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J39960L  3@0bobowsb godmygsbols. o 9306mdogs gomo@Mgdmws
390dm  Loggmegbols o 3g@dem 39Fomdgmdbols Logydggar by, do-
383 gzgeoxg®o gl gd399wgos®gdmes dmsg®mdol dmmbmgbgol.
d0530Omds  d3mbAmmgdes g3mbmdogol yggms bgg@ml. obweg-
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mogobmsogo, boygoogl g3mbmdogyd mogobyxnmgdsl s s@ol

® Payne, Stanley G. A History of Fascism, 1914-1%utledge, 1995; Tibor Ivan
Berend. An Economic History of Twentieth-Centuryr@ae. Cambridge University
Press, 2005. P. 93.
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5 Manaurxust I'. DKOHOMUKA YelOBEYHas. Towmucu, «Yuusepcan», 2009.
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mndoaolo, 2004; Hlymnerep n. Kamuranusm, conmanusm u aeMokparus. 1949;

Murron @punmen. Kanuranusm u csoboaa. M., Hooe uzaarensctso, 2006 {Iep. ¢
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Ramaz Abesadze
CONSOLIDATE ECONOMY AND ECONOMIC REGRESS
Annotation

The article proposes the essence of consolidatedoety and eco-
nomic regress; is analized the relation betweema&wic regress and eco-
nomic growth; are characterized the sources of @oun regress; is defi-
ned the role of government in accelleration of @woic growth and eradi-
cation of economic regress.
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2005-2012 Pegd@od (36039664 90T0)

Jaagbgoo 2005 | 2006 | 2007 2008 2009 | 2010 | 2011 | 2012
>bgddsoxsbo 26,4 34,5 25,0 10,8 9,3 5,0 1,0 4,5
dggnm@gbos 9,4 10,0 8,6 10,2 0,2 7,7 55 1.5
9bH™bgmo 8,9 10,1 7,5 -4,2 -14,1 33 83 32
060 J3g69m0 13,0 11,0 11,1 14,7 6,1 9,2 14,7 11,1
@5HGos> 10,6 12,2 10,0 42 -18,0 -1,6 54 5,6
@o@go 7.8 7,8 9,8 2,9 14,7 1,5 6,0 3,6
dognEsggmo 7.5 48 3,1 7.8 -6,0 94 18,6 6.4
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BOX03900 6,7 7,0 8,0 8,0 12,8 9,5 10,8 8,6
9bdg390m0 7,0 7,3 9,5 9,0 8,1 8,5 8,3 8,2
930506 2,7 7,3 79 2,3 -14.8 42 5,1 0,3
gobobgmo 9,7 10,7 8,9 3,3 1,2 74 7,5 5,1
goda0bgmo -0,2 3,1 8,5 8.4 2,9 -0,5 6,0 -0,9
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30mdengds, GmIgaoi gbMomo l-ol Fo@mdmeagbolisols odme-
30039 ©agds, Mol ol, oy @sdpgbo ™mdogJBoydse obsbogl
dmEgdgeo  gbGoao ggmbmdogy®o bawol Bgd39dL domo  J39y-
bgdols dobgegom Dgoomgdolsl. 3@mdegdol s@lLo 3o dgdwgydo
dymdomgmdl: @oEasbs Jododesmo jmgdso 939ago0m  bolo-
20©gds, 330¢md, Lbgs mobodo® 3060mdgddo, g3mbmdogydo aob-
30050 gd0l Ygs®gdom odsgo mbol IJmby J399690do ggmbm-
dogydo bAol 9guem domsmo Gg9d3gool dow§ggos dgbodargdg-
@0, 30Mg 93mbmdogydo  gsbgoms®gdols dgoomgbom  dsmomo
mbols 3Jmby Jgggbgddo. o3 dmgargbsl 3o, Gmam® 3 3bmdogos,
“d3390M0  bAEolL  989]B0” [9, ag. 532-531] (obp@oly@op —
“Catch-Up Effect” [10, a3. 546-547], begnem dolo @gbgeo mody-
dsbols dobgogom jo — “Dddekr OsicTporo crapra” [11, 33. 523-524)
oV orgds.

gbGogn  2-do  dmygobognos doewosbo  dops  3GmEyJBoL
dobobamgmdols  gohm  Lygebg  aoobysmodgdymo  dohggbgdangdo,
OmImgdo  yodmoygbgds  g3mbmdogydo  aobzomomgdol  mbols
dgnolgdols 2obdobms©gdgem 0beo o@me godo.

@ bdogno 2
3oL Lsdkmms Jggybgddo Boeosbo Jogs 3G™m©YIG0
(599 PEEsGT0) dnbobegmdol ghm Lygmby (2005-2012)°

J39g69%0 2005 | 2006 | 2007 | 2008 2009 2010 | 2011 2012

>bgMds0xsbo 1578 |2 473 |3 851 | 5575 [4950 |5 843 |7 190 |7 392

bdgenm@glos 3126 (3849 (4 736 |6 377 | 5183 |5819 (6 785 | 6 685

2bidmbgmo 10 330 [12 503 |16 393 |17 738 |14 264 |14 062 |16 534 | 16 316
a6 Jdgbgmo | 1707 |2 140 |2 607 |3 919 |4 060 |4 479 |5 495 | 6 511
@630 6 973 | 8 713 |12 638 |14 858 |11 476 |10 743 [13 807 | 13 984

([’12(]31')@0@0 Ygopagbogos Fbmg@om dsbgols Imbszgdgdol Logydggan by
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@odgo 7 604 |8 865 |[11 584 (14 071 | 1 034 |11 149 | 14155 |14 097
dognEsggmo 831 951 1231 | 169 1 526 1632 |1970 |2 038
A9lgmo 5337 |6 947 |9 146 |11 700 | 8 616 |10 710 |13 284 |14 037
bodommgganem 1470 [ 1765 |2 318 [2 920 |2 441 |2 614 [3 220 | 3 508
bmdbgmo 1625 |2 126 |3079 |3917 [2914 |3 125 |3 420 | 3 338
BOX03900 340 407 523 709 668 740 835 872

9bdg39m0 547 643 830 1023 1 182 1365 |1545 | 1717
94506 1829 |2303 |3069 |381 [2545 (2974 (3576 |3 867
gobobgmo 3771 5292 |6 771 |8 514 7 165 |9 070 |11 259 |11 935
goOa0bgmo 476 543 722 966 871 880 1124 1 160

Omama3  gbdoamo 2-psh 0633935, Jmbsbangmdols  g@Hm
Lbgabg doeosbo  Jogoe 3MmEyJBol  yggesbg dswomo  wmby
dom{gne odbs bdogn@ooli J3gybgddo, @glgmbs ©s gsbobgmdo.
dgotos, MM  gzmbmdogydo bOwol ghmo s 0dsgg wmbol
domfggs  2oblbgoggdgamo  Lobom@m  30Gmdgdol  gomgosmol-
Fobgdom, 93mbmdogygse  dgos@gdom  gRa®m  gobgoms®gdye
J3996906do  gRGm  Gogmos. sdgeMes, Gmd  dzggmto  bawol
999d60L  aomgoemolifobgdom odbgds dgbsdangdgeno, @md gzmbem-
doggdo Jo@omasbgomsmgdygmo s g3mbmdogygtse dgosdgdom
365 sbgomaM gogmo 3996900l ggmbmdogdo  béwols  ohgg-
bgdagdo ggesmogl g@mdsbgml.

33390M0 bAOlL g989]B0b godmmoibgol dobbom dgodangds
Lo®{Igbme  dogomme  9.f. 3Gm3mBEogmo  yopsgsmgols Jodm-
mngbs. 3ghdme, o3 Jodmmgbol dobgogom, oy goHmo  Jggybol
9306mIo G0 asbgomemgdol wmbyg dgm@g Jgggbols ggmbmdogydo
3obg0mo®gdols mbgbmob dgoo@gdomn n-xgd YRO®  Is@sgos,
d5dob  3odggen  Jggysbsdo  g3mbmdogy®o  bO®oL 0dsgg ©mbols
dom{ags, @o3 dgmdyg Jgggsbsdo odbs domFgymo, slggg n-xg®
9RO G0 0dbgds. ImEgdgmo dndmmgbol dsboby odmyge-
bogn  0dbs  d03mmgHy®o  g3mbmdogydo  bAols Jshggbgdangdols
3oobaoMm0dgool @I argdo [13-15].

3339000  bA©OlL  9939JB0L  godm@oibgolsl  gzmbmdogydo
bAols dohggbgdengoom J399bgdols Jgoadgoolomgols oo gdyg-
o> 9§ “9Hommbols”  g@hggs, Gmdgols dobgogomsis  gbos
dobogl o3 dohggbgdagdols Mobgodgds.

063500563 g@mdols  3G0bigodol  (ngm@gdol)  aomgomols-
Vobgdom [14, gag. 127; 15, ag. 66], 360dgbgermds 5@ o3l 0dol, my
“9Bommbol”  Lobom  @mdgaro  Jggqbol  3obggbgdgamo  somgds,

Gopyoboi 990ga0 35063 gEgEgmo  o®bgds. sgsb  godmd-
©obstyg, Lyen 9@mos, 0y Gmdgao 3mbELsokmms Jgggsbs sow-
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905 “9BommbydsE”, Gosms dglsdmgdgmo aobegl domo gzmbem-
dogydo  bewols  dohggbgdemgdols  Jgosmgds  d3ggmeo  bewol
999d60L a0dm@oigbgom. sbgm “g@ommby®” Jggybow dobobdgfm-
bogros sgowmmn bsdoMmggarm, Gowgsbsi ghmo dbdog, gl gu®™
dgo30m@  Fomdmshgbl  hggbo  Jgggbols  syoml  3mbElLsdkmms
J394690L do@ol, boem Igog dbdog — g3mbmdogydo aobgome-
0900 mboo Lods@mggarm sd3 dmfobsggms s @3 hodm@by-
bogooms dm@obos (ob. gbMogoo 2), @o3 dgos®gdobsmgols (sby
303mmgd Yo g3mbmdogg®o bOwol dohggbgdbangdols aolssbys@o-
‘Jgomow) 9R®m dmbobygdbgdgumos.

0930 gomdsbgnls  Jgzgos@gom  g3mbmdogg@o  bAwols
Qo JBmdMog dohggbgdegdl (ob. 3bdogo 3), dogowmgdm, GmI Lo-
JoOmggamm  3obElodkmms  Jgg9bgdL  dm@ol 2005 Fgaols oyem
399J3Lg S0 by, JoBmomos 2012 Fganl ol olgg dg9daby o-
3080bg odhs, mEmbe oy 2005 Fgel ol yLF@gobgb >bg®-
do0x0b0, Lmdbgmo, my®Jdgbgmo, yobsbgmo ©s @o@gos, 2012
Vool Lodotmggarml Fob smdmbbobgb olgmo Jggybgdo, @Gemgym-
GoEss —  090ddgbgmo,  Goxoggmo, gbdgzgmo, Lmdbgmo s
dogsggmo.

@ bdogno 3
3o b@Lsdkmms Jggybgddo gsJ@mdGago gzmbmdogy@o
Aol §g93g00L YgRocpgds Losermggemls
93©6m303960 bl Fg3d3gdmsb (2005-2012)

Jga460%0 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012
Sbgdosoxsbo | 2,750 | 3,670 | 2033 | 4,696 | 2447 | 0,79 | 0,143 | 0,75
dgemeGabos | 0979 | 1,064 | 0,699 | 4435 | -0053 | 1222 | 0,786 | 025
2bE®600 0927 | 1074 | 0610 | -1,826 | 3,711 | 0524 | 1,186 | 0,533
a6 dgbgmo | 1354 | 1170 | 0,902 | 6,391 | -1,605 | 1,460 21 185
@030 1104 | 1298 | 0813 | -1,826 | 4,737 | -0254 | 0,771 | 0933
@063 0812 | 0830 | 0,797 | 1261 | 3868 | 0238 | 0857 0,6
@ ogg00 0781 | 0511 | 0252 | 33913 | 1579 | 1492 | 2,657 | 1067
Gabgmo 0,667 | 0,872 | 0691 | 2261 | 2053 | 0714 | 0614 ] 0567
odoGoggenem | 1,000 | 1,000 | 1,000 | 1,000 | 1,000 | 1,000 | 1,000 | 1,000
503bgono 1448 | 1,404 | 1114 | 3,000 | 3,7105 | 0333 | 0671 | 183
Ho%049000 0,698 | 0,745 | 0,650 | 3478 | -3368 | 1508 | 1543 | 143
533900 0,729 | 0,777 | 0,772 | 3913 | 2,132 | 1349 | 1186 | 1367
o 3G506 0281 | 0,777 | 0,642 | 100 | 3,85 | 0667 | 0,729 | 0,05
4obobgmo 1010 | L138 | 0,724 | 1435 | -0316 | 1175| 1071| 085
JoGp0bg00 0,021 | 0,330 | 0,691 | 3652 | 0,563 | 0079 | 0857 | -0,15
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0dol godm, Gmd gbGomo 3 5@ godmdoiboglh dzggmao
bAeol 9539JdL, sdo@md dsldo dmygoboano Johggbgdangdols dgoo-
965> 93mbmdoggdo bAwol mdogdg® bydoml g9@ odgnggs.

3obALoddmms  Jg9969d0L  dobgogom  dmbobangmdols géHm
Lbgabg Jmanosbo dogs 3OmyJdol dshggbgdagdol Lsjs®mgg-
@ebl  sbogmmaoyn®  dohggbgd@mgmsb  msbogs®@mdols  dgogy o
dooegds 33390000 bO©OL 999Gl 3OMIMA G yoogs®gols

3M9803096@ 900 (3bMoao 4).

G bdoemo 4
3ob@lsdkmns Jgg9690To 33gmdo bHwol 9539J@0L
3OM3MAG0YEo Aopsgstgol jmgxe309b@goo (2005-2012)

Jaagbgoo | 2005 2006 2007 2008 2009 2010 2011 2012
>bgMdo0

xobo 0,932 0,714 | 0,602 | 0,524 | 0,493 0,445 0,448 0,475
dgenm-

ogbos 0470 | 0459 | 0489 | 0458 | 0471 0,449 0,475 0,525
9L Mby-

0o 0,142 0,141 0,141 0,165 | 0,171 0,186 0,195 0,215
096 Jdg-

bgmo 0,361 0,325 0,889 | 0,745 | 0,601 0,584 0,586 0,539
oS 0,211 0,203 0,183 0,197 | 0,213 0,243 0,233 0,251
0B g 0,193 0,199 | 0,200 | 0,208 | 2,361 0,234 0,227 0,249
dmao-

3990 1,769 1,856 1,383 1,722 1,600 1,602 1,635 1,721
ogbgmo 0,275 | 0,254 0,253 | 0,250 | 0,283 0,244 0,242 0,2499
bodo®m-

39800 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000
bmdbg-

”o 0,905 0,830 0,753 | 0,745 | 0,83768 | 0,836 0,941 1,050
Gox 039

0o 4,324 4337 | 4432 4,118 |3,654192 | 3,532 3,856 4,023
HECARAY

»o0 2,687 | 2,745 2,793 | 2,854 |2,065144 | 1915 2,084 2,043
9365065 0,804 | 0,766 0,755 | 0,750 |0,959136 | 0,879 0,900 0,907
goboby-

»o0 0,390 0,334 0,342 0,343 10,340684 | 0,288 0,286 0,294
JooRo-

bgmo 3,088 3,250 3211 3,023 (2,802526 | 2,970 2,864769 3,024

o8 3mg80i3096G 900l Lodgomgdom go dgbsdargdganos osb-
35M09gds  d03mmgd o  gzmbmdoggdo  bAwols  dohggbgdargdols
(3bMogoo 5).
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@bdoaro 5
3ob@bsdkmmns Jg99690T0 dodmmngdymo
930b6m3oggtho bOwols Iohggbgdengdo (2005-2012)

J39969%0 2005 2006 2007 2008 2009 2010 2011 2012

>bg@mdooxs-

6o 28,327 | 48,319 | 41,528 | 20,611 18,864 | 11,236 2,232 | 9,474
dgenm@glos | 20,000 | 21,786 | 17,587 | 22,271 0,425 | 17,149 11,579 2,857
9bHMbgmo 62,676 | 71,631 | 53,191 |-25455 | -82,456 | 17,742 | 42,564 | 14,884
06 Jdgbyg-

o 15,099 | 13,333 | 12,486 | 19,732 | 10,1500 | 15,753 | 25,085 | 20,594
@530 50,237 | 60,099 | 54,645 | -21,320 | -84,507 | -6,584 23,176 | 22,311
@odgo 40,415 | 39,196 | 49,000 | 13,942 6,226 6,410 | 26,432 | 14,456
dognEsggmo 4,240 2,586 1,646 4,530 -3,750 5,868 11,377 3,719
A9lgmo 23273 | 32,283 | 33,597 | 20,800 | -27,562 | 18,443 | 17,7687 | 13,605
bododmgyg-

@ 9,600 | 9,400 | 12,300 2,300 -3,800 6,300 7,000 | 6,000
bmdbgmo 15,359 | 15,904 | 18,194 9,262 | -16,832 2,512 4995 | 6,762
HOR 03900 1,5495 | 1,6140 1,805 1,943 3,503 | 2,690 2,801 2,138
9bdg39m0 2,605 2,659 3,401 3,153 3922 | 4,439 3983 | 4,014
94506 3,358 9,530 | 10,464 3,067 | -15431 | 4,778 5,667 0,331
gobobgmo 24,872 | 32,036 | 26,023 9,621 3,522 | 25,694 | 26,224 | 17,347
goOa0bgmo -0,065 0,954 2,647 2,779 1,035 | -0,168 2,094 | -0,230

gbdoano 5 odanggs  ggmbmdogyg@o  bOwols gBO®m  Sweg-
335090 0bEogo@magol,  @opasbsi  domdo  asdm@oigbymos
33390000 bO©OL g89JB0. gg@dme, bGogo 3-sb asblbgsggdom,
dogomgdm  g3mbmdoggdo b@wols dohggbgdegdols msbogo@emdbols
35bbbgeggd g Lydsml (gb®ogno 6).

Gabdogno 6
3ob@lsdkmns Jg9969090 ggembmdogn@o bewol Jodmmgdado
35hg9b90emgd0ls Ygomgos Lodstmggemml g3mbmBogydo bl
RB5JBmdc0g 3ohg9bgde gdmsb (2005-2012)

J30460%0 2005 [ 2006 | 2007 | 2008 [ 2009 | 2010 | 2011 | 2012

>bg@dooxsbo | 2,951 | 5,140 3,376 8,961 -4,964 | 1,783 0,319 1,579

dgemgbos 2,083 | 2,318 | 148300 | 9,683 -0,112 | 2,722 1,654 0,477

9bH™bgmo 6,529 | 7,620 4,324 |-11,0673 | 21,670 | 2,816 6,081 2,481
06 Jdgbgmo 1,573 | 1418 1,015 8,579 -2,671 | 2,500 3,584 3,432
@530 5,233 | 6,394 4,443 -9,270 | 22,239 |-1,045 3,311 3,719
@0 4,210 | 4,170 3,984 6,062 -1,638 | 1,017 3,776 2,409
dognEsggmo 0,442 | 0,275 0,134 1,970 0,987 | 0,931 1,625 0,620
A9lgmo 2424 | 3434 2,731 9,043 7253 | 2927 2,538 2,268

LoJodmggenm 1,000 | 1,000 1,000 1,000 1,000 | 1,000 1,000 1,000
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Lemdbgmo 1,600 | 1,692 1,479 4,027 4,429 | 0,399 0,714 1,127
HOR03900 0,161 | 0,172 0,147 0,845 -0,922 | 0,427 0,400 0,356
9bdg39m0 0,271 | 0,283 0,277 1,3709 -1,032 | 0,705 0,569 0,669
930506 0,350 | 1,014 0,851 1,333 4,061 | 0,758 0,810 0,055
gobobgmo 2,591 | 3,408 2,116 4,183 -0,927 | 4,078 3,746 2,891
goOa0bgmo -0,007 | 0,101 0,215 1,208 -0,272 1-0,027 0,299 -0,038

LoJodmggenm 3ol lodkmms J3gybgdl dmamols dbmenme dg-
0900dgBg  Swyombg  ogm. 2012 Fgaol 3o LoJs@mggarmby
93909b dpgmdomgmdsdo s@dmhbobgb oligmo Jgggbgdo, Gmam@o-
3o — @53305, myadgbgmo, ygsbobgmo, glGmbgmo, o@ge,
aLgmo, sbg@mdsoxsbo s Lmdbgmo, by Lododmggemd dgabedy
>a0abg aoms0bsigans.

agbdoano 5 a30bhggbgol, G®I  g3mbmdognd  @gRm™dgddo
Jgoodgdom  Fodmdo@gdgan  dsgnBool  3mbELsddmms  Jg99bg0L
PRO®m Jgdo FoukodMwsm, gomg bogmmdoms ©s gobom dwo-
@ 3mbELsddmms Jg99b690L, mgdEs 3mbE@obolige 3g@omodo
doanBool 3mbELsddmms  Jggybgdds dgdangl  s@Lgdyao  3Gmd-
gdgdols ods Jo@Gm  [omdoGgdom @odenggs, Mg jgensg
dmfoboggms Moa9ddo ymabe.

3ob@Loddmms  Jgggbgdol 3@obobsdwgemo ©s 3mbEgmobo-
bgaro  ggmbmdoggdo  beawols  dohiggbgdargdol  gosbsgnobgds
d339mG0  bOwols  9x9Jpol  aodm@oibgol  Logydgzgebg, 0dol
slggbols Ladygoamgdsl odanggs, GmI dgoodgdomo g3mbmdogygdo
LEodoggmmdols boggydggmo ojgon bogmmdoms ©s gobom dwo-
5@ J399690L, bmgm  gambmdogy@o  s@dsgamdols  G@og]@m-
M0obg  Lidogo  @sddybgdol  Logydggero o dggddboom  od
J399690L,  @mBangdoi  JmIPbolBgto  @gg0dols s  Lodkmms
3533060l sdeol  Jgdpgy STgods  @oEgMmdebgb  ggm-
bmdoggdo Mgxummdgdols ao@smgdsdo. gligbo 3o dsam@ool 3mbiE-
Laddmms Jggybgdos.

0dol  gomgoemolifobgdom, @md  dsa@ool  3mbELsddmms
J3996903s  ao0bosmgl  ggmmgsgdoddo  @gomobgdygmo  gimbmdo-
300 aobgomemgdol  Jmpgaro,  odgeds  bpgds, @Gmd  Lbgs
3mbALsddmms  Jggybgdolmgolsi o3 dmegeol  as3mygbgds, dg-
Ladanms, g3mbmdogyg@o  gobgoms®gdols dgodo  Loggydggano aob-
gb. gl, gFobsdgl gmgemobs, gbgds 03 Jg99bgdl, GmBemgdoi o6
3odmodhggosb  dgbgddogo  @gly@ligdol  Lodwowdom. Lfmege
sbgmos  Lodstmggerm,  @mdmobmgobsi  ggoimdga  o@hggobl
> BgbosBogs o  goohbos [16].  g3mbmdoggdo  asbgomsmgdols
930039 Jmpgabg  aosligms o dglodemgdgmo  gobrgds
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Vladimer Papava
THE COPLEXITIES OF POST-CRISIS DEVELOPMENT
IN THE POST-SOVIET COUNTRIES
Annotation

The article discusses the complexities of posiscesonomic devel-
opment in the post-soviet countries. It is showat ttitcording to the indices
of economic growth the global financial and ecorouorisis has been over-
come comparatively easily by those countries nicbii and gas which ma-
naged to create stabilization funds in the preiscperiod. Considering that
the Catch-Up Effect makes impossible the spatiatgarison of indices of
economic growth, in the article the indices of emmit growth are calcu-
lated by means of formulas created by author magosgible to state those
indices of hypothetic economic growth that exclude Catch-Up Effect.
And the indices of hypothetic economic growth prdivat in the post-crisis
period the pre-crisis level of economic rise hasrbmost easily reached by
the Baltic post-soviet countries. On the basisheffact has been concluded
that it is expedient to use the European modetohemic development for
the sustainable economic development, especiallyhfo countries not rich
with natural resources.
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SRBIQ JJBGS Fgo@o
93M6M3033B0 LOLBIOL LBITIOBOL MIMSO IR0
3BMBLIFIBO BOS0ROBIBIRO LI3SBAM IBN0IGNMBIB0
BSIMIST03TB0L 306MIBT0

9306mdoggdo  LobEgdol LEgaymgol mgmdogmo  3GMo-
gdgooli gopakds Lobmyspmgdols s Lobgamdfogml 3Gmydg-
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Alfred Kuratashvili
THEORETICAL PROBLEMS OF IMPROVEMENT OF
ECONOMIC SYSTEM IN THE CONDITIONS OF FORMATION OF
CIVILIZED MARKET RELATIONS
Annotation

The article deals with theoretical problems of ioy@ment of eco-
nomic system in the conditions of formation of ttieilized market rela-
tions.

Besides, worked out of main trends of economicesgsimprove-
ment is discussed as a component of strategictaineof the development
of a political system.

The article discusses those ways of constructiaealfy human so-
ciety, worked out by author. These ways are thentsi of solution of eco-
nomic system improvement problem.
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Vakhtang Burduli
THE SHORTCOMING OF SECTORAL STRUCTURE OF
ECONOMY OF GEORGIA AND THE WAYS OF
ITS IMPROVEMENT
Annotation

The paper analyzes the sectoral structure of ecprdi@eorgia. The
modern industrial structure of Georgia is extreniaBfficient: the export-
import balance in the context of main sectors anetny is very negative;
the level of self-sufficiency of economy is verydoln the paper the ways
to improve the sectoral structure of economy witfoeus on achieving
near-term positive structural effect are outlinewl gustified. It is shown
that to achieve this objective in the country sHook structurally sectoral
policy and instruments of coordination of its implentation.

George Berulava
INTER-FIRM INFORMAL RELATIONS AND
THEIR IMPACT ON FIRM’'S PERFORMANCE

The experience of transition economies shows thatas the key is-
sues in the process of a market transformatiorenfrally-planned system
is a creation of consistent and reliable institogiloframework (World Bank,
2001; World Bank, 2002). The importance of the per institutional
framework for economic development stems from lii§its to shape incen-
tive structure of economic agents, which influentasir investment and
innovation decisions (Johnson, McMillan and Woofjra002). According
to North (1990), the existing difference in econordievelopment levels
among countries can be explained by the differemcas institutional envi-
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ronment, which involves both formal and informalesuof governing of a
market economy. The lack of such institutions rssir various types of
market frictions, which hamper productive performamf firms in transi-

tion. In particular, market frictions such as #ertage of market informa-
tion about partners and improper legal system afraot enforcement have
a substantial impact on the efficiency of interdirelations (McMillan and

Woodruff, 1999). In the absence of sound formatitimsons of contract

enforcement, businesses in transition employ inébrrelational mechan-
isms of governance based on trust. Though the i@apoe of such trust-
based relations for firms in transition economigsginphasized in a signifi-
cant number of academic papers its affect on ecangarformance of

firms remains relatively unstudied. Do firms thatyron trust in dealing

with their partners are better off than firms than't trust their partners?
Despite its importance there is no empirical anstwethis question to the
moment. One of the reasons of the lack of empisuadies of this problem
is the methodological difficulty related to detenaiion of the causal link
between trust-based governance and business parfoem

The present paper seeks to fill this gap by exptpthe effects of
trust-based relations on business performancermifin transition econo-
mies. To overcome the methodological problem ofdhesality identifica-
tion, propensity score matching techniques (Rosembend Rubin, 1983) is
employed in the paper. The results of this stugyiatended to improve the
understanding of the consequences of trust-badatiores for the business
performance of firms in transition economies, amastthey extend the ex-
isting theoretical framework.

The key element of informal or relational goverrans the trust
(Bradach and Eccles, 1989). The concept of trust timderlies relational
contractual arrangements is based on social nondsparsonal relations
(Lewis, 1985). Heide and John (1992) show that sophay a very impor-
tant role in structuring economically efficient agbnships between inde-
pendent firms. They argue that supportive norme lsgnificant economic
value when specific assets need to be safeguatigdating possibility for
opportunistic behavior and reducing uncertaintysttreduces pressure to-
ward vertical integration (Granovetter, 1985). Maeg (Macaulay, 1963)
in his preliminary study of non-contractual relaoin business found that
the norms of keeping commitments impose obligatamgarties to transac-
tions at the cost of damaging personal relatiorsshprow emphasizing the
role of trust as a control mechanism defines it.aan important lubricant
of a social system" (Arrow, 1974; p. 23). He stdkes "...In the absence of
trust, it would become very costly to arrange ftieraative sanctions and
guarantees, and many opportunities deriving frontually beneficial co-
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operation would have to be forgone." (Arrow, 196962). The role of in-
formal trust-based institutions takes on spectificance for firms operat-
ing in transition economies. Such institutions wlifirms to cope with the
issues of high transaction costs, uncertainty aagdce information in deal-
ing with their partners and thus facilitate smofithctioning of the econo-
mies in transition.

The performance of trust-based informal institusidn transition
economies has been explored in a number of stuiemser, Allan and
Steves (2004) based on the data from a large safvityns across 26 tran-
sition countries examine the determinants of tiughe transition process.
Using ‘the level of prepayment demanded by suppliesm their customers
in advance of delivery’ as a proxy for trust theynfirm earlier findings that
trust is higher where firms have confidence indhparty enforcement
through the legal system. Other findings of thelgtcan be summarized as
follows: the fairness and honesty of the courtsaarmore important deter-
minant of inter-firm trust as compared to the csugfficiency or ability to
enforce decisions; networks based around pers@sal-ttamily and friends
— and business associations are important detentsird the development
of trust, while business networks based on enteprisiders and govern-
ment agencies are not; country-level effects agaifstantly more impor-
tant factors of inter-firm trust than are firm-lé\edfects. Berulava and Lez-
hava (2008) using data from a sample of Georgianufiaaturing enterpris-
es find that trust along with traditional dimensoof transaction cost eco-
nomics (asset specificity and uncertainty) hasgaicant impact on the
choice of exchange governance mode. They discoubegdrust produced
by informal institutions such as networks compri§exn friends and rela-
tives as well as from business associations plgrtant role in facilitating
relationships between manufacturers and distrisutoiGeorgia. Steer and
Sen (2010) study the role of informal and formattitutions behind the
growth of private sector in Vietnam. They show tiahs have increasingly
taken on risks in their transactions in spite obléormal institutions. Ac-
cording to the results of the study, informal ingtons remain important as
mechanisms of risk management even as the econoatyres and new
formal institutions gradually develop.

McMillan and Woodruff (1999) examining trade credisues in
Vietnam find that in a weak contract enforcementiremment, informal
institutions serve as a substitute to a legal syst@ particular, business
network formed by relatives or friends functionsimportant source of in-
formation, thus generating trust and promoting axgfe. Similarly, the
survey of managers of privately-owned manufacturfinms in Russia,
Ukraine, Slovakia and Romania provides evidence thkationship con-
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tracting works as a substitute for the courts (3ohpnMcMillan and Woo-

druff, 1999). The same time, the authors find thatigh relational contract-
ing was the basis of the most transactions infah@ countries, the law also
did matter. The study results suggest that inféionarom other economic
agents, long period of cooperation and high switghiosts support trade
credit.

Though trust-based relational contracting is gdlyerdewed as
substitutes for complex contracts in interorgamiret! exchanges, there is
some evidence that formal contracts and relatignakernance function as
complements (Poppo and Zenger, 2002). Using data & sample of in-
formation service exchanges, Poppo and Zenger J2@6 empirical sup-
port for the proposition that formal and informalations complement each
other.

Summarizing, the existing research reveals that-trased contract-
ing can work as a substitute or complement for ll@ggtitutions, thus re-
ducing transaction costs and facilitating exchangiveen firms. However,
the same time the literature acknowledges that $yoh of relationships
can cause some inefficiency in firm's performansensll. For instance,
McMillan and Woodruff (1999) argue that informalatonships come with
efficiency costs, since better exchange opporesmitiom economic agents
outside of the network could be lost. Similarly,caing to Johnson,
McMillan and Woodruff (1999), relational contradiralong with aiding
contract can bring some inefficiency. Thus the tjoaof interest is the net
result of the trust-based relation’s affect on llusiness performance. Are
firms better off when they are engaged in infornedtions with partners or
the opposite statement is true?

Despite its importance, to the moment the ovenafiact of informal
contract relationships on the firm’s performancmas relatively unstu-
died in economic literature. The existing studidstrast-based relations
focus mainly on exploration of its determinants aadous types of gover-
nance structures, while economic consequences af selationship re-
ceived very sparse attention from academicians. [&bk of the interest
from academicians to the empirical studies of thk between relational
contracting and firm’s performance can be explaibgdhe distinctive em-
phasis within existing relevant theories as welbganethodological diffi-
culties. According to Sako (2002) the functionalippproach of transaction
cost economics (TCE) paradigm shifts attentionsestarchers from out-
comes of relational contracting to its determinaStse states that according
to TCE researchers “...whatever governance strueiss is best for the
organization given its environment and circumstaric€sako, 2002; p.93)
Notwithstanding of the above arguments, we belidna the identification
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of whether the trust-based contracting represétdeést governance option
for firms in transition economies still is topicarthis paper aims to shed
light on exactly this issue by exploring the effettrust-based relations on
various indicators of firm’'s performance in traiwiteconomies. In particu-
lar the main research question of the paper islasnfs

« Do firms employing trust-based relations perforrttdrein terms of
productivity, innovations, and sales than firms relying on such institu-
tions?

To get the answer on this question, first of dlsleonsider the ways
in which trust-based relationships can improve ‘Brrfunctioning. Sako
(2002) emphasizes three mechanisms through whigdt thay enhance
business performance. First, trust-based relatipratows for reducing of
transaction costs and thus it ensures the mostegifigovernance structure.
Second, trust stimulates investments in specifsets which in turn guar-
antees future returns and productivity growth. @hifrust encourages orien-
tation towards joint problem solving in such madtas cost reduction, inno-
vation, management promoting thus continuous legrand enhancement.
Based on the empirical study of automotive indugiryapan and USA the
author shows that supplier’s trust of customersegaly is associated with
its better performance in terms of costs, profitrgies, just-in-time (JIT)
delivery and joint problem solving (Sako, 2002)m#arly, Dyer (1996)
based on the results of his empirical study, ermipbasasset co-
specialization and lower transaction costs (which @autcomes of trust-
based hybrid/alliance governance structures) anioadactors that provide
Japanese automotive firms with competitive advantager their U.S coun-
terparts.

Helper and Sako (1995) examine the links betwegst-tsased rela-
tionship and business performance. The authors shattong-term, close-
ly linked relationships have performance advantafgesautomakers and
their suppliers in both the United State and Jajayrer and Wujin Chu
(2003) in their study of the relationship betweepdier trust in the buyer
and transaction costs and information sharing ippker-automaker ex-
change relationships in the U.S., Japan, and Kdied, that perceived
trustworthiness reduces transaction costs andrielated with greater in-
formation sharing in supplier-buyer relationshipfie authors argue that
trust is unique as a governance mechanism becaus¢ only minimizes
transaction costs, but also has a mutually caadationship with informa-
tion sharing which also creates value in the exgbaelationship. The rela-
tional contracting proved its efficiency in tramsit economic environment
as well. Hendley, Murrell, and Ryterman (1998) leit study of transac-
tional strategies of Russian enterprises found dioaing transition, strate-
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gies that use trust have a critical importance el as personal relation-
ships.

Based on the review of the results of existing istsidthe research
hypothesis of the paper can be formulated as fall@mploying informal
trust-based relations improves overall performance of firmsin transition
economies.

It worth to mention, that though the existing ergail studies reveal
positive association between informal relationstapd firm’s performance
they say nothing about the casual link betweenethesiables. Is trust a
cause of a better business performance? Or isetferse causation true.
This question remains unanswered to the moment.ryntiee methodologi-
cal issues mentioned above, the problem of ideatifin of the direction of
the causal link between trust-based relations arsihbss performance is a
prominent one. Exactly this methodological problexplains for the most
part why this link remains relatively unstudiedthe moment. In this paper
we plan to overcome the problem of identificationtlee casual link be-
tween trust-based relations and business perforelapemploying propen-
sity score matching procedure (PSM) (RosenbauniRauin, 1983).

In particular, we address this problem by usingpprsity score
matching method to establish counterfactuals fondithat provide trade
credit to their customers, and matching these campawith similar firms
that don't trust their customers based on chariatites that affect both the
probability of choice for providing trade creditdabusiness performance
outcomes. Specifically, we employed covariates tiefiect trust of eco-
nomic agents to the legal system as well as tanmtion provided by net-
works from friend, relatives, colleagues, partnérssiness associations and
government agencies; degree of competition andspreson the firm to
innovate from customers, domestic and foreign cditgps; variables that
reflect experience of the firms in dealing with tpars and a couple of fi-
nancial indicators; industry and country contrdlee study was conducted
using data from a large survey of firms acrossr@Bgition economies.

The main contribution of this study is that it pices new empirical
insights into the casual link between trust-basddtions and business per-
formance of firms in transition economies. The lssaf the study suggest
that informal trust-based institutions of contrgcivernance represent an
important way for enhancing of business performancgansition econo-
mies. To say distinctly, our findings indicate that irarisition economies
trade credits positively affect the business penoice of firms. In particu-
lar, trust-based relations are associated witheamed sales. They provide
incentives for more intensive innovation activit@sd ensure higher labor
productivity rates. The firms that trust their pans are characterized by
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larger proportions of reinvested profits as wellhe main explanation of
these findings is that developing of trust amongneenic agents allows for
reduction of transaction costs, stimulates learging continuous improve-
ment; makes incentives for innovative activitieaK& 2002) and thus it
helps firms in enhancing of their overall busingssformance. Though,
trust-based relations always contain a potenti@athof inefficiencies that
can arise when low-cost new entrant is excludedMMan and Woodruff,
1999), our results suggest that in the end suctioekhips are beneficial
for firms in transition.

The data used in the analysis is well-balancedrti@tes the results
of the study more reliable. However, the sensititétst indicates that while
the estimated effects of trade credit on some &idis of business perfor-
mance is quite robust, its impacts on the othecaugs are rather sensitive
to hidden bias. Another limitation of the studytl&t it employs only one
proxy for trust-based relations and a limited numbkperformance out-
comes indicators.

Thus, for the future research, we propose to inyat& the casual
links between trust-based relationships and busipesformance using al-
ternative methods, including instrumental variabeshnique; employing
various proxies for trust and diverse outcome Ve This will allow to
supplement the propensity score matching procedsed in this study and
to verify the robustness of our findings.
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