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Davit BIDZINASHVILI®

ABSTRACT

We have heard several times recently the Government of Georgia declaring the” two-digit
economical rise which is unprecented all over the world” (12,7% in six months) which has
resulted in changing the depressive background and nihilistic thinking in the country. Surely,
such progress must be reflected in the well-being of the population. But what to do with the
increased inflation which is much more perceptible by population than “rushing” of Georgian
economy? This growth of inflation is explained by our economists as the result of wrong
economic policy. As for the promises given by the National Bank in the beginning of the year
2021, about controlling the inflation and reaching the aiming results at the end of the year,
they remained only as pure promises.

In order the growth of economy becomes perceptible for our population, it is necessary to
lower the inflation rate to one digit, namely the best would be lower than 6% rate and if at
the same time the two digital economic growth will be retained, this would be notable for the
population of the country in 2022.

Active participation of Georgia in international division of labor, larger and more stable
positioning of Georgian products on the World's trade map are the results of successful
realization of economical reforms and state programs of the business support in the country.
Key words: economic growth, foreign trade, inflation, labour market, investigations,
economical policy, working places.

0z

Son zamanlarda, Giircistan hiikiimeti tarafindan sik sik "benzeri goriilmemis" ¢ift haneli bir
ekonomik bityiimeye (6 ayda %12,7) sahip oldugumuzu ve bunun tilkedeki niifusun depresif
geemisini ve nihilist tutumunu degistirdigini aciklamaktadir. Ekonomik biiyiime ayni
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zamanda niifusun refahina da yansimalidir, ancak niifusun ekonomik durumu yine de fena
durumda ve artan enflasyon da kendini her giin gostermektedir. Uzmanlar enflasyondaki
artis1 yanlig ekonomi politikalarina bagliyor. 2021'in baslarinda enflasyonun asgari seviyeye
diisecegi ve ilkenin yilsonuna kadar hedefe yaklasacagini agiklayan Merkez Bankasi'nin
verdigi s6z iyimserligini koruyor.

Niifusumuzun bir gsekilde ekonomik biiyiime gidisatini algilamasi i¢in, enflasyonun en az tek
haneli bir seviyeye ve en iyi ihtimalle % 6'nin altina inmesi gerekiyor. Eger ekonomik
biiyiime ¢ift haneli olarak siirdiiriiliirse 2022'ye kadar halk bu durumun yansimalarini
gorecektir.

Giircistan'in uluslararast igboliimiine aktif katilimi, Giircli {riinlerinin diinya ticaret
haritasinda daha genis ve daha saglam konumlandirilmasi, son yillarda iilkede ekonomik
reformlarin ve devlet isletme destek programlarmnin basarilt bir sekilde uygulanmasinin
sonucudur.

Enflasyon, niifusun ve 6zellikle diisiik ve sabit gelirli insanlarm refahin1 dogrudan etkiler.
Bununla kars1 karsiya kalan sadece yoksullar degil, hemen hemen her aileyi etkileyen sosyal
bir sorundur. Bu sartlar altinda, insanlarmn kendilerini glivende hissetmeleri i¢in tek yol, gelir
art1is hizinin enflasyondan daha yiiksek olmasi gerektigidir. Sadece bu durumda katlanilabilir
olacak ve niifus i¢in daha az yiik olacaktir.

Anahtar Kelimeler: Ekonomik biiyiime, dis Ticaret; Sisirme, Isgiicii piyasasi, Yatirmmlar,
Ekonomik politika, is yerleri.

AHHOTALIUS

B nocnenHee BpeMst IpaBUTENBCTBO ['py3HH 4acTO 3asIBIISIET, YTO Y HAC «OECTIPEIIeCHTHBII
JBY3HauHbI SKoHOMuueckuit poct (12,7% 3a 6 MecdueB), M 4YTO 3TO HM3MEHWIIO
JenpecCUBHBIA ()OH M HUTHINCTHYECKOE OTHOILICHUE HACEIEHHS B CTpaHe. DKOHOMHYECKHH
POCT Takke JOIKEH OTPakaThCsl Ha ONaroCOCTOSHHMHM HACENICHHS, HO KaK HacdeT pocTa
UHQISINY, KOTOPYIO HAceleHHEe BOCHPUHUMAET CHIIbHEe, YyeM ‘‘OpokeHHe” IKOHOMUKH?
OKkcnepTbl  OOBSICHSIOT POCT HMHQIISLMKA HENPAaBHIBHON JKOHOMHYECKOW IOJUTHKOM.
Ooemanne Hanbanka, o0bsBuBIIero B Hadaine 2021 roga o ToM, 4To MHGIIALKS JOCTUTHET
MHHHUMYMa M K KOHIy IOfia CTpaHa IPHOIM3UTCS K LIENEBOMY IOKa3aTelro, OCTaeTcs B
XOpOIIeM HaCTPOCHHH.

YroObl Halle HaceleHUe TaK WM MHaue BOCIPUHHMAIO SKOHOMHYECKHH POCT, HHOIAMSA
JOJDKHA CHU3HUTHCS KaK MUHUMYM JI0 OTHO3HAYHON OTMETKH, a B JIy4ILeM ciydae - Hike 6%
.. ¥ €CJIM MBI COXPaHHMM JIBY3HAYHBIH SKOHOMHUUECKHU pocT, kK 2022 rogy. HaceleHue 3To
yXe II0YyBCTBYeT.

AKXTHBHOE ydacTHe ['py3uum B MEXIyHapOAHOM pa3[eieHHd Tpyda, Ooiee IIHPOKOe U
NPOYHOE MO3ULIUOHUPOBAHHE TPY3MHCKOH NPOAYKIMH Ha KapTe MHPOBOW TOPTOBIH
SBJIAETCS  pEe3yAbTAaTOM  YCICIIHOW  peaju3allid  JKOHOMHYECKHX  pehopM |
roCyJIapCTBEHHBIX POrpaMM IOAIEPKKU OHU3HEcCa B CTpaHe B TIOCIIEIHHIE I'OIBL.
KawueBble ciioBa: DKOHOMHYECKUH POCT; BHelIHsis Toproeiis; udmsiuust; PeiHok Tpyna;
MuBecTuiu; DKOHOMHYECKas IMOJMTHKA;, Paboune mecTa.

Introduction

The Corona-virus pandemic had serious negative impact on the world's
economy. Many branches of economics damaged.during the year 2020-2021 the
world's economy reduced substantially.

The main source of incomes for the populations of all countries is their
economy. Correspondingly, growing of the country's economy is the only trustful
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and stable way to increase the incomes of the population. We should produce much
more products and provide more services within our country's territory in order to
provide well being of the population. Surely, it is possible and useful for our country
to get some kinds of help from the other countries but as only one time help, also as
it became usual for Georgia, it is possible to migrate to other countries and gain
financial support for the other parts of the population, but the country's economy will
never develop only by these ways. There does not exist any country all over the
world which became rich and developed economically only by means of migrants'
labor. On the contrary, immigration means draining of the labor power; and along
with the demographic problems, this reduces the percentage of employable
population. (https://www.helloblog.ge/story/economical growth).

According the renewed estimations, the economical growth in 2021 will
show 6,5% which is much more than previous prognoses. This implies positive
changes in all kinds of the economical data. At the background of the high economic
growth, the budget deficit will reduce to 7, 1 percebt (today we have the 7,6 deficit).
This is very important claim for stabilization of the macro-economic growth. Our
prognoses contain also an optimistic scenario according which in year 2021, will be
on the two-digit level and it is absolutely possible that economical activities will
develop by this optimistic scenario.

The mentioned scenario takes into account rapid restauration of tourism
activities, namely, on the level of 2019, which represented 40-45%; it also takes into
consideration dynamic growth of the economy in different sectors. We have distinct
marks which can be observed in the 9 months data of the given year, where we see
that economic growth went up to almost 45%; this growth involves practically all
the economic sectors.

According the renewed prognosis, the deficit of the current account
improves and the dynamics of the debt reducing by the government will be faster.
Founded on the these prognoses, preparation will begin for the budget changes
project. (https://www.mof.ge/News/9779)

Methods of investigation: The appropriate special literature available in
Georgian and foreign languages was used in the process of researching the
mentioned issues along with the legislative and statutory acts, statistic information;
also the methods of analysis and synthesis, induction and deduction, empiric method,
sociological questionnaires and mathematical statistics were used during the
researching process.

The results

We have the economic growth but nevertheless, working places are reducing
and we are having serious difficulties in the social life. The population can feel the
growth of economy only when there will be sufficient work and unemployment will
reduce. The working people must have higher salaries in public and in business
sectors as well, and at the same time, inflation will not show such high level,

The minor and medium enterprises represent the backbone of economics in
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any country. So, it is necessary to enlarge the possibilities for the financial products
become available for such enterprises so that the tendencies of business growing
become supported especially now, when the country is struggling against pandemics.
The fact that financial debts are in the national currency will also support growth of
national economy as the representatives of minor and medium business will be
protected against from the currency risks.

The only way to reach the aim that our population is protected from the
financial risks is in the tempo of the incomes growths wll be higher than dynamics
of the prices growth.

Shortly, we can conclude that the main cause of the low level growth of our
economics is not only the results of pandemics but the low level of economical
development as well. It should be noted that it often happens that people can not take
credits from the banks because of the strict conditions, they appeal to the micro
financial organisations which give debts for higher percentage and even more, some
of such organisations do it purposefully though we hope that such facts are not usual
but the fact is that it happens and maybe it is resulted from the social difficulties.

For example, if we see growth in trading, agriculture, the same cannot be
said about tourism. In this sphere, we have no data if people working in the sphere
have any financial successes or not. We want to underline the necessity that all the
branches of our economics will be successful, in each sector, in all the regions of the
country - to say shortly, we need the real inclusive growth.

Our economy grows but in parallel the jobs are reducing and we are facing
hard social situation. If we want our population to feel the growth of economy, the
number of jobs should be increased , unemployment should reduce and the salaries
should grow in the public and private sectors as well. At the same time, it is necessary
to reduce the inflation rate.

The economy growth usually has its results reflected on the population
especially in the developed countries. As a rule, their population see the improved
situation just about in 3-6 months; unfortunately, in the countries like ours, this is
not as easy. Georgian economy shows growth each month but as the working places
reduce in parallel, we have a complex social environment in the country as a result.
In order our population feel the economical growth, it is necessary to have more
working places and reduce enemployment; salaries should become higher in public
as well as in business sectors; at the same time, unemployement should reduce and
inflation shuld be lowere; if we can manage to retain two-digit growth in the farther
perspective, we can feel it reflected in the population, by the year 2022. If two digit
inflation remains, it wil “eat up” the economic growth and our population will not
feel the positive effects of the growth.

Naturally, the people;s society react to inflation and rise of prices more
sharply than to economy growth. Rise of prices, taxes and so on, reflect on the
people's well being immidiately; as for the economy growth, which is based on the
growth of number of different enterprises, improvemints for business, growth of
import and export - these factors cannot be immediately felt by the population; in
order the population of the country feel and see the economic improvement as soon
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as possible, it is basically important to reduce inflation rates, as minimum, by 6%,
no less.

Despite the measures taken by the National Bank, there is no result for the
population well being. This comes from the fact that Georgian National Bank prints
more money notes than it is necessary - it means to provide more money to the
market than necessary and it results in inflation, consequently, this problem needs to
be regulated.

The pandemics influenced all the countries in the world, even the strong
countries with the well developed economy and this conditioned the rise of prices all
over the world.

Thus, we should be oriented on the economical development of our country
and proper economy politcies, then we will be less depended on the global economic
quakes, our economy will be less influenced by the global instability.

Discussion

According the global economy observation published by the International
Monetary Fund, the forecast about Georgia's economy growth is possible to be the
highest in 2021-2026 medium period, in the region and among the European
countries.

The prognosis of the International Monetary Fund acknowledged that it is
possible that Georgia will have significant economical growth. It is really important
when one of our main financial partners declares that in the following 6 years
Georgia will be a leader in the region by its economical growth. It will be about 5,8%
growth will enable our country to overcome the negative results of the global
pandemic in our country. To defeat poverty and make our economy more divert.

Georgian economy rises at the beginning of the year by higher tempo than it
was predicted. It is clearly acknowledged by the statistical data, according which in
January - August 2021 the economic growth showed 12% which is higher than
expected; as for the real total inner product it surpassed the pre-pandemic data of the
year 2019 and so, we have an absolute growth.

The growth of inner and outer requests supports the tendency of economical
rehabilitation. We have export growing, money transfers, rehabilitation of tourism.
“The level of trading is higher than it was in prepandemic period. Foreign trade grew
in 4,9% as compared to the previous year and export data grew in 9.0%. Economic
recovery was triggered by the state support programs which made development of
the local production possible even in the pandemic situation the influence of which
was less hard than could be and this all together supported development of the local
production.

According the prognosis of the international monetary fund in 2021-2026
the growth of economy in Georgia will show up to 5,8% which will be the highest
among the European countries and the region. Already in the current year, the
prognosis of growth, made by Asian development bank and other data of rating
companies were significantly high.

In the data of the foreign trade published in October of the current year, quite
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good dynamics was shown and despite the pandemic situation, about 3 billion USD
products were exported in 9 months of the current year; so the export showed 24%
of growth. Comparing to the same situation of the year 2019, we have 9% groth.
Despite the fact that we can not give the information about the certain products,
because the data was edited only today but we can suppose that in September, just
as in the previous year, the main exported branch was rececling industry and among
them especially Georgian wine, mineral and spring water, also industrial products.
Among the exporting branches are also agricultural and mining engineering and not
processed but the primary agricultural and mining industries.

According the statistic data, made by Sagstat, in September 2021 the export
rate was higher in 12,8 percent as compared with the previous year and its volume
became 373, 6 min US dollars.

The export data fixed in September 2021was much higher than the data of
September 2019 (before pandemics), namely, the export in 2021 is higher than in
September2019 by 22.3%-00T, which shows 68.1million US dollars.

In September the foreign trading increased by 20.1 percent that means
1,299,4 min US dollars..

Improvement of the macroeconomic situation in Georgia and higher
business activity correspondingly is reflected in the country's foreign economical
activities. Trading, and among this, the export grows up in stable way in tempo
whown by two digital numbers. Besides that, the growing tempo of the export area
was shown in the period January-September and also hamely in September, which
is much fast than the tempo of growth of the national product growth.

From the beginning of the year the growth expressed im 24. 0 growth and its
volume reached2981.3 min US dollars. .

The data of January as well as the whole period of January-September
showed higher numbers than the data in September and September-January of
2019.(22.3 and 9.0 percents, correspondingly). So, in the percent the data was 22,3
and 9%. According this, the everyday, or 24 hours data, was 2270 thousand US
dollars higher than the same data of September 2019.

Importing activities in September 2021 was 5d 1299.4 min US dollars;
altogether, in January-September - 7028.4 min dollars. Correspondingly, the tempo
of growth was +23.4% and +21.6%.Overlaping of import by export activities in 2021
showed 40.4 percent and in the whole period of January-September it was 42.4%.

It should be noted that export in Septmber was higher than the first eight
months data of the given year, by 14.5%. Correspondingly import was higher for
23,1 percent and the the total data was higher than 20,5%. We think that the growth
of import data is a little more in comparison with the export which is largely
connected to the rapid and high growth of the transporting and communication
functions and also to the growth of reexport in comparison with the last year - about
20,0 growth. Daily, average growth in 24 hours volume of reexport is increased by
0.5 min US dollars.
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External Trade (Milion USD)

2015 | 2016 | 2017 | 2018 2019 2020 2021*(January-
August)

External Trade

Turnover 9508.4 [0459.0 [10802.9| 127415 | 13317.6 | 11396.3 10 009.7

Export (FOB) 22042 [2117.1 [27457 | 3379.7 | 37984 | 33434 29813

Import (CIF) 73042 (73419 80572 | 9361.8 | 9519.2 | 8052.9 7028.4

Trade Balance 5100.0 |5224.7 |-5311.4 |-5982.1 | -5720.8 | -4709.4 40471

https://www.geostat.ge/en/modules/categories/35/external-trade

In September, in comparison with previous month the rate of inflation was
was 0,2% and yearly inflation showed 12,3%.

According the SACSTAT published data the changes of prices had great
impact on the yearly inflation. These were the changes in the following groups: food
and alcohol free drinks, transport, water, electricity and gas, healthcare.

According the SACSTAT in the group of food and alcohol free drinks, the
prices grew on the following products:

Oil and other fat products - prices went up by 40.7 %

Vegetables - by 38.2 %

Milk, cheese and eggs - by 17.1 %

Sugar, jam and other sweets - by 16.6 %

Bread and related products - by 13.2 %

Mineral and spring water, alcohol-free drinks, natural juces -prices went up
by 12.6 %-00T

fish - by 11.5 %

Meat and its products - by 10.4-%

Coffee, tea, cocoa - by 7.1 %.

The tempo of inflation is permanently growing in Georgia and goes even
more higher. Monthly data show that this takes place every month. All kinds of
products have higher prices. According the price growing data Georgia is a leader in
the region.

Inflation rate remained in two digit data. In September it was 12,3% which
4 times more than expected. It must be said the prices on the sepaate products rose
much higher such as 50,60 and 150%. Food became especially expensive which
drove the population to poverty situation. According these high data, we strongly
doubt about methodology and trustability of the “Sagstat” company.

Comparing with the last year, the prices more notably grew up for
vegetables: egg plant - 152$ (the highest growth), then come cucumber - 82%, oil -
T77%, tomatoes - 42%, carrot - 61%, potatoes - 29%.chcken meat - 26%; medical
medical pill and and remedies grow in 16-17%, petrol-42%; dizel fuel - 37% and so
on.

Inflation is directly worsening the level of life of the country's population,
especially for the people with the low and fixed income. Here we do not mean only
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poor people. This is a serious social problem. It concerns not only the poor people
but almost all the families. In such conditions in order the people feel themselves
safe, the income rate should be higher than inflation. Only in such conditions it can
be possible for people to endure these conditions.

It happened earlier that the prices were high in our country. But such high
prices never occurred in September in the given century. In accordance with the
separate positions the prices go high sometimes the process of oil, sometimes sugar,
sometimes fat, corn and others. Sometimes prices go high than inflation indexes.
Special attention should be paid to the prices of medicines. The bulk of the medicine
products are needed by the elderly people. Inflation strikes very hard the life such
people. The inflation in this field is at least 15%, not 12,3 which also is very high
and Georgia is positioned in the first 20 countries. It may be that this marker is not
also exact and real; it can be higher. It does not matter. The main problem is that
two-digit data is very high and heavy burden for Georgian people whose incomes
are quite low.

Surely, inflation has very negative impact on the purchasing ability of
population. The mentioned two-digit inflation is taken from the prices which grew
up, as average, on 305 mentioned products. The data is even higher in the group
where goods are most needed and in some instances the 100 percent inflation is even
shown. Surely, the most negative impact goes to the low-income population who
spend 1/3 of their income is spent for food. Thus, high rate of inflation has negative
impact on population even more in the conditions when nominal growth of salaries
is not observed in the needed volume for their well-being. The national bank issues
more lari than it is necessary for economy and this results in inflation.

On the given stage we do not have the signs of improvement in the existing
situation. It is difficult to make prognoses about the problem. So far, we do not have
any signs of it. The inflation rate depends what decisions and actions will be made
by the National Bank or the government. The National Bank made some actions but
no result. National Bank produces more money than needed. It must be regulated as
soon as possible. The national Bank of Georgia prognoses about making inflation
rate lower next year.

One of those whose fault is the inflation, is the National Bank. When the
course of our currency was increasing, they used to persist that it would not influence
for inflation. When the process was beginning, the Bank did not make any steps to
slow it down and today we are where we are. Devaluation of the national currency
conditioned the higher prices. We have large import and of course, devaluation of
the national currency influences the prices, and first of all, on the petrol,
correspondingly, we received high rate of inflation. It will be difficult to stabilize. It
can not be believed that the situation improves during the year and the rate will lower
to the aimed data though we hope that the national Bank will act more carefully and
will take care to lower the inflation., not to be more than 6%. Surely, it does nor
depend on us and we all are subjects to obey the rules of markets. The oil prices were
mounted on the international market and it caused the price growing up; at the same
time, in highest level; at the same time, national currency course became stabilized.
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Consequently, by the logics, the prices of fuel should have reduced. But
unfortunately, it did not happen. Importing companies, when the prices on the
international market grow, react rapidly and when on the contrary, the prices of oil
go down, they never lower the increased prices. The importers of oil try to have as
more benefit as possible. To our mind, in such situation the oil price should have
been lowered at least by 10 tetris, but it remained higher.

Unfortunately, Georgia became a country dependent on the immigrants,
Their money transfers grow every year. From one side it is good but on the other
side the flow of people leaving the country cannot be good for the country. This year
the htransfers from emigrants prevailed in comparison with index of investments
which is not good for economics. If we want to be developing and strong country it
is necessary to receive as large investments as possible. This will result in
strengthening our economy and inflation will reduce. We should not take care of
transferring money but instead we should care to strengthen the economy so that our
emigrants could return home. As for petrol and for grains, we depend on the global
markets, so the price rising will always have impact on our economy and devalvation
of the local currency will go up; this altogether will have very negative influence on
our life and we add here currency devalvation, we will receive bad results. That is
why we need stable local currency and strong economy and if the companies will
work scrupulously, (we have the agency of competition in business which is obliged
permanently observe the sensitive markets such as petrol market). Then we shall
have less rising in prices; at any rate, if the growth will take place this will reflect in
our economy but when it reduces the same will be for our prices too),

As for economy process it is really positive. It is really good to have two-
digit growth and this continues during the months. And this happens in the pandemic
situation. Any case, economy data depends on the proceeding situation. It is
impossible to revies any economic situation apart from the pandemic situation. It is
clear that in case the situation goes harder, with more prohibitions, it moves the
country backwards. The prime minister of our country announces that there will not
be any kind of lockdowns any more. Though the first rated problem always remains
to be health conditions in the country and the lives of the population. Thus, if the
situation goes up the lockdown will be necessary. We do not mean full lockdown but
even minor and easier ones can influence our living conditions. Of course, our
citizens are obliged to go vaccination. If the situation goes stable, in my opinion,
their economy has enough strengths to go on and we are now depended not only one
developed country's market but we depend on the global market and our inflation for
some percent is tied to the global difficulties. We should be able to control the
pandemic situation with more success but it is difficult. Turkey has quite a strong
economic situation. There also exist some problems with their economy though they
somehow manage to overcome the difficulties. We are now dependent not only one
but on the global market. This also can be regarded as a cause for inflation.

Today inflation is the most important risk. We expect that next year inflation
will go down though the most important problem today is inflation and we hope that
it will be overcome at least partially the next year and it will go closer to the previous
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mark. The main problem is about refinancing in order it should not go higher; today's
refinancing bid Bshould not go higher as it will be hard for our population. We think
that to make balance, to my own opinion, it will be better to see that it is already the
level when we shall return the inflation on the needed levels.

Of course, unemployment is the sharpest problem Beginning from the last
period of the 90-ies, the number of population decreased and the number of
employed people also decreased nearly 3 times, so this index corresponds to the
absolute number of loss of the population.

Some hundreds of thousands of our population work abroad and thus the
money transferring grow in Georgia year by year. This results the flow of the foreign
currency about 1,8 billion dollars a year and this amount has already become three
times larger than foreign investments. That is why the unemployment became
number one problem in Georgia and the issue of restoring the lost territories has
come to the second place.

The everyday domestic problems shadowed the general strategis tasks.
Large part of the population struggles against elementary everyday nutrition
problems and they do not have any physical or intellectual resources as well any time
to struggle against higher problems. It represents a serious challenge for the state in
security, stability and development perspectives.

According the last data, the rate of unemployment in Georgia is more than
22% which means that every 22 active people out of 100 in our country do not have
jobs. Large part of our population went abroad to find any kind of job. Those who
rest in the country simply wait for their chance. To get a job became a kind of chance,
dream or something like that. It is like winning in totalizators. It must be said also
that there sometimes are some requirements for jobs but there is no provision and
vice versa... that means we are having structural unemployment.

What about qualified and perspective works low payment? This does not
reflect only exaggerated deliveries but also to low quality working power as well,
not only on the outer but on the inner markets. It cannot produce additional value in
large amount.

What is our goal? We need highly qualified professional workers which are
able to create high quality surplus value products in less time unit such as peculiar
kind of service or product. But highly qualified working power requests high
payment.

We should be able to produce as much productions as to be able to have
important economy of scale which means that the proportion of rate must be
economical i.e., the scale of salary to the manufactured unit would be much less and
will not influence the growth of price. All countries, including our close neighbor
Turkey, and the far country of Netherlands. They are focused not only on the inner
market but on the world market as well. The inner market in Georgia with capacities
of 3,7 min can be compared by payment abilities with the middle Europe people
requests (350-370 thousand people) but the population of Europe is totally half a
billion. So, orientation on the inner market cannot be of any help. Which branches
of economy should be used to make break through?
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According our traditions we always emphasize our wines and want to have
more vineyards and sell wines but let us look at our vineyards. If we double their
squares and sell our wine in the prices of French ones, which are of 40-50% higher
than ours, we should sell them for about 650-700 million dollars altogether, that is
the maximum of abilities of our vineyards even if we grow them on doubled squares.
Certainly, we may reach some results but only in several years for having the
requests as well as realization. That is why we think that this is not the perspective
we should be oriented on. We should be oriented on the scientific achievements. To
have new technologies, work with leading scientific producers and enterprises, learn
about technological innovations including air and cosmoses technological products,
cooperating with the large and well-known air and cosmos technological enterprises
will rise our economy and improve the situation even in the agricultural sector which
we consider so much important for us. The best example for us s Israel which reached
the level where possessing good and fertile agricultural resources is not the most
important any more.

Netherlans have worse agricultural conditions in comparing with us, our
country, but nevertheless they have large export of agricultural products. Their
export goeas up to 100 billion dollars. Onnly flowers and plants bring about 11
bilion. This the result of using progressive scientific views and technologies.

We should invest more money in education.Not only formally - in order to
give diplomas but in preparing such professionals which are now requested and will
be even more in the future.In 7-8 years the requirements towards labor will fully
change on the global market. New specializations will be requested. The young
people who will get corresponding education will be requested and those who study
or is just finishing their universities, or those who are now just beginning working,
will have to adopt to the new specialties and find corresponding jobs. Many young
people will have to re-prepare and get ne qualifications.

We want to overcome the impacts of unemployment not only for the purpose
there would be less unemployed people but also to support rapid economy growth,
to reach economical stability which is the basis for the well being and all these factors
can be reached if the productions, goods or services made by the employed people,
will correspond to the modern world standards. That is why, we should direct our
strategy towards higher qualities, higher prices and additional costs of products
correspondingly through the world market. We should subject our inner products to
the above said aims organizing, producing, making business and studying processes
an addition - only these factors can move up our inner production. Only considering
the separate aspects without ties of economical details together will not bring any
results.

If we can do all the tasks, it will drive up the whole system and will bring
desired results. Discussing only several aspects without interrelations cannot bring
any results.

The coronavirus pandemics and economical crisis resulted in growing the
low income people sector. Today the help from the State is needed by more number
of people than earlier. This fact points that nothing has improved and vice versa, the
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conditions became worse for some people. It should be noted that the number of
people needing the state's help, grew up by 44,12%.

According the data of August 2021, the number of people receiving the
financial help increased by 67 266 people. This data has never been increased up to
such high digit level.

According the data of 2019 and August 2021, the State spent altogether
925.3 million laris for monetary help of socially helpless people from which 605,7
were given to them during the pandemics.

Resulting from the coronavirus pandemics Georgia experiences even more
economical difficulties. The situation is serious. Pandemis is nor defeated, lost
working place are not restored and without all this there is no sense to talk about
improvements.

To say principally, this was not unexpected. Many working places were lost
and many people have their salaries cut which influenced the population. The minor
income which a person usually gets, is not enough. Most people depend on the
monetary transmissions which at any rate is not enough. The people are facing deep
crisis, they are using their money savings if someone has them but such people are
only 0.1% in the whole population. This is very hard situation in reality.

In such economical environment, the state should support the population in
the field of the communal payment and other cases though it is not enough.

It is very important at the moment that number of the persons using financial
help of several types 622 000 people - it is a large number; it is nearly 17% of the
population. The pandemic situation only made this problem worse though it has
existed even earlier.

Employment and Unemployment
2014 | 2015 [ 2016 | 2017 | 2018 | 2019 [ 2020 | o921 | 2021
| 1
Quarter | Quarter
1629.0 | 1675.6 | 1653.8 | 1641.4 | 1605.2 | 1572.8 | 1523.7 | 1447.2 | 1559.1

Labour force
(Active
population),
thousand
persons

Employed, | 1255.0 | 1308.5| 1294.5 | 1286.9 | 1296.2 | 1295.9 | 1241.8 | 1129.7 | 1214.6
thousand
persons
Unemployed,| 374.0 | 367.2 | 359.2 | 354.5 | 309.0 | 276.9 | 281.9 | 317.5 | 344.6
thousand
persons
Unemployed,| 23.0 21.9 21.7 21.6 19.2 17.6 18.5 21.9 22.1
thousand
persons

https://www.geostat.ge/en/modules/categories/683/Employment-
Unemployment

The labor market and education sphere are closely correlated which results
in necessity to discuss these spheres together. The more high level education is
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available, the more qualified manpower we will have on the labor market and this
will reflect through the labor payment. We have positive correlations between
education and job salaries spheres. This is determined by investigations. People who
are on the higher levels of the education have higher salaries in average. (For
example, Mincer, 1997; Deschénes, 2006). The back effect of education has been
changed considerably through the last period of times. The additional steps of
education enlarges the possible payment when working and lowers the risks of
unemployment (Murphy and Welch, 1989:17-26.; Katz and Murphy, 1992:35-78.;
Mincer, 1991:1-18). Besides, in the society, where most part of people has higher
education, unemployment is lower The request for the low qualification workers are
in minority and during some time, high qualification request grows especially in the
increasing automatisation of work.(Acemoglu, 2002:7-72.; Frey and Osborne,
2017:254-280) According the statistical data the rate of unemployment in 2017,
among the not fully educated working power was 6,5%, in the school graduated
population 4,6%, bachelor degree educated people 2,5%, and in the more
higly educated part of population - 2% (BLS Report, 2018). The same tendency is
observed in European countries: 13.9% of unemployment in case of not fully
educated, 6% - full general education, and 4,2% in case of higher education
(Eurostat, 2018). Can we make the same rating in case of Georgia - that is the
question. It should be also said that alongside with the growth of education, the
inequalities of levels of society grows up as well. (Lemieux, 2006). Beginning drom
the 90-ies of the last century, it can be observed that differemces between highly
qualified and less qualified labor have been growing up because of the difference in
educational levels and lessening of requests to the not highly educated and qualified
workers. (Goldin and Katz, 2007:135-165). The salaries as well, in the last period,
differ from each other which lessens the amount of so called medium rate workers
and rises the index of inequalities. the importance of high quality education
permanently grows in personal or along with the country's successful development.

As about the investments, Georgia, unfortunately, has large failure.
According the precise data, in 2020 the investments reduced by more than 57%
comparing with the previous year; its total volume turned out to be for 7,3 % less
than usual. It can be caused by several factors, but it is important that the state should
find out the resources and ways to improve the situation. The active steps should be
made towards improvement even if it became necessary to take the international debt
though our country's debts are on the critical point.

Reducing of investments is the echo of the global crisis and it is the result of
the pandemic. We observe lessening of global requirements, interrelations and other
ties established for several ten years periods between the countries; This also results
in lessening of activities and economical ties between large eeconomical institutions.
The facts happen not only in Georgia but among several well developed countries.
Now we have a kind of investment reducing to 45% .We have a kind of investment
deficit and hungerthough to tell the truth many countries to improve the conditions,
business environment, tax policies investment conditions - all these parametres were
remained and even improveB ; such economics became again attractive and in such
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situatations some countries became additional concurents for Georgia; that is why it
IS necessary to practice liberalization in order to attract the countries to do
investments here. We need more liberalization policies.

According the precise data, the direct foreign investments in Georgia were
expressed in 2020 as $572 millions which is 57.2% less than in 2019 and 7.3% less
than predicted data of 2020.

As it is said in the information spread by the national statistic centres, the
main cause of lessening the income flow of the direct foreign investments was the
fact of delivering some enterprises to the property of Georgia's resident which caused
cutting the investments to $283 min.
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