo Aodmzogyoemodmm,
MmmIgemboE dogmoob 89300 0bwozohmMo go-
Loby®gdo, dom dmMob:

1. 990mLo3em 900l oxgMgbinoEnnLy o 3Mb-
39060h®oE00L 3Mm9x030906(h9d0;

2. 93mbmdnznmo 390m0mmgmdnl dohzgbgd-
m900;

3. ndydg3emdnl dohg969demaod0;

4. bLowo®mndob dohgzgbgdemado.
30bLo3ymMmgdom Loygn®Momadms obog-

3900l 3motnzo, boog, gbhmob dbog, do-

000 0oo Lobgmdbogml dobhodymodg-

d9mo ¥ybdEono o, dgmbgl dbMog, 306Mmmo

Bygomagodymago, Mmdgmog o8 Lgghmdo

Bomdohgdgdlb o BoMmydohgdmmogdl odm-

Mqob.

2003 bemoob 2008 Bemodpg LogdoMmsg-
cmdo LEBOMAMGOLY o MMZObndoE0gdd0 (o-
406039000 ©oLOJIg0mMMO BdYoT™m M30YM0
bmdobogmyMmo bgemazolo dmgemo g3mbmdozol
dobg300 gondoMmo, doghmod dgdmbogmmgdo
3303 dom0ob oxghhgbizo®mgdymos 93mbm-
d030L Lbgoobbge LEgMmgddn. vdobmob, 0d-
900 dmbobmgmool dgdmbogmmgdol Lbgom-

00 930MIGM0 $3993900L dobg3z00 (obomgm
003Modo 6.).



©003M0d0 6. dgdmbagmgdol Lbzgomdo dm-

™M O 30039 3L dodol (moMo m3ag-
do)
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6godm:  LodoOhmzgmmb  93mbmadnzyMo
3obg30moMmgdolb  Lodobobhodm, LoHoLhezoL
930MHodgbho.

3039 aobbogmgol Logobl BoMmImogggbl
0000l Mggnmomgool  goMm3399embogmoc
HOMOMR0300MmYM0” bygdgbho LhobwoMpodo-
3000 o Myamodgbhn®mgdol dmemothnzol Lo-
bom. doybgogzo 0dobo, HmI Lobymmadbogml
03 ggnbgdnody oMmOLEMML 39mgdo Lomobo-
©om 0J390ho, MgLyMLgdol dobmmzol gxad-
Hh0obmdob 0bozohm®mgdol ydgthgbo Bobogmo
30603060 06 06MH0d0 Folmob oMol o3o3d0-
M90emo. LhobotMipodognoly o Mggmodgb-
hoMgdolb 3dmmohozo LobgmmdBogmb bgemdo
dJotymgoymo ooMmomol dbgoglbos. dobo Lody-
omgdom dgbodemgdgemos 393M0b go39m9do3
O 308Y$I0SE.

aobomemagool, 3dgbogMgdol, Botdmgools
oMmado LEHObEOMHNBOENL o M9gmodgbce-
300 90399H0obmdoL 3M0¢hghondol goMmzmgddo
3M0h03nem00, Mogod sMobBmmo dmmohozol
306Hm0903d0 d9ndemos 93mbmadnzol MgbyMLgdoL
19006OH00Mm boMmEzo godmobzoml. Mmam®i 33-
39 903608b9m, 93mbm303n®m LyongdhL dogmoob
00 H306Mm0 Eob3900, ™y 0993900 Lo3Y-
oMo MHgbyedLgdom PBMYLb39tmMymL Mobodgo-
Mmm39 LhobOMHJOMOD dgLododobmdo.

3obomemgdodg  obogbgdome  dggotgdo
303-boob, ggudmmpdo  Fomombhggbmenm-

30960 3Mmeydaool Bogmo o LobydLboomm
gbogMmmbmygdo - o8 Lyadgbhdo bzgdo ghm-
d0b9m0Lgob gobLbb3gogzgdymo, dogtMmod g3gybol
dgMoo gobzomotmgoolmzol oYE0m90gmo
0600300hMmEMg0d0.

LoobhgMgbm LyMomb dogz0mgdm my dg3o00-
900 Logdommzgmmdo Fobomegdedy o Mo3-
0333089 oL0gbgdomO dgxoMgdgdl 3d3-mob.

00036030 7. 3ob30mgdolo o MmogzoE398g
bod0Sah™ dLngbgdomd Bogmo 3d3-do
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dmemm 200 Bemob dobdogmdg 3b0d369cmm3-
bo odohotMmoggdym dbmagmomdo n339 Loz-
do®mobo o6 d&mob dbmemme gobzomoMgds - my
A3960 dLgogLbo, goModozomo 93mbmdnzol
939460 gobzomoMmgdol (hgddo o LhG®ydhHMo
oM LMoo (303008900 g399bgd0LLL, 0go
96 3b0d3b690mm3bo gobboMmyemos Lhodowmy-
M0 oyhlongMmdobomazol.

mydEo, dgodg 93mbmdnzol dgmbg J39yobo
3930009000 YROm dmgbomos gobznmotmgdol
LhGOH9a0edo o Lb3d MObodod 3ocMmd90dn
dobo ROI gogogmgdom domogmoo.

00 3ymbom Loobhghmglme Abmgmom g3m-
bmdozgdo gmdydob dogh dgdydozgdyemo
93mbmdnzolb gobzomoMmgdol 5 Loggby®moobo
d3omo, Mmdgemdos 3 Loododm LoggbyMoo: 1.
30M9dm90900m FoMMYMO; 2. 98399H00bm0o0dY
mM09bho®mgdymo; 3. 0bmgzogoydmoe dotmy-
m0; bmmm m®o dom dmGmol goModozomo
1->2 o 2->3.

mgobomzol Lodommggmml dobodgdymo
od3b 1->2 goMeodogzomo Loggbydo. myd-
Bo, Jobmymo 93mbmdozymo Mgym®m3gool
L3930Q030 PYJPOM 30M39cm  LoggbyMmoboo
obemmb, 3006y dgmdMgbmob. MmagmME 1339
0m30603b9m, 903994h0obmdodg mMmogbhomgdyem
bhoodg goologmgmo dogmoob dbnd3by-
mm30b00 MgEMm®H3go0l LEMGOHO MObobymdY,
Mobog, mogz0l dbMog, dgLododolo 0bgmmdo-
3oyemo 00dobo LnMmagdo.

A3960 dodmboemgol dodoboo Lobgmmdbogmdo
d90gabol 93mbmdo3nmo yLlogmmbmgdol byem-
gmagynemo (o, 53030Mmymo, dmgboemo bobitg-
3o, OH™M3gMoE ogYMEbmds Mgomy® dmbogg-
3900 o bgmoliyggmgdobomazol gosbysghommg-
0oL domagdol 3GmgLdo 0dbgdo ga3gdhoobmdolo
o 99399hGO™O0L ©g330h M0 Lvdmdo.

oLgmo 3G mggdhob Mgoemndoiznolomzol Mgl
300306 odM3Mmgdol BoMTmoggbl dgbode-
dobo 300 gM0ndgdol dEMOMLYOMdS. 0bg030-
Hhm®gdolb ob bobogmo, GmTgmog dbmazemom
0bommgngool  gobodnomgdom  goom3emgdo
(00g. $060L 3m9x30(30906(0), & dGOL LozdoMo-
Lo 93mbMT03nGm0 PLlogMMbmgdol dmemotn3ol
LEYGOLM30b0 MHgomodoinobomgol.

dgbododobo, oyEOYdgemod  LobgemadBo-
oL dbMoob 63 3Mmdegdgdol Eobobgo o
Lodydomb dgLobmyemgdmo Logohm GMglyk-
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The process of economic
reforms and formation of
the independent economic
system in Georgia are quite
extended because of the
frequent cases of inconsist-
ent economic policy.

The reason often lies in
the positioning of the eco-
nomic processes under the
ideological frames and lack
of ongoing analysis, or su-
perficial analysis at best.
Unfortunately the State
had decommissioned all
the scientific and research
institutions that were re-
sponsible for monitoring
and formation of the mar-
ket economy and scientific
analysis of such processes.
Therefore the stated func-
tion has been undertaken
by the NGO sector.

The Centre for Econom-
ics Problems Research,
which began commenced
operations from August of
last year aims to fill the
abovementioned vacuum
and deliver objective anal-
ysis of the economic proc-
esses in Georgia. It's worth
mentioning, that the centre
supports liberal economic
policy and considers no
other alternative than de-
creasing “the size of gov-

ernment” and the level
of its intervention in the
economy, although there
are certain spheres which
cannot be left only in the
hope of the market mecha-
nisms as this will not ben-
efit socio-economic devel-
opment.

The position and atti-
tude of the centre towards
deregulation of certain
spheres is described in the
presented research. It is
significant for us that par-
ticular public consensus
could be achieved on the
list of spheres of economy
which require particular
regulation and monitor-
ing from the state. Unfor-
tunately for the time be-
ing, there are no signs of
such consensus, whereas
the Georgian economy de-
velops without important
institutions which could
potentially strengthen the
economic security of the
country.

The research represents
the modest attempt at
analysis of this existing se-
rious problem. The centre
is poised and ready to pre-
pare the policy document
on regulation sphere based
on the presented research,

to continue its work on the
stated and also other prob-
lematic issues together
with all interested parties
and to consider any reason-
able comments and recom-
mendations.

We would like to thank
the Friedrich-Ebert-Stiftung
Tbilisi Office for provided
support with regards to the
conduction of the present-
ed research.
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Activity of Independent
national regulatory Authorities

Independent Regulatory
Authorities

After the Rose Revolution, Georgian
authorities were determined to pursue a
liberal economic policy whose principal
point implied the least interference of a
state within its economy. Therein, general
emphasis was extended towards property
privatization, the lowering of tax rates and
decrease of the amounts paid for licenses,
amongst others. The policy of liberaliza-
tion also concerned natural monopolies
when a market becomes a consumer of
such services and commodities as electro
energy, natural gas, drinking water, urban
and mobile communications, public trans-
portation, cargo conveyance and others.
As the result of a liberal policy undertaken
by the state economic team, the regulato-
ry function passed from the government to
the market itself or to other independent
national regulatory committees. Transfer-
ring of requlating levers from the state au-
thorities’ to a market or to an independent
authority is grounded upon the notion that
the market would improve or correct the
mistakes which were created by the gross
interference of a state within the sector.
Furthermore, competition would ensure
higher public satisfaction as well as better

securing the interests of the population.

In accordance with classic interpreta-
tion, regulation implies the integrity of
laws and rules by means of which a state
exerts influence upon the decisions made
by active parties. In a certain market, the
necessity for regulation may sometimes
lose its significance within an also certain
time span. Moreover, regulation needs
can be stipulated by situational market
shifts by means of which the public inter-
ests will be better met.! The experience of
many countries shows that a total deregu-
lation brings about injurious effects upon
the interests of consumers. Generally, the
existence of a natural monopoly harbours
the main risk for small markets. For this
reason, it is essential to have determined
levers of regulation at these markets. The
creation of such independent authorities
and a successful implementation of re-
forms have been applied in such countries
as the USA, the UK, Hungary, Sweden,
Germany, France and Estonia, amongst
others.

It should be noted that the criticism of
free markets can be provoked as a result
of situations in which regulatory function of

1. “Activity of Regulatory Companies in Georgia and in
Some Countries of the World,” Centre for Strategic Re-
search and Developmen of Georgia, Bulletin No. 96, Thilisi,
2005, p. 4.

an economy can only be carried out by the

government. These situations can include:

e The existence of public goods - avail-
ability of so-called public services.

e Insufficient informational transparency
- customers have an informational lack
at the markets.

e The efforts of companies to artificially
constrain competition which leads to a
maximization of their profits.

e Unequal distribution of income and
property.

Following the abovementioned, it is
obvious that a state also has its duties
and responsibilities and it should main-
tain free development of competition.
Development of free competition on the
one hand, and, on the other, the fact that
market faults correction by means of in-
dependent authority calls for such needs
in the terms of natural monopoly subsist-
ence, when:

1. A genuine regulation process occurs by
means of independent authorities in
which neither the state nor a company
is able to exert an influence.

2. Tariffs for goods and services are deter-
mined transparently so that the com-
pany or consumer does not have an op-
portunity to gain a super / mega profit.

3. The processes run transparently and an
adequate response in defense of con-
sumer rights takes place either from the
side of the committee or from that of
the court.

Our goal is to analyze the level of ef-
ficiency of independent authorities in
frames of market regulation and the pro-
tection of consumer rights, , how can this

be handled by the market with the prob-

lems related to the market falls and how

free market principles assure the defense
of customers’ rights.

In accordance with Georgian legisla-
tion, the term independent authority
implies to the special capacity-possessing
legal entity of public law founded by the
government in order to regulate a certain
sector and does not operate under a state
authority’s supervision. It is an independ-
ent regulatory organ which acts within the
framework of assumed responsibilities as
determined by a law.?

According to the abovementioned the
following conditions should be created for
Georgian independent authorities:

e The state determines spheres of regula-
tion.

e Special regulatory power is handed over
to the legal entity of public law

e Abovementioned legal entity is created
with a special regulatory purpose and
is not considered to operate under the
supervision of any state authoritative
organ.

e This special capacity-possessing legal
entity of public law is independent and
acts in the framework of assumed re-
sponsibilities as determined by law.
Until the 1st of December 2005, the fol-

lowing regulatory bodies operated in Geor-

gia:

e Georgian National Electricity Regulatory
Commission

e Georgian National Communications
Commission

e Georgian State National Regulatory
Agency on Oil and Natural Gas Issues

2. Georgian Law On Independent Authorities, Article 3,
Clause g.



e Georgian Automobile Transport Admin-
istration
e Georgian Civil Aviation Administration
e Georgian Maritime Administration
e Georgian Railway Transport Administra-
tion
The abovementioned administrations
(Georgian auto transport administration,
Georgian civil aviation administration,
Georgian maritime administration and
Georgian railway transport administra-
tion), according to the introduced amend-
ments into the Georgian legislation “Law
of Georgia on Independent National Regu-
latory Authorities ” on the 1st of Decem-
ber, were consolidated into one regula-
tory body. A united regulatory organ,
therefore, was established in the form of
the Georgian National Regulatory Commis-
sion on Transportation Issues. Afterwards,
based upon the Georgian Law on Inde-
pendent National Regulatory Authorities,
the following bodies were founded:
e Georgian National Electricity Regula-
tory Commission
e Georgian National Communications
Commission
e Georgian State National Regulatory
Agency on Oil and Natural Gas Issues
e Georgian National Regulatory Commis-
sion on Transport Issues
On the 10% of April 2007, amendments
concerning Law on Independent National
Regulatory Authorities were adopted into
Georgian law which resulted in the can-
cellation of the recently created National
Regulatory Commission of Transportation.
This event was preceded by the interven-
tion of the President who directly revoked
this regulatory organ owing to his opinion
that the Commission did not support the

formation of a free market relationship and
perceivably hindered this sector’s devel-
opment. Despite the independent status
of the body, it was withdrawn from the list
of regulatory commissions within several
weeks of the President’s intervention. This
fact clearly shows that active regulatory
committees in Georgia are ineffective, on
the one hand, and their independent sta-
tus is dubious, on the other.

On the 19™ of June 2007, Georgian leg-
islation adopted another amendment con-
cerning the independent national author-
ity which resulted in the withdrawal of the
state regulatory agency for oil and gas re-
sources leaving, in the end, only two regu-
latory committees.

On the 15% of December 2007, the
responsibilities of the Georgian National
Electricity Regulatory Commission were
extended and consolidated with the water
regulatory commission following further
amendments in Georgian law concerning
the independent national authority. This
organ was ultimately transformed to the
Georgian National Energy and Water Sup-
ply Regulation Commission.

Currently there are two active regula-
tory commissions in Georgia:

1. Georgian National Communications

Commission
2. Georgian National Energy And Water

Supply Regulation Commission

According to Georgian legislation, an
authority is obliged to present a report
about its activity to the President and
Parliament of Georgia when this author-
ity represents a permanently active inde-
pendent regulatory commission - legal
entity of public law based on established
rules. Simultaneously, either interference

into the activity of an independent author-
ity and control or requirement of reports, is
legally inadmissible, if it is not envisaged
by a particular law.

The Georgian independent national au-
thority is required to submit its budget and
conduct a financial audit of its expenses and
accounting in accordance with the interna-
tional accounting standards upon an annual
basis within the framework set up by the law.
It is the Georgian Parliament which author-
izes the making of a decision regarding how
the audit should be conducted in reference
to the approved budget of an independ-
ent authority. The audit of an independent
regulatory Authority shall be conducted by
independent auditors selected by a tender
commission, whose composition shall be
approved by the Parliament on presentation
of the Sector Economy and Economic Policy
Committee thereof. Financial obligations re-
garding independent auditors must be car-
ried out by an independent authority. It is
mandatory for the independent authority to
publish a report of its activity and the results
of the financial audit.

An independent authority is not financed
from the state budget. Its expenses are
covered from the regulation fee as well as
other kinds of revenues according to Geor-
gian legislation . Any person who carries
out or intends to carry out any activity in
an authorized field is obliged to pay the
regulation fee. This cost should be fixed
in such a way that it would ensure an in-
dependent authority’s budget to defray all
necessary expenses therein. It is trans-
ferred to a separate bank account of the
independent authority and its purposed
disposal falls entirely within the compe-
tences of the regulatory organ.

An independent authority’s financial re-
sources which are unused within the cur-
rent year are transferred to the account
designated for the following year and are
taken into consideration during fee modi-
fication.

Annually, the budget of an independent
authority grows, because the number of
operating entities increases which, there-
fore, enlarges frames of activity and, con-
sequently the income. The Value of the
Georgian National Communications Com-
mission, for example, depends upon the
company’s income and comprises one per
cent of its entire income. The cost of the
Georgian National Energy System and Wa-
ter Supply Regulating Commission is de-
termined separately according to its fields
of activities and is reflected in the tariffs of
its products.

As a rule, there are not any unspent
funds of an independent authority dur-
ing a current year and, appropriately,
there are no reductions in any regulatory
fees. Herein it should be noted that capi-
tal expenditures of independent national
authorities grow year after year in order
to ensure complete spending of available
funds. Continuous and endless major re-
pairs in the office of the Georgian National
Communications Commission are a clear
example.

It should also be emphasized that the
standards concerning the financial free-
dom of independent national authorities,
as accepted by Georgian law, are rather
obscure. Georgian law asserts that all dis-
bursements of independent national au-
thorities must be covered by the regula-
tion fee although other kinds of incomes
are also assumed by legislation. The law,



however, does not clarify what is meant by
other incomes.

Such a mechanism of funding, which
has a direct link with the company’s in-
come, does not in fact maintain the in-
dependence of an authority. In this case,
such a regulatory organ does not rely upon
the government but depends upon a large-
scale company whose assistance usually
comprises the major part of its budget.
It's less likely that the commission will
make a decision against such companies
in case hearings on disputes between big
and rather small companies.

In the framework of the commission’s
competence, an independent national
authority can issue licenses and authori-
zations, suspend their validity or extend
them, modify licenses and authorization
forms or abrogate them. Furthermore, the
competence of an independent national
authority comprises the fixing of tariffs and
their control. Concerning the issue of the
transparency of an independent national
authority’s activity, this is determined by
Chapter IX of the Georgian General Admin-
istrative Code which implies that the fixing
of tariffs and the issuing of licenses must
be discussed publicly. Decisions made by
an independent national authority can be
inspected only by juridical organs. An in-
dependent national authority is obliged to
arrange public discussions on the subject of
the implementation of licenses and tariffs.

An independent national authority,
therefore, conducts a broad range of re-
sponsibilities and duties in order to ensure
the protection of consumers’ rights, trans-
parency of activities for public, Creation an
appropriate environment for effective op-
erating of sectors.

The fact that an independent national
authority is neutral from any government
allows it to be considered as a firm and sta-
ble guarantor free from any political affilia-
tion. Relying upon this, a state establishes
a trustworthy and steady environment for
investment which consequently facilitates
the application of new technology and the
launching of innovative systems. The en-
couragement of the liberalization process,
the reduction in the amount of bureaucrat-
ic barriers, the promotion of privatization
and the creation of favorable conditions for
competition make for an equally favorable
environment for investment. Moreover,
an independent regulatory commission is
considered as an arbitrator which cares
about the defense of consumers’ rights.

It is a notoriously well known fact in
world practice that the independent na-
tional authority self-liquidates or, in other
words, the need for this authoritative or-
gan is lost after the transition from the oli-
gopoly to polypoly market. Unfortunately
in Georgia, such regulatory commissions
are characterized by high-salaried staff
funded at the expense of the extended
budget which makes membership of such
independent commissions very appealing.
It's very difficult to suppose that mem-
bers of commissions are truly independent
while making decisions considering the
fact that they are appointed to their posi-
tions.

Fields of Regulation of Power
system and Water Supply

In accordance with Georgian legislation
about energy and natural gas and the stat-
ute of the Georgian National Energy and

Water Supply Regulation Commission, a
special capacity-possessing legal entity of
public law is created by the government in
order to regulate a certain sector. This en-
tity of public law is independent from any
state bodies or organizations and it is not
based on state property.3

In the field of the power system, the
principal normative act Georgian Law on
Electricity and Natural Gas, as presented
by Georgian legislation, claims that the
chief goal based upon the development of
competition and upon the application of
accepted regulatory mechanisms for non-
competing market to settle the system and
tariffs for the water supply, power system
and natural gas markets.

Goals determined by law create the
need to for a functional apportion between
the Ministry of Energy of Georgia and the
regulatory commission.

The objectives of the Ministry of Energy
of Georgia deal with the general directions
of the state policy in the field of power and
natural gas, their distribution and elabo-
ration and approval of legislative base. It
must be freed from the property, opera-
tional and regulatory functions in the area.

In the field of power and natural gas, the
government conveyed the rights of prop-
erty issues to the Ministry of Economic
Development with the regulatory function
being assumed by the Georgian National
Energy and Water Supply Regulation Com-
mission. On the 15% of December 2007,
the functions of the independent national
authority were expanded as a result of
amendments adopted in the Georgian Law
On Energy and Natural Gas with a further

3. Law of Georgia on Independent National Regulatory Au-
thorities, Article 3, Clause g.

responsibility being added - to impose tar-
iffs on the drinking water supply and waste
water disposal.

Herein, an interesting fact should be
disclosed that even though water supply
does not fall within energy or gas issues, it
was actually partially regulated (regulation
of tariff) by the Law on Power and Natural
Gas*. The reason for such an amendment
was the aim to “deregulate” water supply
issues. Afterwards, the planning of the
water supply, works on the sewer system
and appropriate state procurements were
withdrawn from the list of exclusive com-
petences of local self governments.

At same time, during 2007 intake sys-
tems of water supply, water pump sta-
tions, header pipes, main trunk sewer sys-
tems and regional sewage disposal plants
were removed from the list of state prop-
erty that was restricted for transfer to third
parties.

It should further be noted that water
supply issues are not considered as com-
petence of either the local or the central
authorities. For this reason, funds granted
by state or local budgets for conducting
any work in this sector, would be consid-
ered as illegal expenses. Despite the so-
cial conditions of the population as well
as taking its purchasing capacity into ac-
count, the water supply still remains on
the state subvention even though none of
the levels of authority are qualified to do
this.

Amendments in the legislation con-
nected with the water supply system,
obviously aimed at its deregulation and,
consequently, the approach of the state
authority implies its privatization but this

4. Organic Law On Local self governance, Article 16.



has not been considered as a peculiarity
in this field. In most Georgian regions, the
privatization of such an infrastructure is
impossible because it is not appealing for
a private investor.

On the 25" of March 2005, property
which was meant to be transferred to the
local authorities and appropriate proce-
dures for transfer was defined by Georgian
law on property of local self governance.
Some local authorities required the trans-
fer of state LTDs which operated on their
territory (so-called “tskalkanali”). The
central government, however, refused to
respond and so the local authorities were
excluded within the water supply regula-
tory authority. Although, this function did
not refer to the central authority either.

In 2008, local authorities did not envis-
age water supply expenses in the process
of planning of their budgets as a result
of amendments in the law. Accordingly,
in the first quarter of 2008 a rather ardu-
ous situation was created when the cen-
tral authority was forced to grant some
money from the state budget in order to
subsidize water supply companies. It is
interesting that in the majority of cases,
the central authority does not finance the
water companies directly. This financial
help was directed towards the local budg-
et and reached water companies through
it. To analyze such organization of public
finance, it is necessary to look at the issue
of grant transfers between different budg-
etary levels. The relation between the
state budget and local budget is arranged
by three types of transfers, as follows:>

Equalizing Transfers - From the Georgian
state budget by means of a legally set rule

5. Law on the Budgets of Local self governance, Article 2.

is granted as financial assistance in order
to carry out the exclusive competences by
local authoritative unit. Its application is
determined by the representative organ of
a local authority. Funds may be used for
exclusive or voluntary commitments.

Special Purpose Transfers - Is granted
as financial assistance to carry out the del-
egated competence of a local authorita-
tive unit from the Georgian state budget
and or an autonomous republic’s budget.

Special Transfers - Designed for the lig-
uidation of any ecological or other disas-
trous occurrence by a local authoritative
unit. Financial assistance is granted for
covering any capital or current expenses
from the Georgian state budget and or an
autonomous republic’s budget.

As concerns water supply, neither the
equalizing transfer nor the special purpos-
es (targeted transfer) transfer can be used
because this sector does not pertain to ei-
ther a central or a local authority. The spe-
cial transfer is the only one which allows
the opportunity to grant financial backing
for the local budget from the state budg-
et. This transfer, as its name indicates,
implies in case of urgent and otherwise
necessary occurrences and does not rep-
resent a means of regular financing of the
field of the water supply system.

In 2008, budgets of local authoritative
units financed the water supply sector
from its own resources which is a violation
of the law. The reason for this fact was a
high-level dependence on the Ministry of
Finance of the local “independent” budget.
It can be concluded that in the water sup-
ply field, there is no appeal for new inves-
tors but, rather, the enormous problem of
purposeless public financial expenditures.

Today, in the case of full compliance
with existing legislation, the majority of
the population will stay without a water
supply and this fact proves the irrational
steps which have been taken by the cen-
tral government in the field of its general
function and structure.

Main functions and structure of The
Georgian National Energy and Water
Supply Regulation Commission

The principal functions of the Geor-
gian National Energy and Water
Supply Regulation Commission are de-
termined by the Georgian Law, Law of
Georgia on Electric Power and Natu-
ral Gas (Article 4) and by the statute of
the Georgian National Energy and Water
Supply Regulation Commission (Article 2).
The chief functions of the regulatory com-
mission are as follows:

e Overseeing the transmission, dispatch-
ing and sharing of electro energetic pro-
duction as well as gas transportation, li-
censes issuing and the definition of their
terms of application, licenses distribu-
tion, their alteration and revocation, the
control of activity confined by licenses
and taking measures in case of violation
according to the Law on Licenses and
Authorizations.

e Elaboration of general state policy in
power system field on the base of adopt-
ed norms and administrative-juridical
acts, approaching the calculation, fix-
ing and regulation of transmission tar-
iffs and tariffs of consumed natural gas
with the exception of tariffs on gas on
gas stations for cars.

e Adjudication of disputes amongst grant-

ees of licences, small capacity power

stations, importers, exporters, purvey-

ors, consumers and commercial opera-
tors of a system within the framework of
their assumed competence.

e Arranging and co-ordinating energetic
certification.

e Fixing water supply tariffs.

As previously mentioned, the responsi-
bility of the Water Supply Regulatory Com-
mission is confined by the fixing of tariffs
although this function additionally modi-
fied the structure and the members quan-
tity of the commission.

On the 6™ of October 2008, according
to the adopted amendments in Article 6 of
the Law of Georgia on Electric Power and
Natural Gas, the number of members in
the Commission rose from three to five.
On the 19* of February 2009, the same
changes took place in the statute of the
Regulatory Commission. The increase in
the number of members has an immediate
link with finances because the most part of
the Commission’s budget is designated to
the staff for their salaries.

According to global experience, one
of the indicators of the successful work
of national regulatory commissions is
gradual function abridgement which is
something that should be reflected in a
budgetary reduction. In Georgia, on the
contrary, a growth in the amount of mem-
bers is observed together with a consid-
erable budget extension. This situation
has a pressing influence upon the active
companies and eventually increases the
production cost.

If we recall that the Georgian National
Regulatory Commission on Transportation
Issues was revoked upon the urgent re-



guest of the President of Georgia within a
two-week period of time and if we recall
the arguments in favor of taking this step,
the adopted amendments about the in-
crease in the amount of members in other
regulatory commissions becomes unclear.
Based upon the President’s explanations,
the Transportation Regulatory Commis-
sion burdened the companies acting in
this field and affected the costs. Owing to
this, the transition to market principles has
been impeded.

Appointed members of the Geor-
gian  National Energy and Water
Supply Regulation Commission should be
Georgian citizens with university degrees
and appropriate qualifications and experi-
ence. A member’s appointment and re-
dundancy is overseen by the President of
Georgia.

Commission members and their chair-
man are appointed for a six-year period of
time after which a member may stand for
reappointment. In case the member vol-
untarily vacates his position prior the ex-
piration date of his tenure, the President
and the Commission’s chairman appoint
a new member for the remaining term.
Within the process of decision-making,
each member has the right of only one
vote.

Resolutions and decisions of the Com-
mission are made at the Commission’s
meetings by the majority of votes of the
Commission Members. The meeting of the
Commission is authorized if at least three
members of the Commission attend the
meeting.

During employment, each member of a
Commission is obliged to resign from his/
her membership in any political party.

The member of the Commission has a
right to appeal his dismissal according to
the rules and procedures defined by the
clause 7 of the “Georgian Law on Electric-
ity and Gas Supply”.

According to the stated regulation, the
President does not have the right to dis-
miss the member. Although utilization of
the terms stated in list of “The Discontinu-
ation of Authority and Dismissal” repre-
sents the approbated methods for prema-
ture interruption of non-desirable persons.
For example, voluntary quits and viola-
tions of provisions of “The Law of Georgia
On Conflicts of Interests and Corruption in
Public service”.

The structural units of the Commission
are as follows:

e Electricity Department;

e Natural Gas Department;

e Water Supply Department;

e Economic Analysis and Price Making De-
partment

e Legal Department

e Methodology and Information Aware-
ness Department

e Public and International Relations De-
partment

e Department of Human Resources

e Accounting Division

e Central Unit of Certification

e Logistics Department;

e Computer Hardware and Software De-
partment;

e Apparatus of The Chairman and mem-
bers

The Commission’s structure consists
of a General Adviser and Advisers to the
Chairman.

In order to create complementary guar-
antees for consumers’ rights advocacy

(separately from the Commission), the
Public Defender’s office has been estab-
lished for the protection of consumers’
interests. The activity of this office repre-
sents this part of the regulation, is funded
by the regulatory fee and is reflected in
the budget. That is why the budget and
staff of a public defender are approved by
the Commission. The public defender is
appointed openly on a competetive basis.

Before promulgating any resolution or
decision, the Commission shall give rea-
sonable notice of its contents and shall
give interested Persons an opportunity to
attend the meeting. In order to keep infor-
mation confidential, the Commission is au-
thorized to conduct meetings closed from
the public. The resolutions and decisions
made in closed meetings shall be pub-
lished.

A resolution and decision made by the
Commission may be appealed to a court,
in accordance with the existing rules and
procedures.

Georgian National Energy and
Water Supply Commission’s
Revenues and Expenses

One of the significant questions towards
the regulatory Commission is its financial
and proprietary (economical) independ-
ence.

In Georgia, in accordance with the cur-
rent legislation, Georgian National Energy
and water Supply Commission is financial-
ly independent from the state. However,
it entirely depends on the regulatory fee
of acting companies in this sector. The ap-
propriate regulation fee is included in the
tariff that increases the final price of the

product. Herewith, the major part of in-
come of the Commission’s budget is com-
posed of the above-mentioned regulatory
costs (fees), paid by large-scale compa-
nies; so this fact may cause prejudicially
favorable decisions made by the Commis-
sion towards these companies in case of
disputes.

The budget of the Commission is stipu-
lated by the 19" clause of the Georgian
Law on Electricity and Natural Gas sup-
ply and according to the 5" clause of the
“Georgian Electricity and Water Supply
Regulatory National Commission” decree.

The regulatory fee received from the
Licensees, Importers, Exporters and Com-
mercial Operators of the Electricity System
represents the main source for replenish-
ment of the Commission’s budget.

On 18t of September 2008, by the de-
cree #24, “The Georgian National Energy
and water Supply Commission” declared
the regulation about “payment and calcu-
lation of the requlatory fee in the field of
electricity, natural gas and water supply”.
Based on this rule, the payees of the regu-
latory fee are: Electricity Generation, Trans-
mission, Dispatch and its distribution, also,
Natural Gas Transportation and Distribu-
tion, as well as the Commercial Operator
of the electricity system, Small Capacity
Power Stations and Water Supply providers.

Regulatory fee is defined by the rate of
fixed tariffs for the regulatory fee payees.
However, for those who conduct their reg-
ulated activities without the tariff defined
by the Commission, the above-mentioned
regulatory fee is taken into account in their
expenditures.

The Commission shall, by October the
1st of each year, approve its budget for



Electricity Sector:

Generation Licensee
Transmission Licensee
Dispatch Licensee

Electricity Distribution Licensee
Importers

Exporters

Commercial operator of Electricity system
Small capacity power station
Natural Gas Sector
Supplier/Provider:
Transportation Licensee
Distribution Licensee

Water Supply Sector:
Supplier/Provider

Table 1: The regulatory coefficients

0.005
0.005
0.005
0.005
0.0025
0.005
0.005
0.005

0.005
0.005
0.005

0.005

Source: Georgian National Energy and water Supply Commission www.gnerc.org

the following year, which shall indicate all
the expenses of the Commission related to
the Commission’s functions and undertak-
ing of responsibilities. The budget of the
Commission must be published. However,
the stated document could not be reached
via the web-page of the Commission.

On the basis of actual workload and fu-
ture forecasts for the following year received
from the Licensees, Importers, and Export-
ers by September 15, the Commission shall
establish a Regulatory Fee at a level suffi-
cient to cover the budgeted expenses of the
Commission for the next year. The budget of
the Commission must be published.®

Upon approval of the next year’s budg-
et by November 1t of each calendar year,
the Commission will calculate the forecast-
ed regulatory fee based on presented data
forecasts.

The regulatory fee should be fixed in such
a way that it would completely cover all the
expenses indicated in the budget. Its rate

6. Rule for tariff calculation and refunding in the sector of
electricity, natural gas and water supply, article 4.

should not exceed 0,5 % of the overall cost
(excluding VAT) received from the appropri-
ate regulatory work within a calendar year.

The regulatory fee is transferred to the
Commission’s account, and only the Com-
mission can dispose of the finances avail-
able in this account.

During a year, unutilized amounts can
be transferred to the next year’s account,
which consequently reduces the regu-
latory fee of the current year. In case of
neccessity, the Commission can receive a
loan; and repayment of a loan as well as of
its interest is made from the regulatory fee
of the forthcoming year.

For the year of 2009 the regulatory co-
efficients are given in the following table
(see tablel).

The minimal value of an annual regu-
latory fee paid by Licensees, Importers,
Exporters, Small Capacity Power Stations,
Commercial Operator of electricity system
and Suppliers is defined as 500 GEL, but it
can not exceed the regulatory fee’s value
restricted by law.

The Commission is allowed to use al-
located grants and resources that are ap-
proved by the Georgian Legislation.

The regulatory fee is included in the
cost of manufactured production and / or
cost of service rendered by a Licensees,
Importers, Commercial Operator of elec-
tricity system and Suppliers/Providers.

The payees of the regulatory fee -with
regard to their regulatory activity, are
obliged to individually cover a fixed regu-
latory fee defined by the Commission ac-
cording to the the following terms: during
the first quarter of each calendar year - 30
%, 35 -35% during the next two quarters
of a year. Thus, by the 15t of October of
each calendar year, 100% of the appropri-
ate regulatory work fee is covered.”

By the 315t of March each year, the Com-
mission should prepare and publish the fi-
nancial report.

It is interesting to review the general
points of revenues and expenses of the
Georgian National Energy and water Sup-
ply Commission.

Diagram 1. Revenues of a regula-
tory Commission (in GEL)
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7. Rule for tariff calculation and refunding in the sector of
electricity, natural gas and water supply, article 7.

As it can be seen from the diagram 1,
the income of the regulatory Commission
increased considerably, that is reasoned
by growth of electricity and natural gas
rates/tariffs. From the year of 2007 the
regulatory Commission became respon-
sible for the regulation of the water sup-
ply tariff and, accordingly, the regulatory
Commission’s budget has increased.

Nowadays, as a result of the adopted
policy on tariff and methods of calcula-
tion of the regulatory fee, the regulatory
Commission is interested in increasing the
price, because it receives some share from
the tariffs. It is worth mentioning that, de-
spite the efficient development of the sec-
tor of electricity and natural gas, a regula-
tory fee was not decreased and stays on
the maximum permissible level, defined
by law.

The largest part of the expenses of the
Commission’s budget is allocated for the
remuneration of the employees. Along
with the budget item related to remunera-
tion there are funds allotted for a finan-
cial motivation and relief, which exceeded
1,000,000 GEL in 2007. The total sum of
salaries and financial motivation funds
and relief equals to 65-70 % of the entire
budget.

According to the regulatory Commis-
sion’s budgets of 2007 as well as 2006, the
allocated amounts were not utilized and
appeared left over in the current year’s
balance . For the year of 2006 the budget
left over was equal to 128,493 GEL (6,3 %
of the budget of 2005) and for the budg-
et of 2007 - 324,510 GEL (11.3 % of the
budget of 2006).

The regulatory procedure of the previous
year’s left over transfer to the budget of the



Table 2. Georgian National Energy and Water Supply Commission’s budget for

2006-2007 years

2006 2007
Salaries 927.996 1.218.424
Additions 185.807 243.685
Funds for Material Stimulation and Support 582.625 1.151.441
Additions to the Funds for Material Stimulation and 116.525 130.288
Support
Total 1.812.953 2.743.838

Source: Georgian National Energy and water Supply Commission www.gnerc.org

forthcoming year, is defined by Georgian
legislation “about electricity and natural
gas” (article 19). Particularly, amounts unu-
tilized by the regulatory committee within
the current year should be transferred to
the account of the following year with cor-
respondingly abated regulatory fee. As it
was indicated above, the regulatory Com-
mission “ended” year 2006 with an 11.3 %
budget, though the regulatory fee was not
reduced, which is against the law.

Protection of Consumers’ Interests

On the 22 of July 2003, according to
the amendments to the “Law of Georgia
on Independent National Regulatory Au-
thorities”, with the purpose to protect con-
sumers’ interests the Georgian National
Energy and water Supply Commission es-
tablished the office of the Public Defender
that does not represent part of the latter.
The stated office is financed by the paid
regulatory fees and it is reflected in a sep-
arate article of the budget.

The main responsibility of the Public De-
fender office for protection of consumer’s
rights comprises of:

e Evaluating the impact of the tariff and
other kinds of regulatory deviations and
consequent results

e Participation in the process of creation and
adoption of such normative acts which
may impact consumers’ interests and etc.
As a result of analysis of the reports intro-

duced by the Public Defender Office for pro-
tection of the consumers’ interests in 2006
and 2007, it can be concluded that over
several years the same type of violations
committed by the various companies and
their owners: charging extra fees as com-
pared to the counter’s statement, counters
replacement at the expense of a consumer,
groundless rejection of debts’ conversion.

However, the Public Defender of con-
sumers’ interests does not show his atti-
tude towards fixed rate of the regulatory
fee for several years, or concerning annu-
ally excessive budget. It has its common
sense, because he is financed by the same
budget. However, the fact that the regula-
tory fee is not reduced justifies the viola-
tion of consumers’ economical rights.

It is interesting to observe the funds of
the Public Defender’s Office for protection
of consumers’ interests that consisted of 4
colleagues by the end of 2007. During the
year 2007 the stated office spent 151.132
GEL, from which 130,850 (82 %) goes to
salaries fee.

Based on the review of the Commission’s
finances the conclusion can be made that

the Public Defender’s Office could not be
tailored to the consumers’ interests. In case
of cutting down the price for customers, the
budget of the Commission would also be
decreased, and it would have a direct influ-
ence on the decision-making persons.

The clear example is the fact that tar-
iffs on gas consumption in 2008 remained
unchanged. In 2006 the Georgian Nation-
al Energy and water Supply Commission
adopted a decree #30, in accordance to
which the gas fee increased significantly.
The reason for the above-stated is the gas
rate imported from the Russian Federation,
which from the 1t of January 2006 sharply
increased. It is worth mentioning that the
principal importer of gas in Georgia was
the Russian Federation, so such a decision
to raise the price was logical. Afterwards,
in 2007 the gas rate was again increased,
which was caused by the fact that the Rus-
sian Federation almost doubled the price
of the exported / supplied Georgia gas. By
this time Georgia was supplied with gas
from Azerbaijan, and considering this, for
the 2007 the common average price of
1,000 cubes equaled 167 $.

In the following years, it became obvious
from the statement of the Georgian author-
ities’ that the agreement between Georgia
and Azerbaijan was concluded. According
to the agreement, Georgia was supplied
with gas for a reasonable price. Moreover,
as was declared by the Ministry of Energy
of Georgia, the import of an expensive Rus-
sian gas was almost completely declined,
and it was substituted by the relatively
cheap gas form Azerbaijan that decreased
the average price of gas. However, the reg-
ulatory Commission did not revise tariffs
which evoked a lot of suspicion.

Thus, the regulatory Commission is not
interested in the protection of consumers’
interests, because of current legislation,
consumers’ and Commissions “interests”
are in mutual conflict.

Deregulation and Partial
Deregulation

According to the Georgian law “on Elec-
tricity and Natural Gas”, the main goal in
the field of regulation, relates to develop-
ment of competition and its gradual de-
regulation.

According to the stated law, deregula-
tion and partial deregulation are deter-
mined as follows?:

Deregulation - Authorisation of the
generation licensee based on the admin-
istrative normative act to operate without
a defined tariff, or authorisation of small
capacity power stations to operate without
a license and defined tariff; Also authori-
sation of the transportation and building
of distribution network of new natural gas
without determining the tariff for such ac-
tivities;

Partial deregulation - authorisation
of the generation licensee based on the
administrative normative act to activity
using a limited tariff or operating without
a license for small capacity power stations
with a defined limited tariff, also authori-
sation of activities regarding the new natu-
ral gas supply based on the limited tariff
and also in case of its transportation and
building of distribution network authorisa-
tion of such activities by determining of
limited tariff.

8. “Georgian Law on Electricity and Gas Supply”, article
2, clause j' daj.



In order to attain the presented goal, ac-
cording the order #30 as of the 25 of April
2007 of the Minister of Energy of Georgia
all small power stations were deregulated.

In order to achieve the stated goal, as of
the 1t of August 2008, according to order
#92 of 2008 of the Minister of Energy all
power stations were declared as deregu-
lated.

Deregulation of the stated activity could
be justified as they are not the only ones
operating in this field.

With regard to gas supply, it is interest-
ing that implemented deregulation and
partial deregulation still represents the
monopoly as it was in the previous years.

According to order #69 of the Minister
of Energy of Georgia dated the 25 of Sep-
tember 2007 the natural gas supply activ-
ity was announced as deregulated except
for the gas supply for retail consumers
inside Tbilisi administrative-territorial bor-
ders and retail consumers residing in other
parts of the country who were already sup-
plied before promulgation of the stated or-
der i.e. per stated order the deregulation
did nor affect the retail consumers in Thbi-
lisi and upon declaration of the presented
order the gas supply is deregulated for the
new consumers in regions.

On the 24% of July 2008, order # 60
as of 2007 of the Minister of Finance was
amended and natural gas supply activity
was declared as deregulated, except for
the physical persons not utilizating natu-
ral gas for entrepreuneural activities (pop-
ulation-domestic consumers) until the 1st
of August 2008 and excluding the persons
whose activities with regard to natural gas
supply were deregulated by the 1%t of Au-
gust 2008.

As a result of deregulation, by the 1st of
August 2008 in Thilisi and by the 25% of
April 2007 in other territories of Georgia
gas supply has been deregulated for all
consumers apart from physical persons,
i.e. the provider is able to determine the
tariff for supplied gas and is not under sub-
ordination of tariff regulation. The consum-
er should either accept the rate or stop the
utilization of gas.

Upon making the stated decision, the
tariffs for the old and new consumers dif-
fer significantly. As it was anticipated, the
gas supply cost has significantly increased
for the new subscribers and juridical per-
sons (including enterprises).

It was quite an unjustified decision be-
cause it is inadmissible to cancel the tariff
regulation procedure in case of a monopoly.

Moreover, stating that the above-men-
tioned change does not have an impact on
the old consumer is not true as an increase
in the natural gas tariff will cause an in-
crease in prices of the national production,
which aready holds a very small share of
the market . Prices on products will go up
for all consumers and on the other hand,
national production will become less com-
petetive compared to the imported one.

It is not applicable to state that there
are several providers in the country and
the consumers can make their choice. For
the stated purpose, sale or exchange of
real estate is unamaginable.

This decision by the government is not
also in conformity with the President’s
well-known promise that foresees supply-
ing every village with gas. As a result, we
will gain the installed gas pipelines in the
majority of villages and the monopolistic
price would be affordable only for some

households. Accordingly, spending of the
collosal amounts from the state budget is
unreasonable.

The stated decision will have a negative
influence on the construction sector and
other fields of the economy.

Regulation of Communications

Field of Activity and Commissioners

Sphere of communications is regulated
by the The Law of Georgia on Electronic
Communications, The Law of Georgia on
Broadcasting, The Law of Georgia on Com-
munications and Post, Law of Georgia on
Independent National Regulatory Authori-
ties and other normative acts.

According to the Law of Georgia on “In-
dependent National Regulatory Authorities”
and Decree of The President #326 issued
on the 29 June, 2003 about “Adoption of
the Statute of the Georgian National Com-
munications Commission” regulation of the
sphere is undertaken by the Georgian Na-
tional Communications Commission. The
abovementioned commission, as well as
Georgian National Energy and Water Sup-
ply Regulation Commission are a legal enti-
ty of public law. It is this entity is independ-
ent from any state bodies or organizations
and it is not based on state property.

The Commission consists of 5 members,
which are elected for a 6 year period based
on the open contest. Although this rule is
not extended to all commissioners after the
amendments made to the law of Georgia
“on Broadcasting”. 3 candidates are nomi-
nated by the majority of the parliament;
another 3 are nominated by the fractions
which are not members of the majority. The
President chooses one candidate from each

group and presents them to the parliament
for approval, 3 members are chosen based
on the presented documentation. After the
approval of candidates by the parliament of
Georgia they are appointed by The Presi-
dent. He also approves one of the commis-
sioners as the chairman of the commis-
sion. It is clear, that The President plays
a very important part in the process
of the formation of the commission.
A person, which is in fact assigned by
the president couldn’t be considered
as truly independent, because of the
actual dependence on the latter and
this reduces the level of independence
of the commission.

Main Functions and Structure of
The Commission

According to the “Law of Georgia on
Communications and Post” Georgian Na-
tional Communications Commission un-
dertakes the following authorities and
functions:

e Determines conditions regarding licens-
ing in the sphere of communications
and post, defines the license conditions;
issues, modifies, suspends, renews and
revokes licenses;

e Approves and regulates utmost tariffs
regarding communications and postal
services;

e Certificates, delivers metrological and
standardization services for communi-
cations and post equipment;

e Regulates technical-economic parameters
of interconnection between networks;

e Defines radio frequencies and distrib-
utes them together with ministry and
other authorities;



e Determines radio frequencies;

e Develops an environment for competi-
tion;

e Considers complaints and disputes
raised between license holders as well
as between license holders and their
consumers, within the scope of its com-
petence;

e Supervises the license rules and condi-
tions in the sphere of communications
and post and in case of any breach, im-
poses appropriate sanctions;

e Ensures open, public and transparent
relations with the society;

e Determines normatives regarding mo-
nopoly, supervizes and controls them
in order to ensure competetive environ-
ment in the sphere of communications
and post;

e Determines rules and regulations re-
garding distribution of numbering re-
sources.

The Law of Georgia on Broadcasting de-
termines the functions of the commission
in the sphere of broadcasting:

e Determine strategic trends of state poli-
cy in the broadcasting sector, taking into
account broadcasting market research
as well as public opinion, and supervise
their implementation and control,

e Define the license conditions; issue,
modify, suspend, renew and revoke li-
censes;

e Determine and allocate the radio-fre-
quency spectrum according to the law;

¢ Allocate radio-frequencies;

e Supervise and control implementation
of this law and license conditions by the
license holders and, in case of breach,
impose appropriate sanctions;

e Support the creation and development
of a competitive environment within the
scope of its competence, set the license
fee and the regulation fee and define
payment procedures;

e Supervise enforcement of legislative
acts on: Copyright and Neighboring
Rights, Defending Minors from Unwhole-
some Influence and Advertisement;

e Consider complaints and disputes raised
between license holders as well as be-
tween license holders and their consum-
ers, within the scope of its competence;

e lIssue legal acts;

In order to undertake its competencies
the commission holds apparatus, which
consists of the following structural entities:
e Administrative Department
e Strategic Planning Department
e Monitoring Department
e Financial Department
¢ Communications and Post Regulation

Department
e Legal Department
e Logistic Department
e Frequency Resources Management and

Standartization Department
¢ Department of Broadcasting

In total the commission counted 69 staff
members during 2006 including adminis-
trative personel. Since then the number of
personel has grown by 7 staff members.

Budget of The Commission

The main source of the budget of Geor-
gian National Communications Commis-
sion is The regulation fee, which is paid
by the companies (some of them pay be-

fore starting the activities and some peri-

odically) operating in the regulated sphere.

The Regulation fee is paid by the license

holders. The Regulation fee is calculated

as 0.5 percent of the total price (excluding

VAT) of the goods (services) or/and jobs

which are under the regulation?®.

Clause 3 of the Article 7 of the Law of
Georgia on Independent National Regula-
tory Authorities reads that the regulation
fee must be enough to ensure the expendi-
tures defined by the budget of the commis-
sion. Financial resources which are unused
within the current year are transferred to
the account designated for the following
year and are taken into consideration dur-
ing fee modification. Annual expenditures
of the commission consist of current and
capital costs related to the regulation and
also cost of financial audit.

If we analyze the budgets of the com-
mission for previous years the following in-
teresting tendencies are disclosed:

e Total income of the commission is rather
unequal during different years, sometimes
there is a growth and sometimes fall back
compared to the the previous year;

e Thereis a problem regarding planning of
revenues in the commission and actual
revenues are always exceeding planned
amounts, therefore the commission is
able to increase its expenditure. For ex-
ample despite the fact that the commis-
sion had 54.2 % overfulfilment of reve-
nues during 2005 plan for the next year
defined decrease of revenues compared
to the prognoses made during the previ-
ous years budget;

e Based on the amount of revenues of the
commission it always has resources which

9. The Law of Georgia on Broadcasting, Article 12, clause 5.

are unused within the current (so called
“carry-over” funds). During 2006 carry-
over amount was equal to 75.5% of the
planned revenues. In spite of the above-
mentioned fact, the commission didn’t
revise the regulation fee with regard to
reduction, even though it represented the
direct responsibility of the authority.

e The majority of the expenditure of the
commission is spent on salaries and pur-
chase of fixed assets. During 2005 39% of
the actual expenditures were spent on sal-
aries, during 2006 - 38.7%, during 2007
- 49%, almost half of the budget. Dur-
ing 2005 commission spent 32.9% of the
budget on purchase of fixed assets, during
2006 - 39.4%, during 2007 - 36.2%.

e Taking into consideration the fact that
during the year of 2005, the commission
employed 69 staff members and the
total salary fund was equal to 1995,1
thousand GEL, the average earning
per employee makes 28914.5 GEL per
year, or 2409.5 GEL on a monthly basis.
During 2008, the number of employees
increased, though the salary funds were
significantly increased during 2007. The
commission employed a personnel of 76
members and the total salary was equal
to 3069. 0 thousand GEL, average earn-
ing per employee equaled 40381. 5 GEL
per year, or 3365.1 on a monthly basis..

e There are simultaneous overspendings
on subsistence money for the trips -
at least 50% compared to the planned
amount. Funds defined for the commu-
nications, electricity, natural gas and
water had also been overspent. When
the commission faced insufficient funds
it still planned expenditures less than
the actual amount during the previous



Table 3. Budget of The Georgian National Communications Commission

Thousand GEL 2005 2006 2007
Budget Budget | Budget Budget | Budget Budget
Planned Real | Planned Real |Planned Real |

Total annual revenue 6,440.7 9,934.0 | 5,200.0 6,386.4 | 5,760.0 6,499.0

Financial reserve fund of last year 2.440.6 2.335.9 1,200.0

(carry-over) on January 1

Share of Financial reserve fund of

last year in Total Budget 24.4 755 18.5

Total expenses 6,225.0 5,114.6 | 5,074.7 6,491.1 | 6,656.7 6,261.7

Remuneration 2,0054 1,995.1 2,553.9 2,515.5 3,144.0 3,069.0

Missions 100.0 158.7 100.0 151.1 120.1 150.2

Expenses on fuel, repair and 70.0 67.3 70.0  140.5 80.0 123.4

maintenance of cars

Expenses on water, 100.0 108.2 120.0  191.4 180.0 230.6

communications and energy

Expenses on conducting 50.0 30.4 80.0 31.5 34.7 46.0

conferences, seminars

Expenses on office supplies , post 60.0 88.0 50.0 42.9 50.0 48.3

and journals/newspapers

Representative expenses 10.0 19.7 10.0 6.4 15.0 10.7

Expenses of current repair 250.0 134.1 60.0 0.0 70.0 5.0

Payments to the State Budget 621.7 399.0 510.8 503.1 0.0 0.0

Purchase of fixed assets 2,500.0 1,681.2 1,300.0 2,558.0 2,600.0 2,267.0

Expenses of the department of 249.9 1483 40.0 14| 1527 102.3

consumer rights’ defender

Expenses for scientific and 80.0 55.2 50.0 6.5 50.0 22.0

consulting services provided

Other common expenses 80.0 202.8 100.0 322.0 100.0 139.6

Other expenses not slassified in 48.0 26.6 30.0 20.8 60.2 47.6

abovemantioned groups

Source: Georgian National Communications Commission, www.gncc.ge

year - this simply represents the weak-
nesses of the planning process.

e There are continuous overspendings on
subsistence allowance - at least a sur-
plus of 50% compared to the planned
budget. The allocated budget for com-
munication, electricity, natural gas and
water supply is also overspent. Despite
the fact that the commission faced insuf-
ficient funds, it still has not considered
the actual expenditures in the next year
budget and the budgeted amount was
less compared to the actual spending of
the previous year- this simply represents
the weaknesses of the planning process.

Diagram 2. Revenues, Expenses and

Reserve Fund of The Commission
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Defender of Consumer Rights’

With a view to providing additional
guarantees of the protection of consumers
in the sphere of communications??, at the
regulatory Authority there shall be set up
the Service of the Public Defender of
Consumers Interests. The authorities of
The Public defender include:

e To protect the interests of consumers;

e To assess the impact of tariff and other
regulatory changes on consumers;

e To appear before a regulatory Authority
on behalf of consumers as a Party;

e To examine all the documentation or
materials, which the Regulatory Com-
mission is permitted To examine under
the Legislation;

e To represent individual consumer during
disputes with service provider company;

e To participate in the development by the
Legislative and Executive Authorities of
such draft normative acts, as may influ-
ence consumers’ interests.

According to the annual reports of the
Commission for the years of 2005 and
2006 the most part of the claims from con-
sumers refer to:

e Problems related to telephone service
provision caused by stealings of cables;

e Unauthorized intervention of third per-
sons in telephone lines;

¢ Making international calls without the
permission of the consumer, by means
of the so called virus programs;

e Low quality telephone service, impos-
ing of non-justified bills and discon-
necting the telephones;

10. Obligation according to “The Law of Georgia on In-
dependent National Regulatory Authorities” Article 13,
Clause 7.

e Problems related to informing the con-
sumers;

¢ Non-defending minors from unwhole-
some influence at broadcasting.

e Such violations have permanent and
widespread character, though Commis-
sion did not include them in the annual
report of the year 2007.

The activities of the Public Defender
shall be a constituent part of regulatory
activities they shall be financed by the
Regulation Fees paid to the relevant requ-
latory Authority, and shall be reflected in
the Budget of such regulatory Authority.
The Public Defender shall be appointed on
an open contest basis by the order of the
Chairperson of the regulatory Authority.
Therefore, the Public Defender, who is
appointed based on the direct order of
the chairman and is being financed by
the commission’s budget, could not
be considered as an independent per-
son. In case of the disputes between
the Commission and service provider
company it will difficult for the Public
Defender to make the decision against
the Commission. Moreover, in case of
disputes between the service provid-
ing company and its consumer (citi-
zen) The Public Defender could hardly
make the decision against the service
provider which in fact pays the regu-
lation fee (finances) the Regulatory
Commission.

There are many cases of violations of
consumer rights and the Commission usu-
ally is left out of the game. For example
disputes between the two largest ISPs on
the Georgian market - “Caucasus Online”
and “UTG” lasted for two years. During
that period The Supervision Department



of Thilisi City hall dismantled “Gelink” net-
work installed by “Caucasus Online” and
as a result consumers of the abovemen-
tioned ISP were left without internet. The
Prime Minister of Georgia interfered in the
process and appealed to both parties for
reconciliation (entering the agreement).
Georgian National Communications Com-
mission was trying to achieve mentioned
agreement for a several months without
any result. In addition, the Commission of-
ten prefered to maintain silence and did
not make any clarifications while the ma-
jority of the internet consumers in Thbilisi
were left without internet service!!.

Transparency and Publicity of
Activities

According to article 17 of “The Law of
Georgia on Independent National Regula-
tory Authorities” An independent regula-
tory Authority shall annually prepare a
report on its activities and conduct finan-
cial audit of its expenses and accounting
by independent auditors in conformity
with international accounting standards.
The Commission publishes its activity
and financial audit reports. The Commis-
sion published annual activity reports for
the years of 2005-2007 On its web page.
Report for the year of 2007 is not ac-
companied by the report of the inde-
pendent auditors. The Audit Reports
for the years of 2005 and 2006 are
formal and almost useless. The Au-
dit Reports does not present obvious
notes (mentioned above) that should
have been made by the Independent

11. http://www.commersant.ge/index.php?pg=nt&id=1889&ct=6
http://www.commersant.ge/index.php?pg=nt&id=1932&ct=6

Auditors to the Georgian National
Communications Commission.

According to the clause 7, Article 13 of
“The Law of Georgia on Broadcasting”,
the part of the Commission’s report which
refers to broadcasting should include in-
formation results of the opinion polls and
future budget of The Commission. Analy-
sis of the annual reports of The Com-
mission disclosed neither conducted
opinion surveys nor any information
about future budgets. Therefore full
information about The Commission
was unavailable and transparency ob-
ligations were not met.

The competition with regard to selection
of the Commission members has ended
recently. Despite the fact, that mem-
bers of the Commission must be se-
lected based on open competition??,
the President must issue a decree
and the process must be fully trans-
parent neither the president’s, nor
the Commission web page published
any information about competition or
the president’s decree.

Disputes

In 2007 the Commission reviewed 18
disputes; “UTG” represented one of the
parties in 13 disputes out of eighteen. It is
obvious, that according to the above-men-
tioned statistics, the Commission should
discuss and react to the situation with re-
gard to the activities of this company®:

JSC “United Telecommunication Company
of Georgia” - stocks of UTC for a long period
were traded at GSE in the condition of zero
financial transparency: Neither National Com-

12. The Law of Georgia on Broadcasting, Article 12, Iltem
5, Excluding candidates nominated by the majority or the
minority of The Parliament.

mission, nor GSE had financial Statements of
the company at all, but demand was high!
Price “fluctuated” from time to time from 0.20
to 1.05 up and down without any logical ex-
planation. The most strange transaction hap-
pened at the end of 2006 - 40% of UTC was
transferred from one company to another (in
our opinion to avoid Tender Offer). The price
was fixed - 2.138 Gel per stock! That deal con-
stituted 61.33% of the entire stocks turnover
and 53% of all the money turnover of GSE.
Also, we want to notice - 1973 deals were con-
ducted on UTC in 2006 (35% of GSE deals)...

Quite interesting situations may oc-
cur in case of the dispute settlement by
the Commission between two companies
(service providers). If a dispute is tak-
ing place at the Commission both parties
provide regulated services and therefore
are paying the regulation fee. When a
dispute is between large and rather
small companies it’'s quite unreal-
istic, that the Commission will make
the decision against the company
which pays the largest part of the
regulation fee.
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Research of results

on the actual abolition of
market regulation mechanisms

Post communist transformation, which
has been ongoing more or less successfully
for the last 20 years in Eastern European
states, turned out to be especially compli-
cated for Georgia. The accompanying dif-
ficulties were caused by objective as well
as subjective reasons; in particular, Geor-
gia had to simultaneously solve several es-
sential issues. First and foremost, together
with the economic reforms, the independent
state of Georgia was involved in the forma-
tion process. Besides, these processes were
launched against the background of civil
war, patriotic war and struggles in an acute
criminal environment. Certainly, the above-
mentioned facts diminished the significance
of economic reforms and brought the issue
of retaining the state to the foreground.

Thereby, the commencement of eco-
nomic reformation at the appropriate level
became realizable only after the improve-
ment of a criminological background and
ceasing active military actions.

Unfortunately, during the first years of
reforms Georgia actually had no experi-
ence in market regulation. It was precondi-
tioned by the historical factors. During the
last 200 years (with the exception of the
years 1918 - 1920) the economic, more so
the structural and systemic decisions were
not taken in Georgia. Thus, in the first

years of reformation the mistakes were
not excluded; however, the market institu-
tions were slowly but purposefully formed
in Georgia; the state gradually substituted
the management of economic processes
with the regulation system.

Such substantial regulating institutions
as national currency, tax system, emerged
actually for the first time in the country.
An Antimonopoly law was created, at the
same time the regulation commissions
were formed. The formal institutions grew
out of the chaotic system of management
of economic processes mainly based on
informal institutions and consequently on
corruption deals.

The system of permissions was created
in the country; foreign trade became lib-
eral, the number of regulated prices was
minimized. Actually, the state regulated
only the prices of the so-called “natural
monopoly” in different forms.

Up to the beginning of 2004 Georgia
was forming institutional base of regula-
tion of market economy like those in Eu-
ropean states or America. We should also
consider that Georgia has attempted to
harmonize its legislation with EU legisla-
tion. Thereby, deviation from European
models endangers its aspiration - to hold a
significant place in the “European family”.

At the end of November 2003, after The
Rose Revolution the new stage of eco-
nomic reformation started in Georgia. This
stage is almost certainly and wholly relat-
ed to Kakha Bendukidze - the oligarch who
returned from Russia.

The extreme economic reforms began
in Georgia (though this process was not
exactly “economic”). In most cases the re-
form implied abolition of state-controlled
regulation mechanisms.

Simultaneously with the abolition of the
other more or less significant regulations,
the state of Georgia rejected implement-
ing the labor market, competition restric-
tion and food safety regulations. Abolition
or restriction of the mentioned regula-
tions resulted in significant deterioration
of the economic environment. It was of-
ten stated that all the above-mentioned
served for attracting investments and it
was expressed in various rating points for
Georgia; however, it actually gave rise to
a number of difficulties in Georgia’s eco-
nomic development. Correction or elimina-
tion of these problems will be quite ardu-
ous and will take a considerable amount of
time. Considering the fact that besides the
direct regulation forms, the state sharply
restricted performance of macroeconomic
regulators, the economic condition seems
to be far more aggravated.

Since the year 2004 the following has
been abolished: road fund, the Ministry of
Communication, Transport and Post, Minis-
try of Urbanization and Construction, Min-
istry of Foreign Trade and Foreign Econom-
ic Relations, Food Expertise and Monitor-
ing Service, Plant Protection Service, De-
partment of Livestock Farming and Animal
Breeding, Department of Precious Stones

and Metals, State Service of Employment,
“Sakstandarti” (Georgian Standard), Food
Quality Inspection, Phytosanitary Control,
Transport Regulatory Commission. Con-
struction procedures were made easier.

The list of activities requiring licenses
became considerably shorter. In particu-
lar, only 114 out of 900 such activities
were retained.

In addition, also abolished were the size
and weight control, license and permission
for veterinary activities, license for pro-
duction of pesticides and trade with them,
pre-flight medical examination, etc.

The wholesale of pharmaceutical prod-
ucts is actually deregulated.

The protective regulation in air trans-
portation, considering the parity of Geor-
gian and Foreign companies, was also
abolished.

The analysis of structural changes imple-
mented in Georgia during the last 5 years
will obviously prove that the main goal of
these changes is the complete deregula-
tion of economy. Despite its theoretical ac-
knowledgment of European trends and ten-
dencies, the Georgian legislation actually
has been developing in completely the op-
posite direction. It can be best demonstrat-
ed by the example of Georgian labor legis-
lation based on the admission of primacy of
employers’ rights. The interests and rights
of employees are dramatically minimized.

The government of Georgia actually re-
fused not only to defend the employees’
interests itself, but also it deprived the em-
ployees of any ability to protect their own
rights. According to the labor legislation
an employer has the right to dismiss an
employee at any time without any reason.
Of course, the number of jobs is rapidly



decreasing as the Georgian economy is af-
fected by the world financial and econom-
ic crisis. Simultaneously the salaries have
also been decreased too. As a result, the
total demand has sharply declined. There-
fore the Georgian economy is further en-
dangered. Despite the fact that in political
and business circles of Georgia there is a
great deal of consideration regarding the
harmonization of the present labor legisla-
tion with the European one, actually the
lobby supporting the “liberalization” of this
legislation is so strong that the harmoni-
zation process is still limited to discussion
level. On one hand the abovementioned
keeps Georgia away from Europe and on
the other hand, it preconditions much
more monopolization of the labor market
which is monopolized even without it. The
power of employers is boundless in the
Georgian labor market.

Obviously the labor market is not ex-
cluded and the situation is similar in the
other markets too. In general, the fact that
the existence of entities having power
over the market results in the reduction
of social welfare, this is well-known in any
country except Georgia.

It was already mentioned above that in
the last decade of the last century forma-
tion of institutions of regulation of market
economy began. One of the successful in-
stitutions was the one which was to imple-
ment the market analysis. Besides, in case
of merging the entity with market power
the mentioned institution was to balance
its power or to keep it within the limits not
to allow violation of rights of the other cus-
tomers and market members. Certainly we
are speaking about antimonopoly law and
antimonopoly service created on the basis

of it. It is worth mentioning that an antimo-
nopoly service was created with material,
methodological and financial assistance of
the World Bank, the US government and
European states. We have always been
proud of Georgia’s achievements in this
field at different levels, though it could not
prevent this service from abolition and de-
struction.

In the post-Rose Revolution period just
the antimonopoly service turned out to be
the first serious structure which was abol-
ished. Not only the service but also the
whole legislation was abolished. Instead
the law “about free trade and competition”
and appropriate service were created. It is
interesting that contribution to competi-
tion at market was named as the main rea-
son for the abolition of the antimonopoly
service. It was claimed that the monopoly
would be a signal about the field profitabil-
ity for the investors and they would invest
just in such fields.

It is not arguable today that the market
is the best instrument for resource distri-
bution; more the government interferes
with market performance, worse is the re-
source distribution by the market. At the
same time a certain proportion of resourc-
es are spent on corruption deals. It is not
secret either that the so-called “failures”
are evident in market performance; the
market fails to distribute the resources ef-
fectively and fairly. Because of that state
interference is often inevitable.

Discussions for deciding which of the
abovementioned “truths” is more true is no
more limited to scientific or political fields.
In most cases this issue is not discussed
without ideological grounds. Despite the
principles declared in certain countries,

actually none of their governments refuse
to implement certain measures against the
entities having market power. It is obvious-
ly proved by the example of American and
European lawsuits against Microsoft, one
of the most world renowned corporations.

Despite all the above-mentioned, the
parliament of Georgia abolished the anti-
monopoly legislation of Georgia; instead,
it adopted the law “about free trade and
competition” consisting of 16 clauses. “To
the glory” of “authors” it is worth mention-
ing that the abovementioned law includes
“original” provisions.

It is declared that the aim of the Geor-
gian law “about free trade and competi-
tion” is to remove the barriers in free trade
and competition for natural persons and
legal entities, to eliminate the administra-
tive obstacles of entering into the market
and to eliminate discriminative barriers.
Proceeding from this aim, only the gov-
ernment prevents natural persons and le-
gal entities from entering the market and
there are no other levers, even the arti-
ficial levers for coming into the market.
Unfortunately, competition in business is
often beyond the harmonization limits. At
the same time these processes are not
controlled and regulated by the state.

However, there is a loophole in the law
and it admits the possibility of develop-
ment of an entity having the market power
without the state assistance;. It is a record
according to which the state undertakes to
defend “substantial and economic interest
of society in controlled economic fields”.

Great! But besides the controlled fields
the major part of the economy is deregu-
lated. Accordingly, the state refuses to de-
fend economic or substantial interests of

state or society in the mentioned fields,
even against the background where the
competition is limited.

According to the law the state monitors
only the controlled fields and notices the
only regulation form - the tariff regulation.

It is interesting that in general, the law
regards the state actions as monopolistic
activities. Thus, the state cannot obviously
control itself.

Unfortunately, despite the limited field,
realization of this law is quite difficult. Be-
cause of one simple fact the number of
employees of service created on the basis
of this law is quite limited (nearly 20 em-
ployees). With such a quantity of human
resources itis impossible to implement any
activity. Respectively, this service does not
function. Otherwise, it is difficult to believe
that with its actions the state contributes
to certain business structures or gets rid
of undesirable structures and this service
does not respond.

It is obvious that because of the state’s
inaction in the fields controlled at market,
the customer’s rights are violated. Entities
having market power are present in many
fields of economic activities but their ac-
tions are not subject to any regulations.
Unfortunately, no one is responsible for
defending the customers’ rights in such
fields.

Several examples have proved the fact
that an absence of regulation of mentioned
fields increases the social expenses and
worsens the standard of life. In particular,
one of the Austrian companies was going
to invest in Georgia but it turned out to
be impossible. This fact became the rea-
son for diplomatic scandal. Then the Prime
Minister visited Austria, the mentioned



issue was one of the discussion topics at
his meeting with the chancellor of Aus-
tria; however, the Prime Minister could not
manage to solve this issue. Respectively,
the Austrian investment was hindered.
The local company was given the chance
to function without any competition and
to sell its goods at a higher price; without
doubt it was not beneficial for customers.

Another example is the growth in prices
when the state controlling organization be-
came interested in the activities of one of
the importers of sanitary products. Due to
the fact that the financial police sealed the
warehouses of the company, a shortage of
sanitary products became instantly evident
in the market and prices dramatically soared.

The abovementioned two cases ap-
propriately demonstrate the necessity of
state monitoring of entities having mar-
ket power; it is worth mentioning that the
existence of such entities is not exclusion
and these kind of enterprises are present
in @ number of economic fields. The Geor-
gian market is so small that there is not a
strong possibility for foreign giants’ inter-
est in it and small companies cannot ac-
tually compete with already established
large companies. The consequences of
these facts are misuse of market power
and violation of customers’ rights.

Thereby, despite the constitutionally
acknowledged obligation (refer to second
paragraph of article 30 of the constitution
of Georgia) according to which “the state
is obliged to contribute to the develop-
ment of free trade and competition”, “mo-
nopolistic activity is forbidden” and at the
same time “customers’ rights are legally
protected”, this constitutional require-
ment is never met.

Unfortunately, this is not the only case
of antimonopoly service abolition. After
the Rose Revolution the government at-
tacked the National Bank too.

The history of development of the eco-
nomic institutions within independent
Georgia obviously proves that the National
Bank was one of the most successful reg-
ulatory institutions. It is useless to list its
successes as far as the facts that Georgia
has a currency retaining its positions and
banking system of Georgia has sustained
after great difficulties are merits of just the
National Bank.

Unfortunately, the issue of absolute
deregulation of this field was actively dis-
cussed in Georgia. Even the creation of the
so-called “monetary council” was planned.
It implied minimization of functions of the
National Bank and actually only the reten-
tion of exchange rate of currency. This is-
sue was not implemented and the form
of fighting was changed, but the aim was
the same - to restrict the rights of the Na-
tional Bank as one of the most successful
institutions and to deprive the bank of su-
pervisory function. This aim was achieved
without any serious complications and the
National Bank was dissolved. The authors
of this idea acted further and declared that
instead of monitoring and analysis of the
banking system the only function of the
National Bank was to fight against infla-
tion. Furthermore, in case of exceeding
the inflation rate responsibility rests on the
President of the National Bank.

It should be recalled that according to
the organic law regarding the National
Bank the latterisindependent structure the
president of which is elected by the bank
council. He/she is protected by political im-

munity. It means that the president is privi-
leged and despite the political events he/
she can be replaced only by strict keeping
of certain provisions. It really happened so
before the Rose Revolution but after that
the Prime Minister replaced the President
of the National Bank in presence of TV
cameras and presented the new candidate
for presidency as if the National Bank was
not an independent structure. The Prime
Minister showed no sign to remember that
no one, more so the governmental leader
had no right to replace the president of the
National Bank. In consequence the Nation-
al Bank had no president for almost a year
and a half. Respectively, the National Bank
which was considerably weakened institu-
tionally and in terms of human resources
could not implement the functions assur-
ing the macroeconomic stabilization in the
country. In consequence several negative
results occurred. Georgia faced a banking
crisis which can be considered against the
background of crisis in mortgage credits.
The banks issued mortgages and con-
sumer loans without strictly keeping any
normative. As far as the loans were not
appropriately secured even in spring of
last year the practice of non-repayment
was observed. It negatively affected the
solvency of banks and their credit capac-
ity significantly decreased. Respectively
the business loans diminished and busi-
ness activities began to weaken; besides,
the number of jobs decreased and banks
turned out to be included in a “magic cir-
cle”. Accordingly, almost all the banking
institutions acting in Georgia ended the
year 2008 with serious losses. The interest
rate increased (despite the low rate of in-
flation) and consequently crediting of the

economy decreased further. Obviously it is
caused not only because of the National
Bank’s incapacity to control activities of
the banks; the consequences could be less
painful if the Bank could retain its status
and if it implemented the policy independ-
ent from the government.

It was not the end of attacks on regula-
tion of banks. Even in March 2009 Kakha
Bendukidze stated the new “brilliant” idea
and required to deprive GEL - national cur-
rency of Georgia - of its status as the only
legal payment means and to assign and
extend this status to USD and Euro also.

According to Bendukidze, multicurrency
regime is the only method of attracting in-
vestments. Unfortunately, his proposition
was seriously discussed. However, in the
case of realization of his offer the Georgian
state will lose such a mechanism of regu-
lation of economics as currency and mon-
etary policy. Obviously, there are states
with multicurrency (more exactly the bi-
currency) regimes but mostly this happens
temporarily when one currency is to be
changed with another one. Money is noth-
ing else than the trust, is it not? Unfortu-
nately, it is obvious that the population of
Georgia and especially the foreign inves-
tors have no special trust in the Georgian
state. Thereby, if people have to choose
among GEL (i.e. the state of Georgia), USD
(USA Federal Reserve System) or Euro
(Central Bank of Europe) there is no need
for economic prediction to find out that
GEL will suffer the same fate as it pred-
ecessor coupon; as for the National Bank,
it will lose all its functions and it will not
be necessary any more. Respectively, the
state will lose one of the most significant
levers for macroeconomic regulation.



After that the research of market de-
regulation results will not be needed any
more.

Upon absolute deregulation of these
three significant fields maybe the discus-
sion regarding deregulation of other fields
is not so urgent; however, when it is the
case of health and constitutionally guar-
anteed right of living, we should also put
emphasis on the results of deregulation in
these fields too.

First of all, we should consider the food
safety issue. Declaring this field as a field
of corruption deals, instead of anti-corrup-
tion fighting, the state lost the function -
to fight against adulteration and foods of
poor quality.

Theoretically everything is clear. The
market will get rid of the enterprises pro-
ducing unsafe food of poor quality and the
enterprises producing the safe food will
become the winners. But nobody poses
the question- at what cost? Harmfulness of
any particular food becomes evident only
after consuming it and injuring of one’s

health or it is possible to assure the food
quality at a cost of even worse results.

Unfortunately, it is quite difficult to pre-
dict the economic results of all the abol-
ished regulations; sometimes it is even
impossible. However, it is obvious that the
state has not clearly formulated its posi-
tion regarding this and the other issues. It
is proven by the fact that within the same
government, within the same cabinet of
ministers managed by one Prime Minister,
substitution of one minister with another
one is often accompanied by changing of
the whole policy in the appropriate field.
For example, the issue for the recovery
of the antimonopoly legislation has been
raised.

Certainly, better late than never, but
during the last 4-5 year economic relations
were spoiled so many times in the country
that it will take many years to transfer it
to the civilized standards close to the Eu-
ropean ones; though it can be achieved
only with correct, purposeful, irrevocable
reforms.

Teimuraz Murgulia
PhD in Economics

Role of economic security
indicators in market regulation

As a result of the world financial crisis
2008 even the orthodox rightists had to
give up their positions and to adopt the
role of state in the economy. Once again
free market proved that it is necessary to
correctly determine the rules by which to
play and to keep them. The rules should
be beneficial for as wide a range of eco-
nomic entities as possible. Considering
this fact that civilization could not find
the supreme arbitrage entity different
from the state - ideally the absolute form
of public position.

The review of anti-crisis action plans of
different states proves that in most cases
the local governments could not overcome
the temptation of “steering” or correc-
tion of their mistakes operatively. Conse-
quently, a number of different projects of
nationalization, recapitalization and inef-
fective expenditure of reserve funds were
created.

Obviously, while facing the crisis, the
government has to choose between the
bad and the worse; however, against the
background of an economic boom, which
begun in the circumstances of cheap re-
sources, for example, in the US, the sig-
nificant decrease in essential indicators
of economic security was overlooked.
This was the indicator of a savings level

in households which even had a negative
balance by the end of 2005. Because of
that, it is essential for the state to be mobi-
lized and active at prevention rather than
at the treatment phase.

Surely the economic security is not a
strict discipline. Proceeding from its speci-
fication, all countries define their own se-
curity criteria. Certain countries put em-
phasis on total economic power, but the
others concentrate on resistance to exter-
nal shocks or social aspects, etc. Besides,
research of thematic literature proves that
all the more or less developed countries
regard the provision of economic security
as a fundamental factor of actual sover-
eignty.

As mentioned above, the economic se-
curity policy is based on criteria which
from their perspective present a combina-
tion of purposeful indicators. The main
attribute of the latter is the limited value,
violation of which is a significant risk factor
for state social and economic stability.

Unfortunately, we should admit that cur-
rently Georgia has neither clearly stated
its viewpoint of economic security nor its
own system of criteria and appropriate in-
dicators. Even according to the indicators,
determined by the international methods,
there is no formalized policy. However, its



existence is necessary for at least control
of these reforms’ compatibility. It will pre-
vent the responses to one problem from
origination of the other problems.

One may definitely say that the market
regulation policy significantly influences
such security criteria as:

1. Competitiveness of the economy;
2. Resistance to dangers and shocks;
3. Effectiveness of resource management.

The empiric experience proved that the
free and competitive market can exist only
in great and powerful economic conditions.
Besides, a great economy does not mean
great in terms of territory. The Japanese
economy generates nearly 12 million USD
GDP per square meter of its territory (cal-
culated by the PPP method), while Georgia
generates only 300 thousand.

Otherwise, the following problems
emerge in the market:

1. Risks of monopolization and trust agree-
ments;

2. Systemic asymmetry of information
against the background of underdevel-
opment of appropriate brokerage busi-
nesses;

With consideration of these facts, the
competitiveness of the economy is une-
quivocally dependent on determining ade-
quate rules of play by the state. Surely, the
risk of inefficient and ineffective actions
of particular public departments always
remains to a certain extent. However, in
developed countries public departments
fight against this problem with improve-
ment of their activities. In this respect
Georgia is a unique country, where the
majority of problems are solved with Mac-

edonian principles, by cutting rather than
by untying the Gordian knot. Likewise, lig-
uidation was regarded as the best way for
solving the problem of antimonopoly serv-
ice inefficiency. Obviously in a number of
economic sectors the results of monopoly
and trust agreements (that is difficult to
prove without investigation) became evi-
dent again after liquidation; the recovery
of an appropriate regulatory service be-
came urgent.

In case of a shortage of appropriate con-
trol by the state, monopolies and trusts
originate such market forces which inter-
rupt the development of innovative busi-
ness and significantly damage the com-
petitiveness of the country.

Georgia has never had institutions pro-
tecting from dumping and economic inter-
vention. When the antimonopoly service
had not yet been abolished, it had formal
means to act in this respect but nowa-
days this issue is absolutely overlooked.
The consequences are best illustrated by
the dynamics of food export-import in the
country with huge agrarian abilities (refer
to diagram 3).

Diagram 3. Volume of food export-
import according to the fourth quarters
(million USD)
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The same data is more interesting in re-
spect of shares (refer to diagram 4)

Diagram 4. Volume of food export-im-
port according to the fourth quarters (%
turnover)
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Considering the structure and format
of information published by the Depart-
ment of Statistics, it is difficult to exactly
determine the significant security indica-
tor - the share of import in food products
consumed in the country; however, the ex-
port-import dynamics clearly demonstrate
the necessity of mechanisms for blocking
the dumping and economic intervention,
more so that, according to the World Trade
Organization charter, each country has a
right to create this type of mechanism.

The whole system of resource manage-
ment effectiveness indicators is connected
to the quality of dependence on energy re-
sources and their share in net cost of final
product (especially food). These indicator
values are worth paying attention to as
far as the control over the price of energy
sources enables regulation of the rate of
the country’s development with positive
as well as negative purposes. Against this
background it is logical to pose the ques-
tion - what is the purpose of actual deregu-

lation of the gas rate (actual - as far as
formally it is regarded as partially deregu-
lated; however, the principle of differen-
tiation is not known either) in the country
with 100% imported natural gas and actu-
ally monopolistic distribution.

In case of this and the other fields of
business, the state shall consider the fact
that it is very difficult to compete with
national networks. If a new player, com-
ing into the market, prefers the method of
step-by-step expansion, the national net-
work may implement dumping in a com-
petitor's area of action at the expense of
other regions; and if the competitor tries
to jointly bring the network to order, by
beginning the operation, the monopolist
will already have significant preference in
resources to implement modernization or
to reduce the prices. As a rule, breaking
through this closed circle is possible only
with innovative products or service. It is
quite pricy in the area of fixed expenditure
and is less expected in small markets.

The abovementioned is well demon-
strated by the situation in the field of com-
munications. The number of providers of
fixed phone services (PSTN) has been in-
creasing only at the expense of adminis-
trative resources. Surely, it has negative
results for a competitive environment.
The first actual rivals for the monopolists
of this field appeared only after the tech-
nologies of leading internet lines, different
from broadband phone cables, were intro-
duced into the market. The new technolo-
gies included fiber optic, cable and wire-
less channels. Transmission of the phone
calls through them is possibly quite easily.

On the other hand, the non-uniform sit-
uation was in the market segment of in-



ternet providers. First the users sued the
provider as a monopolist in the national
commission of communications for viola-
tion of contract terms; later the same mo-
nopolist had to ask for assistance when
the rival was actually ruining its network.
In consequence of an ineffective policy in
this field, within the world economic forum
“Index of Global Competitiveness”, Geor-
gia is 102nd in the list as per the relative
amount of internet users and it is 116th
as per the level of having access to tech-
nologies. It is a serious defect according
to the appropriate indicators of economic
security.

We should pay special attention to the
situation of mobile communications. Ac-
cording to universal practices, in countries
of similar size as Georgia, two national
operators act. In our country at a certain
phase, the longtime halting of progress in
the field of mobile communication rates
contributed to the entry of a new operator
into the market; though, because of the
specification of the frequency spectrum,
currently this operator has no resources
for technological improvement.

On its side the present operators are in
the forefront of technological progress; but
the current quite high profitability, unfor-
tunately, does not encourage them to pay
more attention to the implementation of
innovative services. In this respect, the un-
derdevelopment of quick and immediate
payment systems is especially troubling. In
addition to the mobile operators, the com-
mercial banks are guilty of this as well. In
conditions of cheap credit resources, these
banks have no regard for the implementa-
tion of new technologies. As a result, it is
impossible to set up a business of internet

cafes or immediate payment services as
easily as in developed countries.

The payment systems mentioned, not-
withstanding the technical type of their
function, significantly influence the rate of
monetary circulation which is also the eco-
nomic security indicator. For many years,
together with increasing the M2 base,
the circulation rate steadily decreased in
Georgia (refer to diagram 5). With eco-
nomic growth the mentioned problem, like
the other ones, was not placed under ap-
propriate attention; however, in economic
crisis, when the money shortage becomes
evident, technologies and tools for accel-
eration of its circulation are quite highly
demanded.

Diagram 5. Money supply and circula-
tion rate (M2) at the end of the period
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Plenty of macroeconomic indicators and
their functions automatically become the
economic security indicators. For the abso-
lute majority of basic monetary aggregates
and coefficients exist limited values. The cri-
teria for economic competitiveness as well
as the criteria for resistance to dangers and
shocks are exposed to the violation of men-
tioned values.

Economic security systems are also
complexly influenced by the accounting

and audit regulation segment which is ne-
glected and ignored in our country. Though,
it is the case when the significance of state
regulation is undoubtedly obvious. In par-
ticular, on May the 17, 2006 The European
parliament issued the guideline 2006/43/
EC - “On Statutory Audit” . According to
this guideline the EU countries are obliged
to create supervisory institutions observ-
ing the audit activities. After the famous
scandals of “Enron” and “Arthur Andersen”
similar institutions were established in
the US too. This form of quality control of
keeping public interests in financial mar-
kets is directly connected to the above-
mentioned indicator of savings. It is also
related to the volume of direct foreign in-
vestment (though only to the institutional
investments as speculative investors ap-
ply the other information sources as well)
and other possible components of criteria
for resistance to dangers.

The social regulation segment is much
more global. Actually, we may form the
issue of social stability and conflict pre-
vention as one more - the fourth criterion,
served by many indicators, including the
following:

1. Coefficients of differentiation and con-
centration of incomes;

2. Level of economic welfare;

. Unemployment indicators;

4. Poverty indicators.

W

Special attention shall be paid to the em-
ployment policy. There, on the one hand,
the state has a huge function of stimulat-
ing and, on the other hand, the line divid-
ing the successes and failures from each
other, is extremely narrow.

In terms of the whole economy, from
2003 to 2008 the average nominal salary
of employees employed at companies and
organizations increased; however, the in-
comes are still considerably varied in dif-
ferent fields of the economy. Besides, dif-
ference increases in population incomes
according to the decile groups (see Dia-
gram 6).

Diagram 6. Difference in incomes bet-
ween the last and the first deciles (GEL
per month)
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We should separately discuss the mar-
ket regulation segment in form of stand-
ardization and limitation, which is “unoffi-
cial” to a certain extent. Despite the fact,
that this function is never emphasized ap-
propriately, the majority of indicators of
resource management effectiveness cri-
terion are directly or indirectly connected
just to it. Standardization and limitation
policy is like a surgical tool at the disposal
of the state. By means of this policy it is
possible to create positive change and to
damage a lot as well.

In the field of education, science and
production, standardization and limita-
tion are critical within the effectiveness
criterion; while having the incorrect policy



may trigger ineffective spending of eco-
nomic resources. As mentioned above, an
economic entity will carry a heavy load if
it attempts to be compliant with modern
standards with its own resources.

Relation of assignment to education
with GDP, the share of high technology
products in export and food safety - are
included in this sector as different indica-
tors, which are necessary for the stable
development of country.

In Georgia it is interesting to compare
relations between the shares of assign-
ments on education and defence in GDP
(see Diagram 7).

Diagram 7. Shares of budget assign-
ments on education and defence in GDP
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During the last 200 years development
is no more sufficient in this significantly
belittled world - if the rate of develop-
ment and structure of the country, having
a transitional economy like ours, are not
better than that of civilized countries, then
the country is undoubtedly a potential out-
sider.

However, the country with a small econ-
omy is far more flexible in respect of its
development strategy and in other equal
terms its ROl is much higher.

In this respect it is interesting to view
the 5- phase scale of economic develop-

ment elaborated by the world economic
forum. This scale includes 3 basic phases:
1. Factor-Driven; 2. Investment-Driven; 3.
Innovation-Driven; and two transitional
phases: 1->2 and 2->3.

Currently Georgia is assigned with 1->
2 transitional phase. However, the speci-
fication of Georgian economic reforms is
closer to the first phase rather than to the
second phase. As mentioned above, for a
successful transition to the phase which is
concentrated on effectiveness, the correct
sequence of reforms is of ultimate signifi-
cance. On its side, the latter needs an ap-
propriate information base.

The aim of this review is to contribute to
the creation of a perfect and flexible sys-
tem of economic security in Georgia. The
system should be based on actual data
and for the state it will be an adequate
gauge for effectiveness and efficiency in
the decision making process.

Currently the main obstacle for the im-
plementation of this kind of project is the
absence of appropriate criteria. A part of
indicators predicted by means of world
analogs (for example the Gini coefficient)
are not sufficient for the perfect imple-
mentation of an economic security policy.

Respectively, it is necessary for the
state to pay attention to these problems
and to mobilize the resources required for
performing the work.

Seemingly the proposed economic reg-
ulation forms “load” the state, but in this
case again we have classic contrast be-
tween the purchase price and ownership
price. The empiric experience proves that
in the medium and long-term perspective,
the state “ownership” costs for business
are much less in terms of stabilization of

its own capitalization (e.g as a result of the
US financial crisis in February 2009 Dow
Jones Index reduced by 33 % and equal to
its level presented six years before). The
mentioned costs are also less proceeding
from optimization of operation costs (This
part is more familiar for Georgian business
as in Georgia it is accompanied with a wide
range of extra costs - from tax disputes to

problems of individual harmonization of
products within the developed market).
Even in the circumstances of the already
present financial crisis it is not inappropri-
ate to work on an economic security policy.
More so that, the condition of most of indi-
cators are as significant in the process of
finding the way out of crisis as during the
prevention of it.



e Removal of the water supply regu-
lation issues from the list of the compe-
tences of the local self governance and
exclusion of the appropriate property from
the list of the state property that was re-
stricted for privatization was not followed
by the actual privatization.

The above-mentioned sphere is still sub-
sidized by the state, although according to
the existing legislation neither central, nor
local budget is authorized to fund it. De-
spite this, the majority of self governances
continue to finance water supply that in
fact represents a violation of the law.

Regulation of the water supply is-
sues must be defined as competence
of the particular level of the govern-
ment and funded appropriatly from
the budget . It is desirable to bring
this competence back to the local lev-
el. Although to subsidize this sphere
local authotities will need additional
own revenues. Therefore it is required
to make changes to the existing rules
of revenue sharing between different
budgets.

e As aresult of the deregulation in the
natural gas sphere the tariff is no longer
regulated between the supplier and the
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consumer. Therefore it is obvious, that
the supplier, which is the monopilist in the
specific region can define the price based
only on own interests. This change threat-
ens the economic security of the country,
because there are no legislative barriers
against possible violations of the monopil-
ists on the market.

It is neccessary to restore the state
regulation mechanisms in the natural
gas sector, mostly the tariff regulation
in order to ensure, that monopolist in
specific region is not able to act only
based on its own interests and obtain
excessive profit from the consumers.

e The Law of Georgia on Independent
National Regulatory Authorities and The
Law of Georgia on The Regulation Fee are
being violated during several years. Both
existing Regulatory Authorities had un-
spent reserves at the end of the last few
years, but this fact did not result in any
changes regarding a decrease in the regu-
lation fee. Regulation Fee had not changed
during the last two years.

It is significant to decrease The
Regulation Fee based on the un-
spent reserves at the end of the

year. It is also important to define
the amount and types of expenses
that are allowed for the Regulating
Authorities, otherwise it is impossi-
ble to manage allocated resources
and the Regulating Authorities are
spending their resources without
any control.

e Existing model of financing of The
Regulating Commissions are not able to
ensure their full independence. Commis-
sions are not financed from the budget,
revenues come from the companies act-
ing on the market and the regulation fee
is based on revenues of these companies.
Therefore the majority of the budget of
the Commission is actually formed by the
fee paid by large companies. This means
that the Commission is in fact dependent
on big companies. The Commission could
not be considered fully impartial when a
dispute is taking place between large and
rather small companies. The revenues of
the Commissons are independent from the
state but depend on big companies and
this means NLE threat.

The existing model of financing
must be changed. It is possible to
use a combined model, which will
include financing from the state.
Although in this case the formula
which will be used for the calcula-
tion of the funds must be defined
by the legislative act. The above-
mentioned will ensure a decrease in
subjective decisions.

It is also possible to implement the
regressive regulating fee which will
stimulate operating companies.

e The existing mechanism of staffing
of the Regulating Commissions does not
ensure independent functioning. Author-
ity of the President is very high regard-
ing selection of the Commissioners and
the Chairman. In case of disputes between
The state and the company Regulating
Commission can not be considered as fully
objective because it will always depend on
the person who had appointed its mem-
bers.

It is important to decrease the role
of The President and to increase the
competences of The Parliament and
operating companies regarding selec-
tion of the Commission members.

The Public Defender of the regulat-
ed sphere must not depend on the de-
cisions and finances of The Commis-
sioners. He must be appointed direct-
ly by the Ombudsman and financed
from The State budget.

e There is a need to increase the
tranparency regarding activities of The
Regulating Commissions. Existing annu-
al reports must be more informative and
there must be the possibility to express
and implement public opinion on the act-
ing of The Regulating Commissions. Com-
missioners and other staff members are
mostly appointed without any transpar-
ency.

It is important to further increase
the level of transparency issues in
the laws and other normative acts re-
garding the regulation. It is important
to add the opinion poll window to the
Commissions webpages. This will en-



sure less spending on opinion polls
and the ability to take them into ac-
count.

e Georgia must restart the proc-
ess of creation of the institutional
base which will ensure harmonization
of our legislation with regards to The
EU legislation and integration of the
country into the North Atlantic Alli-
ance.

e Experts, scientists and other in-
terested parties must begin their ef-
fort to restore the labour-market, re-
striction of competition, food safety
and other regulations (abolishment
of which had worsened the economic
environment) according to the exist-
ing European experience.

e It is very important to optimize
the labour legislation. The existing
legislation, which protects the inter-
ests of the employers, worsens the
situation for the employees which
cannot even defend themselves in
the court.

e Despite the fact, that state au-
thorities declared their desire to re-
store the antimonopoly regulation
concrete steps had not yet been un-
dertaken. Therefore the state must
begin the research regarding the com-
panies which have power over the
market and undertake activities in
order to ensure the protection of con-
sumers from these excessive powers.

e Itis important to determine the
market mechanisms which will ensure
the development of competition. Of
course this does not include the use
of the administrative resources for
restrictions over the business.

e In order to ensure the develop-
ment of local enterprises it is impor-
tant to undertake antidumping ac-
tivities and to control the quality in
frames of the WTO. Otherwise Geor-
gia has the chance to become the
market for the cheap and low-quality
products produce by the neighboring
countries.

e The existing Georgian Law “On
Free Trade and Competition” provides
protection against the situations,
when the state itself creates monopo-
ly structures. Unfortunately the state
often violates “The Law on State Pro-
curements” and therefore helps some
companies to gain the excessive pow-
er on the market.

e The size of the share on the
market must be defined, which will
be declared as the share which gives
excessive powers to the market for a
particular sphere. The company, which
will exceed its mentioned share, will
be classified as an enterprise with ex-
cessive powers over the market and
its activities will be monitored.

e Special attention must be paid
to the so called “Trust Agreements”,
including the regulated spheres of
the market (for example energy sec-
tor, transport, and communications).

e Protection of consumer’s rights
must be defined as one of the main
functions of the government. This
must be ensured by the authority and
features of the state and the public
defender.

e In order to ensure the improve-
ment of the monetary policy it is im-
portant to free The National Bank of

Georgia from the existing pressure of
the government. NBG must restore its
regulating functions regarding cur-
rency market and monitoring func-
tion.

¢ NBG must restore its function
to protect the consumers in the given
sphere. Even insignificant violations
of the consumer’s rights and exist-
ing normatives by the banks must be
strictly discussed.

¢ The State must provide financ-
ing for the procurement and function-
ing of the special laboratories, which
will study quality of the products,
marking rules, existence of unsafe in-
gredients etc.

e It is important for the coun-
try to develop the full value legisla-
tion regarding the regulation and to
implement the combined system of
standardization.

While making accents about the
orientation of Georgian economy to-
wards the export we must not forget
that without the proper implemen-
tation of European quality control
systems its quite unrealistic to even
dream about export.

e Theanalysis of the reasons for finan-
cial crisis, developed in the whole world,
proves that a state remains the key entity
in economic processes.

Several indicators proved that reforms
implemented under the aegis of libertari-
anism in Georgia were unsuccessful. One
of them was the fact that the government
often had and has to take leftist decisions
(e.g., distribution of fuel and fertilizers,
registering the 1/4 population for provid-
ing social assistance, not so effective med-

ical insurance) for levelling the negative
social -economic results of the mentioned
reforms.

Nowadays, most problems in the Geor-
gian economy are directly related to ignor-
ing the economic security factors in the
economic regulation policy.

Assurance of economic security is ex-
clusive authority of state and all the devel-
oped countries around the world pay spe-
cial attention to this issue. Different coun-
tries operate with different kinds of indica-
tors; however, there is almost no country
similar to Georgia, ignoring the economic
security at state level.

In these conditions for economic growth,
the negative results of an incorrect eco-
nomic policy were veiled (but not levelled)
to a certain extent but they became obvi-
ous even at the first shock.

We proved with arguments that the
state’s economic policy shall be mostly
based on control of economic security in-
dicators. For example, extracting prices of
energy sources and primary necessities
from market conditions is a serious blow
for the economic growth rate. In such a
case, the state must take measures for
the improvement of this situation. Surely,
we regard the administrative form of in-
terference in economics as inadmissible;
this form was recorded even in developed
countries in the conditions of crisis; how-
ever, considerable differences between
the prices of certain products and services
and world prices indicate a presence of
monopolistic conditions or trust deals, ex-
tra load of business in terms of procedures
or taxes. In such a case, the state must
surely respond.



We consider three main forms of
economic security criteria. They are:
1. Competitiveness of the economy;
2. Resistance to dangers and shocks;
3. Effectiveness of resource manage-

ment.

Besides, the social security field is
directly related to the correct man-
agement of economic policy.

Respectively, in Georgia, similarly
to other countries, there shall be cre-
ated a system of economic security

indicators with consideration of local
specific requirements. This system
shall be a kind of «board of tools».
It shall function as the base source
of information for economic regula-
tion processes by the state. Existence
of such a system is also significant
for avoiding regretful practice of re-
sponding to provocation - when after
a particular problem is solved without
forecasting the influence of this «so-
lution» on the other fields.
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