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Nino Mikiashvili 
THE LABOR MARKET OF A SMALL OPEN ECONOMY AND 

INVESTIGATION OF INTERNAL MIGRATION  
FLOWS (EXAMPLE GEORGIA) 

 
Nino Mikiashvili 

Department of Economics and Business, 
Ivane Javakhishvili Tbilisi State University, Tbilisi, Georgia 

 
Abstract 
In modern conditions, the following factors have a significant impact on the labor market and migration 
processes: political, economic, social, psychological, demographic, territorial, gender, age factors, 
natural and climatic condition and so on. It is impossible to complete the process of labor market 
formation without migration flows. It is important to determine the necessary amount of labor resources 
for the country and region and to implement an economic incentive mechanism to regulate the migration 
flows; in addition, the economic and national security issues are to be considered.  An investigation of 
the labor market became quite impossible without foreseeing the internal migration flow. Factors 
affecting them are numerous and diverse. Internal and external migrations have some common reasons 
and different causes. The main focus is on the internal migration, which is mainly discussed on the 
example of Georgia. 
In order to achieve quantitative and qualitative optimization of the labor market and formation of 
equilibrium and balanced labor market and maximal realization of the economic possibilities, it is 
recommended to reduce unemployed category than to use the inner and finally, external migration 
resources. Every small open economy has specific features in this regard and sharing experience should 
be more or less interesting and helpful for different countries. 
As for the identified negative factors, the work tries to show the ways to mitigate their impacts. 
 
Keywords: Labor market, Small open economy, Modeling, Internal migration. 
 
INTRODUCTION 
Due to the world globalization process, the labor resources must meet the ever strictest 
requirements.  
As the economic principles are explained, the problem of the efficient resource use and market 
efficiency occurs (Krugman and Robin, 2013, p.14-16). Labor, as a production factor, is a 
necessary attribute of any economic activity (McConnell et al. 2012, p.p.10-11) (Mankiw, 2012, 
p.24). An efficient use of each production factor is associated with the concept of productivity 
(Griffin and Ebert, 2004, p.p.35-36) (Baumol W.J., Blinder A. S., 2012). Investing in human 
capital to boost productivity is a priority whatever the level of economic development of a 
country. It is the qualified labor mostly determining the trends and pace of the economic 
development of a country. Surely, the non-qualified labor does have its role, but its contribution 
is much less and consequently, can be considered as the one with an auxiliary function only.  
The economic growth and development needs the supply of resources. The countries rich in 
human capital develop more swiftly and evenly. One of the main components of success of 
economically developed countries of the world is the use of an efficient human resource 
management system in almost all fields of activity.  
Labor resource management and caring about the improvement of their productivity in small 
open economies with the goal of the economic development must be one of the priorities. In 
addition, it must be noted that some of such countries (including Georgia) are not rich in human 
resources. This is why, boosting the productivity and mastering and introducing the new 
technologies ensure the continuous growth of such countries.  
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The rational management of human resources cannot be done locally, as the free movement of 
labor resources becomes an attribute of the modern world (Gwartney J.D et al., 2013). Today, 
the barriers to enter the world market are much less both, for the companies and the physical 
entities. Globalization gave more flexibility to the international labor market, and the flows of 
migrants and emigrants change the labor potential in the concrete country. 
It is impossible to complete the process of labor market formation without migration flows. It 
is important to determine the necessary amount of labor resources for country and region, also 
to implement economic incentive mechanism for regulation of migration flows, besides, 
economic and national security issues should be considered as well.   
 
METODOLOGY   
The rational management of labor resources needs using traditional research methods. The 
paper puts the major accent on the last two decades and considers the major trends observed 
since the early 1990s, i.e. the post-Socialist epoch, marked by the shift of the Socialist countries 
to the market economy.  
The changes of transformation were most painful for the labor market, which, in addition to the 
problem of cyclic unemployment, now had to overcome the problem of structural 
unemployment. The situation was aggravated by the outflow of labor from the country and 
internal migration (the most recent period though, is characterized by the trend of inflow as 
well). In this respect, the consideration of geography of inflow and outflow has become an 
interesting issue to consider, as well as the identification of the factors having an impact on the 
labor movement.  
The relations between the factors influencing the mobility and number of labor were studied by 
means of correlation analyses. In the course of study of the labor resources, the number of 
employed was taken as an endogenous factor and the economically active population, gross 
domestic product (GDP) per capita, average monthly incomes, number of graduates of higher 
educational establishments (education-related costs), number of migrants and the like were 
taken as exogenous variables.  
The statistical data were mainly taken from official sources and the legislative acts having 
impact on the labor market of the country were analyzed.  
 
LABOR MARKET IN SMALL OPEN ECONOMIES 
An efficient use of labor resources is associated with the economic cycle and structural changes. 
Employment generation and abolishment of old jobs may be efficient at the production, branch, 
macroeconomic, regional or even world level. Moreover, the creation and the abolition of jobs 
differ with their essence and depend on the amount of compensation, education, gender, age, 
skills and experience.  
Mass unemployment is a greater burden for the country’s economy in small open economies 
than in other countries. Most post-Soviet countries faced this problem. Some of them (Baltic 
countries) managed to overcome mass unemployment relatively soon (the positive role of the 
EU is worthwhile in this respect), while other countries (e.g. Georgia) found it difficult to 
overcome the problems of unemployment and low incomes.  
So called job stability is valued more or less in all countries and is conceived differently by the 
different groups of a country, region, sector or population. The Organization for Economic 
Cooperation and Development (OECD) accents stable (long-term work contract), quality 
(working with acceptable wage and working conditions, with favorable training, development 
and career prospects) and safe (working by observing safety standards and in a morally pleasant 
environment) jobs. The formation of a market with similar features needs a coordinated 
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cooperation between the state sector and the private sector, as the social wellbeing can be 
reached only through joint efforts, what in the given case will be evidenced by the performance 
of a well-organized and development-oriented labor market.  
Small open economies have relatively fewer resources (labor resources inter alia) and 
consequently, they cannot afford the luxury to make long-term investments in human capital 
without a relevant advance strategic plan. Continuous growth of productivity is associated with 
technical and technological novelties. Therefore, the burden of ensuring the infrastructure 
needed for mastering and introducing such novelties must be mainly borne by the state 
structures at the initial stage. Later, the qualified labor adapted to the modern requirements will 
ensure the development on its own.  
Modern societal development platform capable of responding to the challenges of globalization 
is the new society of knowledge. Today, the level of development of each country depends on 
the readiness of human capital to changes, as well as its skills to create and implement them. 
The leading role should be played by education and science. Nowadays, the fields of education 
and science must focus on the possibilities.  
The rational operation of the labor market is possible through permanent human capital 
investments by the state and private sectors, but with the state playing a leading role in the 
process. Evaluation of the labor productivity through a macro-economic approach is necessary 
as much as in this case, the national economy is considered as one single body. The modern 
system of economics incorporates many associated changes. For instance, introduction of 
contemporary achievements in some or other branch of science or technology leads to the 
relevant changes in other sectors or sections.  
 
LABOR MARKET IN GEORGIA  
The difficulties, problems and achievements of the labor market in small open economies can 
be considered on the example of Georgia. The events taking place on the labor market of 
Georgia and market trends are topical and interesting for investors, employees, employers and 
all those concerned, and are an example of a post-Communist economy. This economy, as an 
heir of the Socialist economy, has been trying to form an organized and mobile market over 
one-quarter of a century, without significant achievements though.  
The labor market of Georgia faces the following challenges:  

• the prospects of employment are much limited; 
• the labor resources are not thoroughly used deteriorating the production efficiency; 
• the share of those being unemployed for a long time in the total number of unemployed 

is great; 
• the share of the people with higher education among the unemployed is also great;  
• the number of low-paid or unqualified jobs is great; 
• there is a misbalance between the demand and the supply on the labor market, etc.  

The population of the country always showed the aspiration to get good education and the 
number of people with higher education is also great; however, there is incompliance between 
the knowledge and those skills of the labor resources, not in demand on the labor market. On 
the other hand, the incompliance is caused by the scarcity of the information about the abode-
said market demands, i.e. there is a problem of information asymmetry. One of the reasons for 
such an asymmetry is the absence of regular research of the labor market. 
The evidence of the limited area of the labor resource action is the fact of over 40% of the hired 
workers found in the state (mostly, public) sector, and the share of informal employment is also 
great. The rules of behavior on the labor market and job-seeking and presentation skills develop 
gradually, but are not ultimately formed. Stigmatic approach to the vulnerable groups (the 
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disabled, political prisoners, probationers, long unemployed, women, etc.) by the labor market 
subjects is clearly seen. 
The correlation matrix of the number of workers employed in different regions demonstrated 
that there is quite a strong correlation e.g. between Kakheti and Ajara regions and between 
Kvemo Kartli and Mtskheta-Mtianeti regions, while the correlation is the weakest between 
Racha-Lechkhumi and Kakheti regions. There is an inversely proportional correlation between 
some regions, but directly proportional correlation prevails.  
The Ministry of Labor, Health and Social Affairs of Georgia, the Ministry of Education and 
Science of Georgia, the Ministry of Justice of Georgia, the Social Service Agency of Georgia, 
the National Probation Agency of Georgia and other state bodies are engaged in the 
development and realization of the labor and employment programs.  
 

 
Figure 1. Number of detainees in economic activity in Georgia (1999-2016). 

Source: The National Statistic Office of Georgia 
 
The labor market is not sufficiently flexible, there is no detailed and reliable information about 
the ongoing and expected changes in the fields of economics and employment.  
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Table 1 
Correlation matrix of employed by the regions of Georgia 

RRReegions 
Tbilisi Adjara Guria Imereti Kakheti Mtskh. 

Mtian. 
Racha 
Lech. 

Same
gi 

Samt. 
Jav.. 

Shida 
Qartli 

Qv. 
Qart. 

Tbilisi 1           
Adjara 0.9108 1          
Guria -0.190 0.1685 1         
Imereti 0.1370 0.4877 0.8155 1        
Kakheti 0.8193 0.9387 0.2443 0.5070 1       
Mtskheta-
Mtianeti 0.3826 0.6817 0.5933 0.7233 0.7281 1      
Racha-

Lechkhumi -0.522 -0.290 0.5125 0.2569 -0.100 0.4145 1     
Samegrelo-
Zemo Svaneti 0.3351 0.6364 0.7960 0.8358 0.6920 0.7416 0.127 1    

Samtskhe-
Javakheti 0.4674 0.6484 0.5097 0.6742 0.7121 0.5761 -0.03 0.756 1   
Qvemo 
Qartli 0.7492 0.8995 0.4105 0.6476 0.8999 0.6850 -0.22 0.850 0.831 1  
Shida Qartli 0.4038 0.6046 0.6751 0.6922 0.6760 0.5858 0.143 0.842 0.675 0.750 1 

Source: The National Statistic Office of Georgia 
 
MIGRATION AND SOME ECONOMICAL-MATHEMATICAL MODEL 
It must be emphasized that first attempted to identify the factors influencing migration 
processes and modeling it belongs to Ravenstein (Ravenstein, 1889, p.241-305) and there are 
also others works (Baumol et al. 2012) (Blundell and Bond, 1998), which are considered to be 
stepwise works in modeling of migration processes. 
Demographic tables are special type of migration models. They reflect the age structure and 
make it possible to determine the group, which can migrate from one place to another. The 
demographic tables are being developed according to Pearson curves and Poisson distribution. 
On the basis of these tables and Markov chain (with assumption of transition from one group 
to another) Markov models can be made. The model contains a number of equality. 
In the regard of research migration processes, the analysis of migration increment structure is 
very important. There are two main sources of population growth: the natural increase and 
migration balance. In case of determination of the role of migration in population formation 
with territorial basis variety of demographic balance models are used. The balance model of 
internal annual rotation can be written as follows: 

)()( −+ −+−+= VVMNSS BE  
Where:  SE is population at the end of the year;  

SB - population at the beginning of the year;   
N - number of deaths;  
M- number of births;  
V+- number of arrivals in the given territorial unit during the year;  
V-- number of departures from the given territorial unit during the year 

If we consider i period, the model is written as follows: 

∑∑∑ ∑
=

−

=

+

= =

−+−+=
n

i

n

i

n

i

n

i
BE VVMNSS

111 1
)()(

 
This model allows determination of components of absolute increment of the population, the 
proportion between them and besides it allows evaluation of the role of each time period in the 
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matter of population growth. However, the flaw of demographic balance model is the fact, that 
it can’t provide observation on the structure of increment of the population. 
It should be noted that during examining the adequacy of the model non-quantitative, 
humanitarian values should be considered, which also have important role in estimating and 
forecasting migration flows. Besides, it should be mentioned that population of the country does 
not depend only on birth rate, but also industry development and number of working place. 
Therefore, the development of various industries and creation new jobs will support reduction 
of external migration and improvement of labor potential.   
 
INTERNAL MIGRATION IN GEORGIA 
An increased balanced demand for the qualified labor will result in a chain reaction: so called 
“brain drain” will be less, more knowledge and efforts will be spent to improve the national 
economy and the outflow of the non-qualified labor will be reduced, as on the one hand, the 
number of jobs will increase and on the other hand, there will be more incentives and prospects 
to convert the nonqualified labor into the qualified one.  
 

 
Figure 2. Migration by Year and Net migration. 

Source: The National Statistic Office of Georgia 
 
In the past several decades internal migration in Georgia was mainly caused by armed conflicts, 
natural disasters, and socio-economic factors. Hence, the major stocks of internal migrants 
consist of persons, displaced as a result of conflict in occupied Georgian regions of Abkhazia, 
and Tskhinvali Region, (Internally Displaced Persons (IDPs)), persons, affected by 
environmental hazards (ecological migrants (Eco-migrants)), and rural-urban-rural migrants, 
migrating with the aim to improve their socio-economic conditions (Migration Profile of 
Georgia, 2015). 
When it comes to regional distribution, in case of IDPs from occupied Georgian region of 
Abkhazia the majority of them are concentrated in either Tbilisi, or Samegrelo-Zemo Svaneti 
region, a region, adjacent to occupied Georgian region of Abkhazia. In case of IDPs from 
occupied Georgian region of Tskhinvali Region the major groups are concentrated in Mtskheta-
Mtianeti region, where the official state resettlement program has been implemented, and Shida 
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Kartli region, again, a region adjacent to occupied Georgian region of Tskhinvali Region 
(Migration Profile of Georgia. 2015). 
As per the data of the National Statistics Office of Georgia, the proportion of urban population 
has increased by 5%. The growth in Tbilisi and Batumi (by 5,2% and 26,3%, respectively) was 
mostly the result of expansion of the city borders, while a 7,3% increase of the population took 
place in the city of Rustavi with the old borders (Migration Profile of Georgia. 2015).  
Owing to rational and reasonable actions on the labor market in small open economies, the 
practical realization of the convergence theory may be real what will help improve the regional 
and global condition, and sharing the positive practical experience will make this process more 
large-scale.  
 

 
Figure 3. Internal migrants by previous and usual place of residence and by sex by usual place 

of residence. 
Source: The National Statistic Office of Georgia 
 
CONCLUSIONS  
The problem of the labor resource management in small open economies is severer than in other 
countries. So, it is valuable to have a long-term strategic view oriented on the efficient use of 
labor resources. The experience of the recent years is particularly valuable to consider 
suggesting that the economic growth and development on their own cannot ensure full 
employment or high-quality working conditions.  
Out of two options of the policy to improve employment, the first one implies an indirect policy 
to support the employment generation by creating favorable conditions for the private sector, 
while another one implies the direct employment policy with an immediate participation of the 
government bodies. For small open economies, the first option would be more preferable as it 
will be more helpful to develop market incentives.  

0

20000

40000

60000

80000

100000

120000

Abkhazia A.R

Adjara A.R.

C. Tbilisi

Imereti

Guria

Samegrelo and Zemo
Svaneti
Racha-Lechkhumi and
Kvemo Svaneti
Samtskhe-Javakheti

Kvemo Kartli

Shida Kartli



PROCEEDINGS, 2017                                                                                                    ISSN 2500-9737 
_______________________________________________________________________________________________________________________________________________________ 

11 
 

As the unemployment decreases and employment increases, the number of people below the 
poverty line will diminish significantly. Reduction in the total proportion of social benefits will 
enable the state to use the state funds more efficiently for entrepreneurship activities. In order 
to give a more strong employment incentive to the socially vulnerable people, the state may 
decide not to abolish the social benefit for them until their families reach a certain level of 
income, while gradually abolishing them as they get stable jobs. 
Stronger incentives for regional development are needed for small and average businesses so 
that round-year employment rather than seasonal employment should be possible to ensure in 
small towns, settlements and villages.  
The use of economic-mathematical and statistical methods and models to identify the demand 
for labor and analyzing the factors affecting the labor supply will help to better substantiate the 
conclusions of the economic analysis and prognostic calculations.  
It is necessary to introduce modern technologies to balance labor demand and supply both, to 
the educational sector and all sectors of economy. The actions initiated in this direction, like 
establishing industrial parks, Fab labs, etc., must be extended to the extent as to give the labor 
market of Georgia a new qualitative feature shortly.  
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Rajamangala University of Technology Srivijaya, Songkhla, Thailand 

 
 
Abstract 
TOURISM is one of the most important service industries for the development of Thailand in terms of 
economic development and social development. The number of tourists come to Thailand is increasing 
dramatically in every year, which is the good sign for country development and help to generate more 
income to the country. This research is a survey research, purposed to compare the information 
technology using behavior of domestic tourists and foreign tourists who traveled in Songkhla province. 
The researcher divided information technology using into four parts as type of information, text of 
information, source of information and problem of information users. This study applied structured 
questioner using 5 levels rating scale. The samples was selected by convenience sampling and 
calculated by Yamane formula (1973) as 400 samples and level of significance is 0.05. The data 
collecting was gathered in natural tourist attractions in Songkhla and consumed 6 months between July-
December 2014. The result of this study found that there are 2 parts that the domestic tourists and 
foreign tourists have different information technology using behaviors at statistical significance as 0.01. 
The study represented that the foreign tourists prefer to use text of information more than the domestic 
tourists while more domestic tourists faced with problem of information users than the foreign tourists. 
Furthermore, this research found that information technology using behavior of domestic tourists and 
foreign tourists in type of information and source of information are not different. 
 
Keywords: Behavior, Information technology, Domestic tourists, Foreign tourist. 
 
INTRODUCTION 
Tourism is one of the most important service industries for the development of Thailand in 
terms of economic development and social development. The number of tourists come to 
Thailand is increasing dramatically in every year, which is the good sign for country 
development and help to generate more income to the country. Moreover the increasing of 
number of tourists will help to create jobs opportunities for the local, encourage for new 
investments, and distribution of the income to local people.  
There are numbers of tourists travelling to Songkhla recently and trends to be more and more 
in each year. The number of tourist traveled to Songkhla during year 2011, are 4,024,499, which 
was 36.59% increased from year 2010. The numbers of Thai tourists are 2,862,201 (71.12%), 
and foreigner tourists are 1,162,298 (28.88%). These number can be classifies into 3,387,780 
travelers and 636,719 visitors, which equal to 44.44% increased from year 2010. Ministry of 
Tourism and SportsDatabase. (2010) The purposes of travelling to Songkhla of both travelers 
and visitors are mostly for overlooking the natural attractions and tourists attractions which 
including islands, waterfalls, and lakes etc. In each natural tourist attractions are unique even 
though they are the places where natures are the same. Songkhla tourists attractions are of 
interest to both Thai and foreigners tourists, the tour information should be provided at the 
tourist site or the tourists should be received the travelling information before their trip or even 
during their trip which will be benefit for them and help to increase of repeating travelling. 
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However, in order to encourage and support the growth of tourist both in Thailand and overseas, 
it is crucial that the related government and private sectors must understand the information 
uses behavior of tourists to improve the information to suit with their habits and need of the 
users. Moreover, it helps to increase the potential of information providing service for tourists 
in Songkhla.This research is a survey research, purposed to compare the information technology 
using behavior of domestic tourists and foreign tourists who traveled in Songkhla province. 
There are four objectives included information uses, text of information, source of information 
and problem of information uses purposed to information technology development for tourism 
in the future. 
 
LITERATURE REVIEW 
In 2003, Department of Tourism. (2003) defined the meaning of tourism as “Tourism is the 
temporary travel that purposed for leisure or seeking the new experience. Furthermore, the 
traveler should not be forced to travel”. 
In 1999, P. Pongsaboot and W. Pongsaboot(1999)defined the tourism as the travel from the 
residence to other destination in temporary period and do not purpose on earn the income. 
UNWTO World Tourism Organization. (2015)explained that Tourism is a social, cultural and 
economic phenomenon which entails the movement of people to countries or places outside 
their usual environment for personal or business/professional purposes.Tourism is defined as 
the activities of persons who "travel to and stay in places outside their usual environment for 
more than twenty-four (24) hours and not more than one consecutive year for leisure, business 
and other purposes not related to the exercise of an activity remunerated from within the place 
visited."WTO World Tourism Organization. (2014) Tourism is acknowledged by the World 
Tourism Organization that tourism is the fastest growing economic sector, bringing foreign 
exchange earnings to countries and creating jobs. Jobs are not only created directly in tourism 
but in related industries, for example in construction. Much tourism development occurs in 
developing countries, bringing economic opportunities to local community. 
Tourism is one of human activity, to unwind from their routine activities. It is the traveling from 
one place to another place in some period of time; the purposes are for leisure or knowledge, or 
for business purpose. Travelling can create new experiences and relationship during the journey 
and while staying in different places. 
In present day, Thai government emphasize to tourism industry. The government allocated 
9,290 million Baht to buildup tourist confidence both domestically and abroad, promote the 
image of Thailand and organize marketing activities, including creation of a good image among 
tourists (The Bureau of the Budget, 2011). The government expects to earn tourist revenue of 
about 970,000 million Baht based on the projection of 22.3 million tourists (A. 
Watthanakuljarat, 2015).The government incorporates tourism as part of the major strategy for 
national development based on 2 major assumptions: 1) Tourism is a source of foreign exchange 
contributing to stimulation of the economy; and 2) Tourism is a labour intensive industry (The 
Tourism Authority of Thailand, 2012). 
The promotion of tourism helps spread revenue to the workforce and reduce poverty among 
low-income families according to National Account Data and Thai Tourism Satellite Accounts 
prepared by World Travel and Tourism Council) (Bank of Thailand, 2010). The reported data 
indicate an important role of tourism. That is, the proportion of foreign tourist revenue to GNP 
has been growing year by year during the period from 1996 to 2012, accounting for 8.6% of the 
GNP (S. Tulyasathian, 2014). Tourism plays a prominent role in Thailand’s economy. Tourist 
revenue contributes to economic growth and generates employment, thus boosting per capita 
income and enabling the government to collect more tax revenue due to increases in the quantity 
of money in circulation.  
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Tourist within the meaning of the League of Nations which was defined in 1937 are the person 
traveling in any country which is not a country that lives on a regular basis for at least 24 hours 
and Boonlert J. (2005) have added the meaning of tourists in the following: (1) those who travel 
for relaxing their mind or health (2) those who travel for meeting or business purpose (3) those 
who travel for business trading and (4) those who travel with the ship and enjoy the scenery 
even stay less than 24 hours.Later in 1963, the United Nations has defined the definitions of 
tourists as “Foreign Visitor”, which refers to individuals who travel to a particular country and 
non-permanent residents with the purpose not to go to work or earn money. Foreign Visitors 
can be classified into two types: (1) Foreign Visitors (2) Foreign Tourist.  
Thailand Tourism Act (1979), section 4 has defied the meaning of tourist as an individual who 
travel from their local residence to other place in temporary stay and in order not to work or 
earn money.Literatures in which related to information uses behavior of consumers will related 
to philology theory/inspiration methodology that embedded in the motivation theory and related 
to individual need. It is a method of economic of information theory which established by 
George J. Stigler. (1961) and James R. Bettman. (1979) found that the tourists would be 
perceived the cost and benefit they will gain once they search information. The information will 
be used to evaluate their choices as an alternative to achieve their goal. 
Information uses behavior of tourists by Ajzen, I. &Fishbein M. (1980) which is a model of 
attitude theory that is widely used for predicting behavior, has been found to be indirectly 
related to information search behavior. This theory proposes that attitudes towards behavior, 
subjective norms, and perceived behavioral control are all indirectly related to behavior via 
behavioral intention. To clarify, the best predictor of a person’s behavior is their intention to 
perform the behavior. 
External information search behavior of tourists have to begin with the understanding of 
information and communication technology (ICT) and electronic business (e-Business) which 
affect to the tourism industry, the cause of the revolution of tourism industry and have a directly 
impact on Travel intermediaries, (Arunee I,2008).  Peter O'Connor. (2011) found that traveler 
used technology widely by using computer, notebook, and mobile phone. Moreover, it is clear 
that tourists use the technology more creative way by using to search for information to make 
their travelling plan, booking travelling trip which is very convenience. Kingkeaw P. (2011) 
found that the format of information published in which Thai tourist trend to use a lot are books 
and photos. The problem of using information in Thai tourist does not know how to use some 
published or when it is in foreigner language. Woraluck T. (2015) found the problems of using 
tourist information sources are: (1) The tourism information provided are not enough (2) No 
time to find travel information (3) Do not know where to find travel information (4) Source of 
information is far away and not convenience to find and (5) Tourism information does not 
match the demand.Information systems are a key component to assist travelers in finding the 
information and useful while their travelling. It is clear that travelers are using the technology 
that is being developed in more creative way by use the information to make their plan and 
booking for their trip.  
 
RESEARCH METHOD 
Survey Instrument 
The participants of this study are tourists who travel to Songkhla both Thai and foreigner. The 
research instrument is structure questioner divided into 3 parts as (1) general information of the 
participants (2) 5 sections of the information uses behavior as type of the information, text of 
the information, source of the information, language, and problem of information uses. The 
questionnaire is rating scale divided into 5 levels as 1 = least, 2 = less, 3 = moderate, 4 = high, 
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and 5 = highest. In the reason to selected the appropriate and classify the accurate variable, 
there was pre-test to 20 tourists to considered and applied the result. 
Sample Description 
According to the survey of 400 tourists, the result revealed the domestic touristsare 50.8 percent 
and foreign tourists are 49.3 percent. 24.5 percent ofthe domestic tourists aged 27-35 years and 
12 percent aged 36-44 years, whilst 24 percent of foreigner tourists aged 27-35 years and 11.3 
percent aged 36-44 years. The education level of most domestic tourists is college graduate 
(20.5 percent), some college 14 percent, and high school 10.3 percent respectively. The 
education level of most foreign tourists is college graduate or 20.8 percent, high school 12 
percent, and some college 10.8 percent. The study found that 16.8 percent or most of the 
domestic tourists work as staff, 13.5 percent is student, and 11 percent is businessman, whilst 
15.8 percent of the foreign tourists work as staff, work as student 10.8 percent, and work as 
businessman 9 percent respectively as shown in Table 1.  

 
 Table 1 

Profile of sample 
                                                                                                        n  = 400 

Variable 
Domestic tourists 

(n =  203 ) 
Foreign tourists 

(n = 197 ) 
 Number (%) Number (%) 
Gender     
       Man 95 23.8 111 27.8 
       Woman 108 27.0 86 21.5 
Age     
       18 - 26 22 5.5  6 1.5 
       27 - 35 98 24.5  96 24.0 
       36 - 44 48 12.0 45 11.3 
       45 - 53 18 4.5 16 4.0 
       54 - 62 9 2.3 16 4.0 
       63 - 66 8 2.0 18 4.5 
Level of education     
       Some high school 17 4.3 9 2.3 
       High school 41 10.3 48 12.0 
       Some college 56 14.0 43 10.8 
       College graduate 82 20.5 83 20.8 
       Post-graduate 7 1.8 14 3.5 
Occupation     
       Students 54 13.5 43 10.8 
       Staff 67 16.8 63 15.8 
       Official 23 5.8 30 7.5 
       Businessman 44 11.0 36 9.0 
       Housewife 8 2.0 8 2.0 
       Another 7 1.8 17 4.3 

 
Data analysis 
Statistical analysis was performed with SPSS 17.0. The results was presented and discussed 
separately for the two sections of the questionnaire. The research result was divided into four 
sectors: information uses, text of information, Source of Information and problem of 
information uses.The reliability of the questionnaire was at 0.95, measured by Chronbach's 
coefficient alpha. The t-tests were used to analyze the differences between domestic tourists 
and foreign tourists. 
 
RESULTS 
Section 1: Information Uses 
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The result compared information technology using behavior between domestic tourists and 
foreign tourists in Songkhla Province and revealed that there is no different behavior between 
domestic tourists and foreign tourists to use information technology. Nevertheless, there are 3 
different behaviors between domestic tourists and foreign tourists (1) foreign tourists use 
general journal and magazine more than domestic tourists (foreign tourists M = 3.27, domestic 
tourists M = 3.14; scale; 1 = not at all 5 = often) (2) foreign tourists use brochures more than 
domestic tourists (foreign tourists M = 3.44, domestic tourists M = 3.18) and (3) foreign tourists 
use television/VDO more than domestic tourists (foreign tourists M = 3.14, domestic tourists 
M = 3.14) as shown in Table 2. 
 

Table 2 
Information Uses 

 
 

Variable 

Domestic tourists 
(n =  203 ) 

Foreign tourists 
(n = 197 ) 

 
     t-value 

Mean Std 
deviation 

Mean Std 
deviation 

Book 2.94 .882 3.06 .929 -1.325 
Academic report 2.87 .987 2.88 1.038 -.062 
Academic journal 2.97 .985 2.89 1.119 .780 
General journal and magazine 3.14 .930 3.27 1.197 -1.179* 
Brochures 3.18 1.057 3.44 1.184 -2.357* 
Newspaper 3.10 1.053 3.34 1.165 -2.176 
Photo 3.32 .991 3.20 1.155 1.137 
Movie 3.00 1.022 3.15 1.032 -1.385 
Television/VDO 3.14 .990 3.14 1.107 -.040** 
Map 3.28 1.002 3.40 1.053 -1.170 
Online database 3.30 1.058 3.20 1.194 .866 
CD/DVD 2.99 1.078 3.07 1.134 -.730 
Internet 3.71 1.067 3.96 1.190 -2.214 
      
Notes: Scale: 1 = Not at all, 5 = Often; α = 0.51; *p< 0.01; **p< 0.05 

 
Section 2: Text of Information 
The result found that there is no different between domestic tourists and foreign tourists to use 
text of information except 2 variables (1) the foreign tourists use Accommodation information 
more than domestic tourists (foreign tourists M = 3.74, domestic tourists M = 3.41) and (2) the 
foreign tourists use Security and ask for assist more than domestic tourists (foreign tourists M 
= 3.53, domestic tourists M = 3.41) as shown in Table 3. 
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Table 3 
Text of Information 

 
 

Variable 

Domestic tourists 
(n =  203 ) 

Foreign tourists 
(n = 197 ) 

 
     t-value 

Mean Std 
deviation 

Mean Std 
deviation 

Location 3.55 .902 3.76 .938 -2.278 
History 3.60 1.021 3.47 1.043 1.249 
Tourist attraction and route 3.54 .961 3.44 1.017 1.014 
Map 3.29 .928 3.45 .917 -1.747 
Accommodation information 3.41 1.008 3.74 1.097 -3.109* 
Local product/Souvenir 3.40 .914 3.54 1.095 -1.381 
Restaurant 3.60 .977 3.95 .981 -3.610 
Travel information 3.65 .863 3.82 .900 -2.008 
Tourist activities 3.46 1.068 3.77 .955 -3.042 
Tourist expenses 3.52 .835 3.58 .904 -.707 
Security and ask for assist 3.41 .942 3.53 1.136 -1.142* 
      
Notes: Scale: 1 = Not at all, 5 = Often; α = 0.51; *p< 0.01; **p< 0.05 

 
Section3: Source of Information 
The result revealed that there is no different between domestic tourists and foreign tourists to 
use Source of Information whereas 6 variables (1) domestic tourists use library more than 
foreign tourists (domestic tourists M = 3.11, foreign tourists M = 2.93) (2) domestic tourists use 
Tourism Authority of Thailand more than foreign tourists(domestic tourists M = 3.48, foreign 
tourists M = 3.19) (3) domestic tourists use Tourist Information Center more than foreign 
tourists (domestic tourists M = 3.45, foreign tourists M = 3.29) (4) foreign tourist use Specialist 
more than domestic tourists (foreign tourists M = 3.37, domestic tourists M = 3.22) (5) foreign 
tourist use Convention more than domestic tourists (foreign tourists M = 3.40, domestic tourists 
M = 3.28) and (6) foreign tourist use Internet more than domestic tourists (foreign tourists M = 
3.76, domestic tourists M = 3.60) as shown in Table 4. 
 

Table 4 
Source of Information 

 
 

Variable 

Domestic tourists 
(n =  203 ) 

Foreign tourists 
(n = 197 ) 

 
     t-
value Mean Std 

deviation 
Mean Std 

deviation 
Library 3.11 .950 2.93 1.090 1.804** 
National museum 3.21 .970 3.09 1.098 1.164 
Tourism Authority of Thailand 3.48 1.002 3.19 1.184 2.646** 
Tourist information center 3.45 1.020 3.29 1.243 1.355* 
Personal property 3.35 .971 3.45 .894 -.985 
Family 3.54 .919 3.70 .920 -1.724 
Specialist 3.22 1.092 3.37 1.055 -1.386 
Newspaper 3.11 1.028 3.18 1.076 -.659 
Radio 3.05 1.011 3.12 1.112 -.589 
Television 3.29 1.029 3.37 1.191 -.719* 
Convention 3.28 .986 3.40 1.163 -1.162* 
Internet 3.60 1.026 3.76 1.174 -1.410* 
Notes: Scale: 1 = Not at all, 5 = Often; α = 0.51; *p< 0.01; **p< 0.05 

 
Section 4: Problem of Information Uses 
The result revealed that there is no different between domestic tourists and foreign tourists to 
encounter with problem of information uses whereas (1) domestic tourists encounter with Don’t 
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know where to get informationproblem more than foreign tourists (domestic tourists M = 3.03, 
foreign tourists M = 2.86) (2) domestic tourists encounter with Do not understand foreign 
language (Do not understand English) problem more than foreign tourists (domestic tourists M 
= 3.06, foreign tourists M = 2.95) and (3) domestic tourists encounter with Lack of optional 
language problem more than foreign tourists (domestic tourists M = 3.14, foreign tourists M = 
3.07) as shown in Table 5. 
 

 Table 5 
Problem of Information Uses 

 
 

Variable 

Domestic tourists 
(n =  203 ) 

Foreign tourists 
(n = 197 ) 

 
     t-
value Mean Std 

deviation 
Mean Std 

deviation 
Don’t know where to get information 3.03 .959 2.86 1.132 1.590* 
Don’t know how to use printed 
materials, such as reference index or 
abstract 

3.10 1.041 2.86 1.079 2.317 

Don’t know how to use information 
from databases 

3.06 1.161 2.98 1.235 .662 

Unnecessary details of information 3.05 .991 2.91 1.051 1.426 
Unwanted information or inaccurate 
information 

3.14 1.039 2.84 1.116 2.740 

The information did not up to date 3.28 1.097 2.73 1.168 4.900 
Insufficient source of information 3.26 1.056 2.95 1.080 2.873 
No information center/receive 
inconvenience service from 
information center 

3.21 1.084 2.96 1.097 2.270 

Do not understand foreign language 
(Do not understand English) 

3.06 1.003 2.95 1.131 .981* 

Lack of optional language 3.14 1.251 3.07 1.107 .608* 
Notes: Scale: 1 = Not at all, 5 = Often; α = 0.51; *p< 0.01; **p< 0.05 

 
DISCUSSION 
Analysis of the study comparison of information technology using behaviors of domestic 
tourists and foreign tourists in Songkhla can be discussed as follow; 
(1) The comparison between domestic tourists and foreign tourists found that there is no 
different behavior to use information technology. Both domestic tourists and foreign tourists 
use information technology to reach tourism information because they satisfy in information 
technology according to KristsadagornChoolamad (2013) explained that find and perceive 
tourism information from print media because it is convenient to obtain and they could carry to 
their trip. 
(2) There is no different between domestic tourists and foreign tourists of Text of Information 
uses behavior. The content and detail are the factor influenced to tourism information need of 
the tourists that according to NetnaphaKongngam (2008) studied Exposure, uses and 
gratifications of tourists in Chiang Mai Province toward information about Thailand on the 
internet” and the result revealed that user satisfaction depends on the level of content represent 
in the media that could response the user’s need. 
(3) Source of Information use behavior of domestic tourists and foreign tourists is difference. 
The experience of information technology using of foreign tourists affected to reliable the 
source of information. The result according to NumtipTrakumaykee (2016) mentioned that the 
experience of technology influenced to information need in mobile device because it could 
motivate learning need and appeal the sensation. Source of information affected to the 
motivation and response of users. 
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(4)There is no difference between domestic tourists and foreign tourists of Information Uses 
Problem. The domestic tourists encountered with Don’t know where to get the information, Do 
not understand foreign language (Do not understand English), and Lack of optional language 
that according to Tourism Authority of Thailand.  
(2014) reported that the strategies and planning of marketing information by prepared 
guidebook and various information targeted foreigners such as brochure, leaflet, signboard, and 
website are the significant factors that could motivate the foreign tourists. Flurry Analytic 
(2012) explained that the information preparation for mobile device and tablet are increasing 
and behavior of using mobile device while travel is increasing. Therefore, to provide the tourism 
information to foreign tourists is very significant and necessary. 
 
CONCLUSION AND SUGGESTIONS 
This research presented 4 significant subjects; (1) domestic tourists and foreign tourists have 
no different behavior to use information technology, most of the tourists prefer to use internet 
to plan their trip and determined to select their travel by comparing the tourist information from 
internet and purchase tourist service from website (2) domestic tourists and foreign tourists 
have no different behavior to use text of information, text of information that the tourist often 
use is restaurant, the main reason is to booking or purchase online service because they could 
found the affordable price and they could plan the appropriate time and places (3) domestic 
tourists and foreign tourists have different behavior to use source of, both of them prefer to use 
internet and website to search tourist information because there are a lot of information, 
convenient to purchase online service, and they could determine their trip by themselves and(4) 
Both domestic tourists and foreign tourists encountered with problem of information uses, most 
of the tourists encountered with lack of tourist information source and insufficient of tourist 
organization that provide information and service related to tourism. 
Therefore, the related tourism organization should assign the role and proactive management 
to offer appropriate tourist information service. In addition to, the tourism data should be 
obvious, accurate, interesting, and up-to-date included publishing the information of tourist 
attraction and restaurant to public.Furthermore, local government agencies such as Provincial 
Administrative Organization, Subdistrict Administrative Organization, City Municipality, 
Town Municipality, and Sub-district Municipality should prepare tourism management 
included prepare to support the increasing of the tourists by link information of tourist 
destinations, route and direction, and transportation to the Tourism Authority of Thailand 
information.  
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Abstract  
In the work we have considered the role of professional education and its significance concerning the 
human capital development and the inclusive economic growth under the modern globalization 
conditions. We have underlined the role of education in general and the processional education in 
particular, having the special social-cultural phenomenon’s role. The main problems and challenges 
existing in the field in Georgia are also enlightened. We have documented that in the modern “century 
of education” right at the level of professional education system functioning, orientation towards the 
quality, labor market demands  it depends on the human capital development, qualitative perfection of 
the working potential, use prospective and finally, the society’s development, perfection of the working 
life, improvement of living standards, economic and social progress. 
 
Keywords: professional education, knowledge, human capital, economic growth, development. 
 
Unfortunately, in the epoch of modern globalization, the key priorities of the country’s 
economic policy are still unemployment and poverty overcoming. Despite comparatively high 
rates of the reforms and economic growth, implemented in the country during the last years, the 
most part of the population has not improved its living conditions yet.  Moreover, undeveloped 
labor market in the country, non-effective employment and high level of unemployment have 
significantly affected the poverty level and scope, have created many social-economic 
problems. “The poverty scale and acuteness still stay the serious challenges”. According to the 
UNDP research held in 2012, 70% of the population is socially and economically unprotected 
[17]. The analyses held during the last 10-15 years, prove this. In 2005 54.9% population lived 
under the poverty level [6-p.64]. In the next period, from 2006 to 2015 inclusive according to 
median consumption indexes 60% and 40% indexes 22,1% and 9,1% (comparative poverty) 
accordingly, based on the data from social service agency of the ministry of labor, health and 
social protection of Georgia, share (376 776 persons) of population being under in 2000-
2015yy. The poverty level, i.e. those getting the gratuity (registered poverty), towards the 
average annual population number (3 713 700 pers.) increased from 10.1% (2015) to 12.4% 
(2016) [18]. True, “the results we got due to the economic growth could not significantly 
overcome the poverty. During the last decades, the poverty index stays almost unchangeable” 
[10-p.75]. Moreover, the labor market cannot provide: rational use and development of labor 
potential; optimal ratio for working power demand-supply; protection of social justice 
principles; creation of equal conditions for job-seekers; development of social partnership 
development; equal rights for labor; formation of social protection mechanisms. Proceeding 
from this we can conclude, that at the current stage of labor market formation the most 
significant feature is labor potential formation and human capital development. This is proved 
by the state bodies discuss at the moment the three main problems concerning the economic 
development of the country; low competitiveness of the private sector, undeveloped human 
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capital, limited financial recourses [10-p.25]. Right because of these problems in Georgia the 
investments are increased and this is the main impeding factor. Professional training system, 
oriented at labor market demands does not exist and its low level conditioned the low rating of 
Georgia when the world economic forum published the global competitive indexes (93-th place 
according to the educational quality, part of higher education and re-training).  
The mentioned show clearly, that at the current, the significant factor for the country’s stable 
economic development, long-term inclusive economic growth and increase of the population’s 
well-being level is human resources development, which is impossible without formation of the 
civilized labor market and development of professional training system, oriented on its 
requirements. The latter should provide formation of physical, intellectual, moral skills of 
people, increase of their competitiveness in the local as well as in the foreign market, working 
life quality and finally, the significant improvement of living conditions. That’s why currently 
in Georgia the educational problems became subject of discussion not only among the branch 
specialists and the proper state bodies, but even the church: “we lack deep knowledge”, “we 
should seek for deep knowledge”, “it is not enough to have surficial knowledge”, “without 
knowledge and deep thinking Georgia will not survive”, “I reckon we should pay attention to 
the analytical thinking” 1-p. 3] and other. According to the government’s social-economic 
development strategy, “the education is the fundamental factor for development and without 
investment in human capital, it is impossible to achieve the economic development. Only strong 
and socially just educational system can provide the country’s social, cultural and economic 
challenges solving” [10-p.40]. The issue actuality is conditioned by the fact, that “based on the 
global competitiveness report in 2013-2014, Georgia was on 105 place according to the 
“educational system quality” and on 130 place according to “availability of research and 
training services” [10-p.43].  
In Georgia great attention was always paid to the education in general, especially the 
professional education problems. The Georgian writer, poet, public person Ilia Chavchavadze 
studied the country’s challenges concerning the social, economic and political situation in the 
second half of the XIX century and he noted, that “the education, studies, knowledge is the only 
mean for our live improvement” [2-p.128]. Moreover, he thinks the main reason the country is 
backward, poor and undeveloped, is the deficit of knowledge, which becomes actual in the 
epoch of globalization. In the modern society totally new relationship system is being formed, 
where the educational field is the significant factor of drawing up the new principal approaches, 
new development ideas and intellectual potential development. Moreover, during the last 
period, current world social, economic, political events once more prove the necessity for the 
world population and the whole society - to study during the entire life period. This gives the 
country possibility to successfully react on global social-economic changes, events. That’s why 
from the year 2005 in Georgia we began the educational system reform and the new stage of 
development deemed the key priority. As a result, changed were its management, financing, 
quality management models and its structure as a whole. From 2013 for the economic 
development special role and significance was awarded to professional educational system. 
Today the Georgian state strategy for social-economic development recognizes the main factor 
working power oriented on labor market demands, human capital development, inclusive 
economic growth  [10-p.40]. Accordingly, planned is further realization of “the concept of 
studying during the whole life”1, giving a person possibility to use the new technologies, perfect 
the social relations, create equal conditions and significantly improve working live. From the 
human capital development standpoint very important is the professional education reform and 
the state strategy, worked out for it. There are “the priorities and goals, implementation of which 

                                                 
1 The mentioned concept realization is mandatory and is implemented in Georgia together with the EU, according 
to jointly drawn up plan of November 14, 2006. 
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according to concrete plan should favor the human resources stable improvement (development 
of capabilities and potential, possibility to get employed or self-employed, profit and self-
realization achievement) and satisfaction of current or future requirements of the labor market 
help to decrease the poverty and increase the social economic development of the country“[11-
p.3].  
Proceeding from this, the strategy concrete goals were defined as follows:  

 formation of flexible professional educational network according to the proper to the 
labor market demands, which would provide high quality competences for the 
population economically active in future, training the competitive staff for the local 
and international labor market; 

 for each level of the population the professional and personal development possibility 
provision, their training for employment and self-employment, or prospective of 
career stable development and self-realization; 

Accordingly, the key priority of the strategy is “the professional educational system regulating 
improvement, strengthening the educational capabilities of the institution, based on the modern 
economic demands” [11-p.4]. Moreover, the Georgian government reckons it priority to form 
the quality and available educational system at all educational stages (general, professional, 
higher). Despite this, at the general, professional, higher educational stages in Georgia there are 
still important problems and challenges, requiring deep analysis and assessment. The proof is 
that according to the general educational level Georgia is on 40-th place among 187 world 
countries, having index 0.787 and according to the quality stays long behind the developed 
countries, including the post-soviet ones (see tab. 1) 
 

Table 1 
Rating of some world countries according to the education level index [13] 

country index rating 
Estonia 0,874 11 
Lithuania  0,868 12 
Belarus  0,834 20 
Latvia  0,806 31 
Russia  0,806 32 
Ukraine 0,799 36 
Georgia  0,787 40 

 
As for the professional educational system itself and its modern situation, we think it would be 
purposeful to analyze separate indexes. In particular, in 2005-2006 in Georgia the number of 
professional educational institutions was 153 (among them 86 state and 67 private). In 2014-
2015 the number decreased to 140, and in 2016 - to 120 entities (38 public, 82- private). In 
2005-2006 academic year state and private secondary professional educational institutions has 
28 395 students, in 2015-2016 academic year the number was 15 639 (see tab. 2). 
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Table 2 
General indexes of professional education in Georgia in 2013-2016 [18, 19] 

indexes 2013 2014 2015 2016 
ed

uc
at

io
na

l  
in

st
itu

tio
ns

 

total 104 140 140 120 
public 29 35 35 38 
private 75 105 105 82 
including     
general education institutions 7 7 11 11 
professional colleges 50 67 51 35 
public college 24 47 50 48 
higher education institutions 23 19 28 26 

number of students enrolled 21045 16182 16773 15639 
number of alumni  10790 10810 11728 9943 
number of teachers 2126 2808 3793 3642 

 
As we can see, in the secondary professional educational institutions during the mentioned 
period the general number of students has significant decrease tendency. As for the higher 
educational institutions, who implement students enrollment for professional educational 
programs, their number during the last two decades has decreased significantly and for the year 
2015 it was 28 (15 public and 13 private) , and in 2016 – 26 entities (including 15 public and 
11 private). Among the general educational institutions in 2016 professional trainings were held 
in 10 private and only 1 public institutions. During the last years the number of professional 
and public colleges was decreased too. In the end of 2016 in Georgia there were 25 private and 
10 public professional colleges. Thus, 35 entities, which is 16 entities less compared to the 
previous year, and 32 entities less compared to the year 2014. As for the public colleges, their 
number in 2016 compared to the previous year was decreased only by 2 entities and was 48 (36 
private and 12 public). As the analyses show, no significant development of the activities of 
professional educational institutions was shown. Separate researches show, that the mentioned 
study form is not yet actual in the society. 
Generally, the research of the existing problems has shown us, that there are other serious 
challenges in the system of professional education:  

 insufficient, low level of the professional educational institutions development, not 
oriented on the labor market demands; 

 problems connected with the management effectiveness; 
 low level of material-technical basis, equipment; 
 non-existence of training for teachers in professional education, their qualification 

enhancement, further development; 
 difficulties concerning recognition of the alumni qualification in the local as well as 

in the foreign level; 
 less trust of the employers towards the professional qualifications; 
 low prospective of employment for the alumni; 
 low level of financing, problems with target and rational use of financial means; 
 less attractive and prestigious professional education among the population, etc. 

Significant effect on the general level and quality of professional education has the existing 
financing g system, which mainly is being implemented using vouchers and grants [12, p.5]. 
Other additional financing sources are stipulates in the administrative expenditures, the 
financing can be implemented also within the infrastructure development or other concrete 
goals. Analyses of different aspects for the educational system’s flexibility and effectiveness of 
financing show, that the mentioned system cannot provide optimal and rational use of financial 
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means. This is shown in the unjust allocation of financial means among the institutions, certain 
part of sums is spent non-effectively. Infrastructural development of the institutions cannot be 
implemented taking into the account their necessity.  The institutions have no possibility to 
develop and offer quality studies and the main is that the educational institutions often have no 
sufficient sums to effectively manage the study processes, improve the study quality. This can 
be seen also in the fact, that in 2014-2015 Georgia had very low rating (119 place) among the 
world 153 countries according to the expenditures spent on education (see tab. 3).  
 

Table 3 
Rating of some world countries according to the expenditures for education  

(in % to GDP) [13] 
Country Index Expenditures (%) 

Moldova 9,1 5 
Kirgizia  6,2 25 
Estonia  5.7 41 
Latvia  5.7 42 
Lithuania  5.6 46 
Ukraine  5.3 57 
Belarus 4.5 83 
Bulgaria  4,4 89 
Romania 4,3 92 
Russia 4.1 98 
Tajikistan  4,0 100 
Georgia  3.2 119 

 
During the last decade in the country for education out of Gross Domestic Product cost on 
average was spent 2,9-3,0% (3,2% in 2014, 2015), when the average European index is 5,0-
6.0%. For comparison, in different countries of the world the index is as follows: Cuba 12.9%, 
Denmark 8.7%, Norway 7.3%, Belgium 6.4%, France 5.9%, Israel 5.8%, Great Britain 5.6%, 
USA 5.4%, Switzerland 5.4%, Hungary 5.1%, Poland 5.1%, Spain 5.0%, Canada 4.8%, 
Germany 4.6%. As for the budget assignations, education, science and professional training, in 
total in 2016 from budget the sums was 9.08% (including professional education expenditures 
3.04%) [20], the average European index is 11.0-12.0%. Despite the fact, that in the reforms 
period the financing mechanism was changed to some extent, it needs serious re-assessment, 
which is proven by modern scientific-research opinion. “Both parts of the problem (investments 
put in humans are useful and necessary for the economic growth and social achievements) are 
very actual for today’s Georgia, because during the last 3-4 decades the situation is worsened a 
lot: catastrophically declines the educational level, deficit of highly professional staff is almost 
in all the fields, so it is necessary to set the education and science financing principle“ [3-p.40]. 
With purpose of human potential development assessment, we reckoned it purposeful to 
introduce the human development index trends (/HDI/) [14] and analyze it. As you know, it is 
combined index, characterizing human development for separate countries and regions of the 
world, the United Nations Organization (UN programs) (according to UNDP), its value from 
2010 based on the new world practice methodology is calculated based on three main indexes. 
The indexes are: 1. life duration LEI, calculated taking into the account average life duration 
and minimal life duration; 2. education index EI (including 2.1 study average index) 3. incomes 
index – calculated – income per capita II, showing the GNP-s actual value per capita, according 
to the buying ability parity. Then they find average value of the indexes (average geometric 
value HDI = (LEI*EI*II)1/3) which expresses the rating of the proper country in the world. Thus, 
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from the year 2011, Georgia according to the index (0,749 was the high level developed 
countries) and out of the 187 countries of the UN countries was at the 75 place (see table 4). 
 

Table 4 
Human Potential Development Index (HPDI) and its components in Georgia  

in 2000-2015 and its rating [15] 
 Life expectancy 

at birth 
Expected years 

of schooling 
Mean years of 

schooling 
GNI per capita 

(2011 PPP$) 
HDI value 

2000 71,8 11,7 11,7 3407 0,673 
2005 73,2 12,6 12,1 5027 0,714 
2010 74,2 13,3 12,2 6530 0,742 
2011 74,4 13,4 12,1 7101 0,749 
2012 74,6 13,5 12,2 7810 0,755 
2013 74,7 13,5 12,2 8098 0,759 
2014 74,9 13,9 12,2 8670 0,768 
2015 75,0 13,9 12,2 8856 0,769 

 
Table 5 

Human Potential Development Index in Georgia according to the data of 2016 [18] 
indexes maximal value minimal value average value 

Georgia 
1.life expectancy at birth (year) 85 20 72.7 
2.1. average study duration (year) 13.3 0 12.2 
2.2expected study duration (year) 18 0 13.9 
3.Gross National Product  
income per capita according to the  
paying ability parity (US dollars)  

75000 100 9410.0 

 
HDI=(LEI*EI*II)1/3=0.777 

LEI=(LE-LEmin)/(LEmax-LEmin) 0.811 
EI=(MYSI+EYSI)/2 

MYSI=(MYS-MYSmin)/ 
( MYSmax-MYSmin) 

EYSI=( EYSI-EYSImin)/ 
(EYSImax –EYSImin) 

0.845 

II =(ln(GNIpc)-ln(100))/ 
(lnGNI(75000)-ln(100) 

0.686 

 
According to our calculations held using the new methodology, based on the 2016 data, the 
value of the human potential development index in Georgia is 0.777 (see table 5). Compared to 
the level of 2010 (0,742) it was decreased by 4,72%, and compared to previous year – increased 
by 1,04%. Despite the mentioned tendency, one can say, that value of the human potential 
development index (HDI) in Georgia is rather low, compared to the developed countries and it 
is lower than that of several post-soviet countries. (for example, in 2015 Latvia HDI -0,830, 44 
place; Russian Federation HDI – 0,804, 49 place; Belarus HDI – 0,796, 52 place; Kazakhstan, 
– 0,784, 56 place) [16]. Low value of the index is mainly conditioned on the educational level 
index. 
Generally, modern condition of the education and professional education system, specificity of 
its functioning, role and significance gives us the possibility to conclude, that the professional 
education itself is social-economic phenomenon with goals and tasks determined by the society 
and are expressed as the main factor of its development. It provides the development of 
responsibility sense in humans, deepening his capabilities, belief in his own and the future and 
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is accordingly the person’s main motive for action. The whole specter of the professional 
education should be presented as the united, integral, flexible, open and innovative target 
system of the educational programs, state standards, the educational institutions and the proper 
management bodies, which in the modern conditions provides the profound development of 
human resources, the civilized, progressive, reasonable public mentality formation.  
Proceeding from the above mentioned, we can conclude that the education, knowledge, 
intellect, the development of analytic and creative thinking skills in the modern society is the 
significant factor for human capital development, its competitiveness enhancement and finally, 
the success of the state. The study process should also favor this as well as the educational 
system democratization, study process humanization and internationalization.  
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Abstract 
Architecture in general manages the relationship between the construction and the human health. 
Throughout this article we will address the issue of tangible and intangible value of the urban space, 
like a delicate balance between art and science. 
When someone observes the city in general or a street in particular, will live an emotive experience 
between atmospheres and emotions. Art meaning is not a conscious perception, but addresses the 
intuitive apprehension. We could say that perception leads to the expression and the expression is 
essential for the perception. One “sees” and “interprets”, the other “represents”. 
The immaterial value of the street is a visual experience that subconsciously affects individual’s 
functions and emotions, we are talking about shape, colour, light, and shadow. For some people, the 
colour assumes a prominent role, balancing, signal, interpretive emotion associated to the shape and 
texture. For others, it takes on the role of exaggeration, excess, so its absence or colour uniformity are 
assumed as principal as the form and that is the immaterial role of the street. It is the way how we feel 
happy or sad. But at the same time buildings can improve our health and mood. 
The use of green design, and the correct use of architectural shapes, with efficiency, will improve our 
daily lives, at one side, increasing for example the ventilation, and creating new atmospheres.  With this 
methodology, we believe that it will be reduced illness among people who live inside of those buildings 
and among people who walk in the streets. On the other side, it will improve higher worker productivity. 
Architectonic Barriers are other design issues, that will improve or not health care, about all people 
who walk on a street or inside of a building. There are some techniques to encourage mobility, and with 
that, people will be healthier and happier. 
According Claudia Carol, in her article at Gensler On Cities website, by the year 2050, a staggering 70 
percent of the planet’s population will live in urban areas. Nowadays a strong relationship exists 
between the design of the built urban environment and public well-being. As a result, we may say that 
a good urban built environment will improve mental health and work productivity. 
A well-designed urban space can have a positive influence on people’s wellbeing, in general people 
inside of the city; they feel lonely all day, even when they are surrounded by millions of people. 
Architecture shapes, colours, textures and techniques of construction plays a huge role into the mental 
health. 
We can refer to Vitruvius and his tripartite model of the three elements required for a well-designed 
building: “firmitas” or firmness (health), “utilitas” or commodity (comfort), “venustas” or delight 
(happiness) 
As a conclusion, we intent to show how the inclusion of some of these elements can lead to better design, 
more effective policy and better outcomes. 
 
Keywords: Health, Architecture, Street, Mood. 
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ARCHITECTURE FOR WELL-BEING AND HEALTH 
The way the built environment is designed has an impact on our well-being and health and 
could have long-term effects on quality of life. There are many adverse physical health related 
problems that can be linked with architectural design such as poor indoor environmental quality 
that can be avoided through better and efficient architecture.  At the same time, human behavior 
has been found to be strongly influenced by context. According to Thaler & Sunstein (2010), 
choice architecture can “influence people into making better decisions in largely automatic, 
non-coercive and simple ways”. The current paper is a discussion of the link between the built 
environment and occupant health and productivity.  
The world health organization states that “Whether people are healthy or not, is determined by 
their circumstances and environment. To a large extent, factors such as where we live, the state 
of our environment, genetics, our income and education level, and our relationships with friends 
and family all have considerable impacts on health.” This declaration on determinants of health 
by the world health organization shows that health is not just about having access to medical 
services, but is also influenced by numerous other factors such as our built environment. The 
health of an individual is determined by not only by medical factors, but also the 
interrelationships between social and psychological environment.  The definition of health now 
includes how people function in society in addition to the biological and physiological 
symptoms. There is, therefore, a need to design our homes, neighborhoods and places of work 
with the aim of improving health and well-being as staying healthy in our homes and 
communities as reduces the increasing pressure on health services.  
Previously, there was little attention paid to the relationship between architecture and health as 
literature only focused on the requirements of designing healthy buildings. This has changed as 
there is increased awareness of the how environmental characteristics like overcrowding, noise, 
air quality and light can have on people’s health. The effects can be described as either direct 
i.e. impacting both physical and psychological health, or indirect i.e. brought about by social 
mechanisms (Evans, 2003). However, this essay focuses on well-being that is brought about by 
behaviors that contribute to flourishing societies i.e. how the built environment can enhance 
such behaviors. The following section discusses the five ways the built environment impacts in 
our well-being.  
The quality and quantity of social connections which includes being able to talk to and listen to 
family as well as strangers has an impact on well-being and physical health. When everyday 
public spaces are available, people can easily connect which makes it important for the well-
being of the individual as well as the wider community (Cattell, Dines, Gesler & Curtis, 2008). 
The key qualities for social space to be effective include; the location i.e. ease of access, and 
proximity to other communal resources that supports casual encounters; adaptability in that the 
spaces should not have a prescribed use so as to allow spontaneous activities; pleasantness by 
being clean and lively; specialness by having unique qualities and aesthetics. For example, a 
city that has pedestrian oriented can be said to have a sense of community as compared to 
another that has car-oriented spaces because a pedestrian environment has more opportunities 
for social interaction. Furthermore, qualities such as natural green and landscape are closely 
linked with numerous health benefits (Ward Thompson, 2011). According to Cattell, Dines, 
Gesler & Curtis (2008), “public spaces that brought people together and where friendships and 
support networks were made and maintained were key to a general sense of well-being.” 
Physical activities like walking as well as sports are closely associated with a reduced 
prevalence of chronic conditions, numerous diseases, and even premature death among the 
population. Some of the design characteristics that can increase physical activity among the 
population are, access to facilities like a sports complex and fitness equipment, convenience 
and proximity to infrastructure like shopping centers and schools, mixed land-use and 
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walkability, whereby pavements are convenient and safe. Although physical activity performed 
outdoors in a natural environment may have some additional benefits, exercising indoors can 
be equally effective (Pasanen, Tyrväinen & Korpela, 2014). Some design strategies that can 
enhance indoor physical activity are, availability of shared space for exercising, promoting the 
use of stairs by distributing activities over different floors, and creating attractive experiences 
like greenery and art along circulation routes.  
Taking notice which involves “being mindful of the present and being aware of thoughts and 
feelings” is also linked with reduced symptoms of stress, anxiety, and depression. Providing 
art, places with greenery, and landscaping are examples of design strategies that make people 
stop and take notice. A study by Kleinert & Horton (2016) revealed that different open spaces 
that combine green architecture and landscaping as well as the presence of more public spaces 
as compared to private space could lead to increased mindfulness.  
Research has shown that the physical environment in our homes and learning institutions is a 
mediating variable that influences our intellectual development. Parameters in the domestic 
environment include homes that are clean and neat, safe for children to play in, and have enough 
light and not monotonous. The level of interaction and dialogue is affected by the distance 
between individuals and the seating arrangement. For instance, people seated in a circle are 
more likely to converse more than those sitting adjacent to one another. When it comes to 
design, interior environments should be comfortable both physically and in temperatures, safe, 
with enough light, not noisy, and have clean air. Also, the design of the home should promote 
activities like engaging in art, music and evening classes through interventions such as 
soundproof rooms for practicing and playing music, and well-lit spaces for art.  
Lastly, there is evidence that pro-social behavior as opposed to self-centered behavior positively 
impacts on an individual’s happiness (Honold, Wippert & van der Meer, 2014). The presence 
of environmental stressors limits helping behavior which shows a link between physical 
environment and neighborhood social capital. It has been shown that people in urban 
environments tend to be less altruistic as compared to those in rural environments which is an 
indication that integrating green spaces and closeness with nature promotes well-being. 
Although the relationship between altruism and design parameters is not explicit, research 
shows that self-reported altruistic behaviors are more common in places where they combine 
both the positive environmental and physical aspects of space design i.e. they should be diverse, 
accessible, and of superior quality (Pasanen, Tyrväinen & Korpela, 2014). 
There isn’t a one size fits all solution that can ensure optimization of all human heath parameters 
or that the wider population will flourish. Designers have a responsibility to make sure that 
physical health variables, like the quality of air, are sufficient to avoid adverse effects on health 
while at the same time allowing design to promote positive health behaviors in the wider 
population. There are therefore a number of strategies that designers can use to ensure design 
allows humans control over their environment. Firstly, neighborhoods should be designed in a 
way that enhances or promotes healthy living and well-being. As noted some of the 
interventions to support this include, mixed-use development that support physical activity, 
provision of diverse public open spaces, and allowing close contact with nature through 
vegetation and other strategies.  
The 21st century has led to increasingly sedentary lifestyles hence encouraging some level of 
activity can improve cardiac health, reduce the prevalence of obesity and maintain general 
fitness. Individuals may take the initiative of joining gyms but the main goal is to achieve 
improvement in fitness for all. Designing story houses that require frequent movement up and 
down the stair as opposed to bungalow houses is one simple and effective solution. Story homes 
also increase housing density which frees up more space for other sustainable design 
opportunities.  Rassia (2017) reveals that going up a floor of stairs leads to 3.3% additional 
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energy expenditure can be achieved by getting off your seat 20 times in a day which is 
equivalent to a 10% increase in metabolic activity. At the same time the physically disabled and 
wheelchair users should also be accommodated by housing designs through accessible 
dimensions for circulation areas, setting window sills at heights that allow those seated to view 
the outdoors, allowing them control over their homes by setting electrical sockets, worktops, 
and handles either not too high or too low. However, these design considerations should also 
be done in a way that encourages wheelchair users and their caregivers to remain active.  
Indoor environment quality also impacts health and well-being. Natural light has many 
advantages over electrical light ranging from variability and efficiency to increasing the 
awareness and linking the individual to outside conditions. Buildings should be designed in a 
way that allows them to receive good daylight. The thermal design should also aim to create a 
comfortable and stimulating environment that also improves energy efficiency. Focus should 
be on the provision of sunny places people can access on cool days, ventilation that can cool 
down the building and principles of stack and cross ventilation such as staircases that are high 
enough to allow good air circulation. Spacious rooms allow us to feel free while the design of 
the space also impacts our sense of comfort. For instance, “participants were more likely to 
judge spaces as beautiful if they were curvilinear than if they were rectilinear” (Vartanian et.al 
2013). Finally, communities should have neighborhood allotments for growing fresh food, 
physical activity, and mingling. Reducing reliance on cars for running errands and avoiding 
packaging of food reduces the energy as well as other resources used and improves 
environmental sustainability.  
 
ARCHITECTURE DESIGN 
Architecture through design of form, space, and materiality offers an opportunity to create 
interactive settings of life that influence our relationships with each other as well as with the 
environment. It does this in a way that can lead to an improved sense of well-being, enriches 
peoples’ lives and also makes our leads to healthier and pleasurable lives. Design should aim 
to influence users into positive behaviors through the provision of a range of suitable stimuli 
for behavioral changes. Poor design of the urban environment leads to impoverished lives but 
successful architecture supports and promotes the identified five ways that enhance overall 
human well-being.   
 
THE ROLE OF A STREET 
A place reveals itself on its streets, and on its architecture layout, from pedestrians strolling 
during lunch time and in the end of the day, to performers entertaining tourists on sidewalks, to 
the bustle of local markets, and much more. 
Is it possible to have a building or a street or a city, that can make you happy, sad, or even 
angry? 
Over the years, the street has been understood as a place where buildings just line up, with 
shopping centres and various businesses taking place. 
The streets are taken good care of when they are first introduced, but are neglected over time. 
In some instances, it has been ascertained that the street has a river flowing at it’s end that have 
a beautiful tree lined cathedral, the trees have long been cut down and in their place stand ugly 
rotting stumps. The water in the river has turned black and is full of grime due to the pollution 
from upstream which in turn clogged up its flow. The local people have long given up on it’s 
clean fresh waters as no one cares anymore. 
Stern measures should be developed to enhance the appearance of the street, which can aim at 
having tourist attraction sites in a town, and also making the street beautiful and a place to 
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admire even by the community2. Despite the changes that have been found to be introduced and 
new buildings being built in diverse cities, researchers explain the fact that the street’s once 
smooth tarmac road and pavements were difficult to walk or drive on due to the crater like 
potholes that littered it’s entire length. In times, past at nightfall once businesses closed for the 
day, locals would turn the parking spaces into small neat stalls. It was easy to get a bargain at 
these stalls and this made most visitors to prefer shopping in the evenings. One could also enjoy 
a snack or meal under the evening sky from the open-air restaurants that lined up in the street. 
Street lights that once lit up the entire street had a few bulbs working giving long ghost like 
shadows to the poles that had no bulbs. It made evening strolls and shopping absolutely 
impossible, unless one fell ill or needed to make an emergency trip to the remaining few shops 
for a forgotten item. 
Therefore, the streets in various towns should be lighted up for effective operations even during 
the night, and increase security. Instead of having the stalls built in a city, shopping centres 
should be improved and the products and services offered at affordable prices, which can be 
managed by individuals from all classes. Despite the fact that there are some cases where 
individuals may prefer having funny stalls built by the road side, the government administrators 
should develop decisions aimed at reducing dirty areas in a city and its streets. The government 
administrators should also ensure that individuals working in various places around the street 
are given rules that can help govern how they present themselves, as they are supposed to dress 
modesty and serve their clients professionally, which will also change the appearance of the 
street even if there is no much improvement done on the building3. 
The various building in the street should also be renovated, and made to look more pleasing, 
which can make the community as well as individuals from other nations admire the street. The 
attraction will also lead to tourists visiting the nation, which will include government 
administrators from other nations who would like to adopt the same strategy in improving their 
streets4. All buildings should also undergo a critical deterioration audit so as to get the actual 
cost of their restoration in terms of expertise, manpower and materials. The process would 
involve removal of some buildings and construction of new ones while others would undergo 
major restoration5. This would be done with the help of various contractors as well as their 
employees that have been known in the nation to have the best products and outcomes of various 
operations. 
However, despite the fact that other nations may have the urge to improve their streets, stern 
measures should be implemented to ensure that the street keep improving continuously over the 
years, and will help even reduce cases of sicknesses related to dirty environment and 
atmosphere in a nation6.  
Therefore, various policies governing operations undertaken in street should be made available 
for all company managers, which will assist in improving the situation of the street. 
The street’s road and pavements should also be a concern and be in the list of priorities. The 
roads and pavements need to be improved with the local government’s involvement as this is 
their mandate. The process will be considered as a restoration, and will be done hand in hand 

                                                 
2 Jeannette A. Colyvas et al., 'Disentangling Effort And Performance: A Renewed Look At Gender Differences In 
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Clusters: The Smaller Firm The Better?', J Technol Transf 37, no. 5 (2012): 715-731. 
4 Zhong-Bin Zhang and Zhi-Ming Xu, 'Experimental Investigation Of The Applied Performance Of Several Typical Enhanced 

Tubes', Journal of Enhanced Heat Transfer 17, no. 4 (2010): 331-341. 
5 Ming-Han Lin and Chin-Tai Chen, 'Study Of Thermal Instability In Natural Convection Flow Over A Rotating Convex 

Surface', Journal of Enhanced Heat Transfer 12, no. 3 (2005): 259-272. 
6 Zhong-Bin Zhang and Zhi-Ming Xu, 'Experimental Investigation Of The Applied Performance Of Several Typical Enhanced 

Tubes', Journal of Enhanced Heat Transfer 17, no. 4 (2010): 331-341. 
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with the unblocking of the sewerage and drainage system and replacement of all water pipes 
with plastics as the old metallic ones have been ascertained to become rusty over time. 
Happy Street is a creative, intuitive and emotional approach, where people could find a simple 
and fast way to shape an experience and interact with them in real life. It is like a street with 
music or with colors. That it could be a good solution, to improve the aesthetic feeling, and 
happiness, to the people who visit the street. 
The street will improve an emotive experience across multiple contexts, and interaction 
moments. This greatly impacts people satisfaction and place loyalty. People feel happiness. 
We may say that; A place revels itself on its streets, on its memories and on its pedestrians, and 
all of this item are directly connected with the shape and the color of architecture. 
 
STREETS 
The street will improve an emotive experience across multiple contexts (Pinto et.al 2016), and 
interaction moments. Happy Street is a creative, intuitive and emotional approach, where people 
could find a simple and fast way to shape an experience and interact with them in real life. The 
use of a formal color, in a street, will bring you a certain emotion from your past experiences, 
because color is a visual experience that subconsciously affects individual’s functions and 
emotions. 
Colors are playing the vital role in the creative perception process as far as they can have the 
impact on the final impressions of people towards the architecture, in such way that people, 
don´t think about colors, but they interact directly with the buildings and with the street itself. 
They understand the spirit of the place, the memory of the past, and the heritage. The street 
could be more dynamic, just because of the use of colors. 
The use of color will input emotion in the expression process of understanding space and shape. 
Empathy will appear when we feel emotion, and it is defined by Worringer in the man's 
relationship principles and the outside world, as "sentimental projection." 
Scientist’s hypothesized that the color interact with people's hormonal systems to change their 
moods. 
Color is a visual experience that subconsciously affects individual’s functions and emotions. 
Color always has been applied since the Palaeolithic until today, in architecture. In the 
Palaeolithic, paintings, was made through pigments obtained directly from nature. In the 
Ancient Egypt, In architectural spaces associated with the cult of dead people and private 
houses from people with higher economic power. In the Greek time, In prestigious buildings 
with good quality materials like marble, creating chromatic contrasts, and murals. During the 
Gothic, was applied especially in large stained-glass windows, with intense and bright colors. 
In the Baroque, was assumed a prominent role, introduced the fantasy, fascination and 
exaggeration premeditated. And today, the color assumes a prominent role, balancing, signal, 
interpretive emotion associated to the shape and texture. For other takes on the role of 
exaggeration, excess, so its absence or color uniformity are assumed as principal than the form. 
Architecture suggests a mood to us, which we may be too internally troubled to be able to take 
up. 
Could be compared to the weather: a fine day can substantially change our state of mind -- and 
people may be willing to make great sacrifices to be nearer a sunny climate. 
If we could say that “Happy”, in architecture, could be something with a beautiful Layout or 
Shape, according the individual culture of a person, we will find in our past, that other 
architects, tried to define what it means “Beautiful”. 



PROCEEDINGS, 2017                                                                                                    ISSN 2500-9737 
_______________________________________________________________________________________________________________________________________________________ 

34 
 

For example, Vitruvius, and later Palladio, believed that people and society would be enriched 
by following the ideals of symmetry and proportion. Later the theory of Einfühlung or Empathy 
from its origin had numerous interpretations since Theodor Lipps (1903), Johanes Volkelt 
(1905) among others. 
The Einfühlung act presupposes "the general perceptive activity, which is not arbitrary but 
necessarily linked to the object" Empathy is defined by Worringer in the man's relationship 
principles and the outside world, as "sentimental projection". 
During our research, (Pinto et.al 2016), we found several different architects, that they use the 
color, as parto f the construction process. We could say, in our opinion, that Souto Mora, uses 
neoplastic language, where color and texture make you feel emotions. Tomás Taveira, apply 
the color as an element of fascination, causing sensations. The color is a constant in the work 
of this architect. It is treated as a construction element, such as brick or cement. The color is 
associated to the form, often provocative. It stimulates the senses. Causes the individual 
aesthetic opinion. It is an ally of Pop Art, in many of his works. You can not be indifferent. For 
Barragán color shows the character of the space. The emotion necessary to beauty implies the 
presence of light and color. The color and light are responsible for the transformation of spaces. 
And to Siza Vieira, colors takes advantage of achromatic surfaces. Purity of monochrome, leads 
us to the understanding shape through the shadows, light, and clean textures. White, as a 
mixture of all colors, is pushed to the limit in his work. 
If we think about the “Favelas”, in Brazil, and how many colors they use, to paint them houses. 
There, the popular culture, joins the musicality of rhythms and textures of the facades. Causes 
reactions of various stimuli. Pass the message: "We're here! “. 
The other option, to the use of colors, in a street, is when it applied, in buildings, like big 
drawings, with different subjects. Sometimes more political subjects, but other times more 
artistic subjects.  
With the use of the perspective drawings and colors with the application of elements of the 
involving area around the place, we will have a sensation of virtual reality. 
The observer has an aesthetics opinion. 
Walk in the street it will be exciting, and people should feel more and more happy, because 
colors interact directly with our mood. 
 
 THE MEANING OF COLORS 
We have done a research (Pinto et.al 2016), in the Street and we ask some questions to people 
who walk in the street, about the meaning for them mood, of some colors. 
We have done this research, to 200 people, from several countries, in Lisbon downtown. 
We was in Rua Augusta ( Augusta Street ) that it is one of the most well none, and touristic 
streets of Lisbon, that’s why we found several people from other countries, and we use them all 
to our research. 
We made 5 questions (Fig. 1), to people from 18 years Old, until 70 years Old (male and 
female). 
The questions was: 1- Colors can make us feel happy or sad?; 2- A street with colors in the 
buildings could means “Happy Street”?; 3- Do you agree that the read is the most happy color?; 
4- The green color is for you the most positive color?; 5- Could colors help you to understanding 
better the space and the shape of a building? 
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Figure 1. Resume of the answers about the meaning of colors. Research done in Lisbon 

Downtown, between 20 January and 20 February, 2016.  
Source: Luis Pinto, 2016 
 
We can conclude that the use of colors, will change our mood, according the opinion of 83% 
of people, but 35 % don’t know, or don’t have any opinion. 
About the idea that a street with colors in the buildings, it is a “happy street”, we can conclude, 
that for, 44%, the majority of people it is, but for almost the same percentage, 41%, it is not. It 
depends from the individual opinion about the meaning of the colors. 
About the use of red color, and the meaning of happy color, we found that, 40% , of people 
don’t agree that the red color means happiness, and only 32,5% agree with that opinion, but at 
the same time, the majority of people, 60%, agree that the green color is the most positive color. 
For the last question, about if colors could help to understanding better the space and the shape 
of a building, 50% agree, and 22,5%, don’t agree. 
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Abstract 
The article discusses the economic functions of a state during an unstable development. It analyses some 
governmental strategies of crisis prevention, such as adopting macroprudential regulations. The article 
investigates different economic mechanisms of country's control system, the role of society in the process 
of development and its' mental transformations during the economic liberalisation. It also discusses the 
influence of state's antirecessionary policy on the process of social-economic functioning, the role of a 
state in the process of forecasting and achieving the stable economic and political environment. The 
article argues that solving the crisis by the mitigation of risks of financial systems as a whole is the 
solution for successful macroprudential policies, which is the guarantee of an economic stability as it 
also created strong bases for economic evolution. Last, it proposes a strategy for successful 
implementation of macroprudential policy.  
 
Keywords: State regulation, Anti-crisis management, Macroprudential regulations, Antirecessionary 
policy, Political and economic system, Rationalization of the government's behaviour, Effective state 
management, economic stability.  
 
INTRODUCTION  
The modern trends of managing political and economic systems are derived from the long 
historical processes of forming the principles of governance, the political environment and the 
peculiarities of individual countries. These processes create different political ideology and 
social psychology, with the corresponding theories and the individual management of state 
governance. 
A state governance contains the activities of government agencies and officials for practical 
realization of the government's political direction (Tabatadze, 2011). The principles of this 
governance determine the legal, political and managerial approaches used by the state. 
According to the legal approach, the rule of law, protection of citizens' rights, equality and non-
discrimination system are the ideological conductors of the state’s civil servants. The political 
approach implies that the highest level governor should be the executor of the people and 
politically responsible before them. The managerial approach shows the state’s authority 
through an effective management of the country and realisation of its core values. 
The development process is objectively characterized by economic fluctuations. Their 
prediction, regulation and prevention is a state responsibility and one of its important economic 
functions. Modern integration processes and the economic liberalization weakened the process 
of balanced development of the world markets, resulting in their deformations and slowed down 
the development rates. This process led to the creation of the optimal management of these 
processes, the development of anti-crisis policies and the rational functioning of the government 
in the conflict environment (Tabatadze, 2016). 
Determining the role of a state in managing the crisis is a long evolutionary process, with 
different priorities and mechanisms. This process is now established as a part of the uniform 
system. Crisis regulation is the form of transnational character management function, which 
affects the general trends and regularities of world development. The modern integration 
processes promote a general scheme of crisis and a creation of a typical model of their state 
regulation (Tabatadze and Tsanava, 2009). 
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The multi-functionality of the government is also reviled in its social work, in providing social 
justice, in creation of state order and in protection of the people. Politics is the art of managing 
the state governments, state affairs and functions of government bodies. "The state governments 
have political content, if it involves interests of social groups, classes, nations, and masses. 
Politics always reflects certain interests that determine the economic situation of the society 
and is considered effective if it meets the development interests" (Pikulnik, 2004, p.186). Every 
social group has its own aim. The government must find a consensus with its policy, promote 
the protection of all social layers in the conditions of dominant state interests.  
It is particularly difficult to rationalize the behaviour of the government and thereby hinder the 
functioning of the system's optimal model in developing economies. On the one hand, “civil 
society orientation on material welfare and, on the other hand, the concentration of the interests 
of the society on the fulfilment of political orders, causes radical distinction in their action 
positions” (Tabatadze, 2011, p.25). Such confrontation of economic and political strategies 
weakens the systemic unity of the government and exacerbates disproportions in the market 
position of social entities. 
The society considers the government as a protector of its interests, which, for them, determines 
the quality of social welfare in the country. In addition to material factors among the population, 
there is a great need for psychological comfort that requires the government to ensure political 
stability. These issues are reflected in the government's strategy of achieving civilian consent 
and preventing political instability. This is the political, economic and social offering of the 
government for the target audience, which realizes the loyalty of the society towards it, and in 
some way reduces the tension in the country (Tabatadze, 2011). 
The government should be a guarantee of state development, along with political stability, to 
develop and implement effective economic policy, taking into consideration the peculiarities of 
global economy and internal resources, determining their own priorities and taking appropriate 
strategies. The role of the government is to protect the economy from sharp fluctuations and, 
thus, ensure sustainable economic growth of the country. Economic stability is achieved if 
macroeconomic balance is maintained while keeping structural and institutional environment, 
supporting the development of priority sectors, creating a democratic and free entrepreneurial 
environment, among other aspects. The specificity of state management is determined by 
various factors, namely its strict regulation, less operational management of processes caused 
by legislative restriction in decision making and implementation, lack of evaluation criteria for 
management results, and a number of factors affecting these processes. 
The aim of the following article is to analyze the macroprudential regulations as a successful 
method of anti-crisis management. It illustrates the advantages of this method especially for 
systemic crisis. The article starts by analyzing the different crisis management methods used 
by the state. Then it presents the concept of macroprudential regulations as the most widely 
used crisis management tool since the last financial crisis. Last, it proposes a strategy for a 
successful implementation of the macroprudential policy.  
 
ANTI-CRISIS POLICY AS AN ECONOMIC FUNCTIONS OF THE STATE 
One of the central economic functions of the state is the development of anti-crisis policies that 
reflect the reaction of the government on the weakening of the socio-economic system and 
serves to prevent living standards. Anti-crisis strategy should ensure equilibrium of public 
repairs and harmonization of system elements. It promotes the stability of political processes 
and the sustainable of economy. This process demonstrates the functional balancing of political 
institutions, increasing the degree of social-economic process management, and weakening 
critical activity of political conflicts and masses (Tabatadze, 2016).  
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Determining the anti-crisis strategy is a management process that predicts and reduces the crisis, 
which is consistent with system goals and objective tendencies of country’s development. 
Development is a cyclic process and its changes are based on logical legitimacy (Tabatadze and 
Tsanava, 2009). One of the results of economic development is the growth of human demands 
and the desire to satisfy them. However, the differences in interests and the inequality of their 
amendments imply the possibility of managing crises that effect dysfunction of socio-economic 
systems. In Modern anti-crisis management, the human factor is dominant. It can predict 
development disproportions, the expected crises and the optimal management of processes. 
"The state official is only an efficient manager if it has been compatible with the existing 
constraints system of the political authorities and the strategy of action has been elaborated with 
regard to these restrictions" (Bagaturia and Bagaturia, 2009. p.124). 
The governmental crisis is a state of the political system of the society, “which weakens the 
level of management processes of the governing institutions, reduces the level of manageability 
of current processes, exacerbates political conflicts and strengthens the critical activity of the 
masses"(Tabatadze and Tsanava, 2009, p.33). Since few decades socio-economic conflicts gain 
obvious political character, which demands changing management methods of government 
agencies and their political strategy, shrinking possibility of using traditional, standard methods 
for conflict state management, increasing the structural-functional imbalance between state 
management system and government institutions. In the pluralistic society crisis form new 
sources of forces and interests, thus it fulfils stabilizing and correcting function and stimulating 
public progress. In the rigid system conflicts hinder the development process and deepen the 
political crisis, which starts functional disruption of government and public institutions. It is 
difficult to solve the obstacles by compromise and it becomes necessary to ensure the 
conformity of management structures, forms and methods with new socio-economic 
environment. 
A conflict is an objective component of relations. It constantly exists in different forms and it 
is impossible to eradicate it completely. This is the key point of systems existence. The role of 
the government is to ensure the stability of development of these relations and to prevent 
confrontation of interests among systems. It should contribute to the eradication of existing 
stereotypes and instead introduce new regulations and norms of new institutional structures and 
political behaviour. This is one of the regulatory functions of governments. Effective anti-crisis 
management includes detection of crisis signs at the initial stage and they effective 
management. It facilitates the legislative functioning of the government and using 
administrative leverage that is all, which creates a fundamental basis for the formation of a legal 
state and a civilized legislation. 
Developing countries are often characterized by the lack of trust to government because of 
increased financial, economic and political dependence to foreign countries. In this situation 
political conflicts, under their successful management, can become new stage of positive 
changes and development. If the government has not adequately perceived the current situation 
and its reaction did not correspond to the reality, the conflict can be more severe governmental 
crisis to erupt. This occurs particularly when it is impossible to solve the problems by political 
means, especially during strong social turbulence. However, in certain cases, especially when 
government gets important trust from the population, the temporary difficulties can be 
considered as positive changes. In general, managing crisis depends on effective 
implementation of the reforms and on correct predictability of expected results. State regulation 
during crisis includes identification of reasons and definition of priorities. This should enable 
growth optimisation and effective development, which requires finding the optimal balance 
between expenses and investments.  
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The economic function of the state is the creation of an optimal business environment on the 
basis of legal and regulatory framework for these processes (Tabatadze and Tsanava, 2009). 
Reforms should deal with relations between the state, economic structures and the public, and 
the mechanisms for optimizing delegation of functions. Crisis dynamics is determined by the 
ability to promote institutional changes, new structures, right priorities, decentralization of 
governance, antitrust activities and management of democratic methods. The reform strategy 
should take into account its social consequences. It should ensure the reduction of social 
tension, the legal protection of economic security, and, consequently, the stabilization of the 
development process. Social factors to strengthen the legislative framework and the 
development of the law on the establishment of public relations requires that, in the end, 
economic growth and quality of life in terms of the stabilization of the stimulus. All this requires 
new approaches to socio-economic processes and the formation of a modern, social oriented 
legal environment. 
Socialization of economy and stabilization of political and economic systems, besides 
perfecting the normative standards implies number of elements: regulation of the financial 
sector; optimization of income distribution; monetary supply; regulation of income sources, 
public procurement, public debt, balance of trade and other important elements of the system; 
setting the priorities and determining the basic parameters of the anti-crisis strategy. Significant 
changes can be achieved by concentrating resources on anti-crisis measures, the real sector of 
the competitive segment of the priority investment and innovative technology-oriented. The 
economic activity of the State should be directed towards the promotion of competitiveness, 
supporting the predominant development of local production and the creation of a favourable 
environment for economic growth. 
State is responsible for the determination of the anti-crisis strategy, together with its 
management and the establishment of mechanisms for monitoring the implementation of the 
country's financial recovery and the formation of relationships. The state's social policy should 
include regulation of market forces, which is particularly important for the private sector and 
small business support, economic freedom, growth, regional development programs, labor and 
capital efficient allocation, etc. For this, the state should support revenue sharing, poverty 
reduction, social insurance and income equalization on the basis of living standard in order to 
maintain a minimum level of income. If the state fails to generate revenue, negative trends are 
created in the formation of human capital. The substantial decline in living standards creates 
social-psychological discomfort with the population and critically react to the government's 
reform strategy. 
"The government should protect the natural market forces, a negative influence, he should take 
care of the production of social responsibility awareness, industrial and social infrastructure, 
increasing the competitiveness of local production" (Tabatadze and Tsanava, 2009, p. 70). The 
success of anti-crisis social projects, together with government policy, depends largely on the 
implementation of social projects of non-governmental organizations, the growth of political 
activities of society and the involvement of civil society in conflict management. The masses 
must meet with understanding and enrich the government's reform strategy, stabilize the 
economy and harmonious development of the society. 
One of the most widely used anti-crisis management tool since the last financial crisis have 
been the macroprudential regulations. The particularity of this method is that it moderates the 
risks of the financial system as a whole. Before the financial crisis of 2007, banking regulation 
and supervision were traditionally based on a microprudential approach. Within this approach 
regulators were focusing on the needs of individual financial institutions, considering the 
financial system and the economy as a whole as given (Hanson et al. 2011, Angeloni, 2014, 
Jeanne and Korinek, 2014). The role of microprudential regulation was correcting inherent 
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market imperfection by a general effort to guarantee as much safety as possible to all banks 
taken individually. With the lack of a necessary knowledge of the transmission mechanisms in 
the financial sector and beyond, the micro-regulator and supervisor often focused on books and 
internal arrangements of individual bank and institutions, assuming that the rest of the system 
would remain stable and unaffected by their actions.  
 
MACROPRUDENTIAL REGULATION AS A SUCCESSFUL SYSTEMIC CRISIS 
MANAGEMENT TOOL   
Even if the macroprudential regulation dates from the 1970s, it became particularly important 
since the last financial crisis in the 2000s (Clement, 2010). The last financial crisis played a 
trigger point to the new approach of macroeconomic regulations. It showed to economists the 
limits of existing regulation models, like the microprudential regulations, and the necessity of 
replacing them with a new, wider method. Considering as a necessary component between 
macroeconomic policy and the traditional microprudential regulation of financial institutions 
(Report of the Bank of England, 2009) the macroprudential regulation can be seen as an 
alternative method to all the other methods failing in reducing risks and macroeconomic costs 
of financial instability (Tabatadze, 2016).  
The last financial crisis witnessed insufficient control from the financial institutions in order to 
maintain the stability of the whole financial system. Actions of individual banks can impact and 
harm other institutions through interconnection and contagion effects, (Hanson et al. 2011, 
Angeloni, 2014). That is why different types of institutions should be distinguished and 
identified in order to define their specific role to control every parts of the global financial 
system. Not all institutions have an equivalent power in crisis. System risks arise only if the 
reliability of a Systemically Important Financial Institution (SIFI) is at danger. That is why, the 
stability of systemically relevant financial firms (banks or other institutions) is necessary to 
ensure economic stability of the whole country.  
As an alternative solution to previous methods, macroprudential regulations can be seen as a 
solution to main failures of system based crisis. The main difference between microprudential 
and macroprudential methods is their perception of risks. From the microprudential approach, 
the risk is considered as exogenous from the financial system, whereas it is endogenous for the 
macroprudential method. The main goal of a microprudential regulation is to guarantee the 
safety and stability of individual financial institutions. In opposite, macroprudential regulation 
focuses on the well-being of the financial system as a whole and not as a sum of independent 
institutions (Tabatadze, 2016, p.24). 
Macroprudential policy generally targets two different goals. First, macroprudential policy aims 
to strengthen the flexibility of the financial system as a whole. Second, it aims to limit 
system-wide excesses on asset and credit markets. More precisely, macroprudential supervision 
and regulation is concerned with the stability of the entire financial system, and not of individual 
institutions, by monitoring structural systemic risks. The structural systemic risks is a kind of 
risk that shows that because of size, market share or interconnectedness of a single bank, it can 
threaten certain functions that are vital for the economic stability. The vital functions are 
numerous, such as payment transactions or lending to the real economy. This is the problem 
arising from institutions that are “too big to fail” (TBTF) (Rochet, 2010, Danthine, 2014). The 
key objective of such policies is thus to reduce the possible crisis at such institutions and also 
to reduce the costs for crisis management if they still appear.   
Thus, two steps are undertaken. One is to avoid the crisis by strengthening the system, and two, 
if the crisis still appears, solve it with the least cost of its management. The first step is to impose 
progressive capital adequacy requirements for financial institutions. The equity capital 
increases banks’ systemic importance (Danthine, 2014). When a bank has a big systemic 
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importance, it is required to hold more equity capital. It is logical, that if the increase of systemic 
importance complicates the capital adequacy requirements, then banks have a motivation to 
stay small and systemically less important. However, the extra capital also makes the banks 
more resilient. The state is responsible in designing the model of the system taking into account 
the specificity of the economic system.  
The second step is necessary when it is impossible to avoid a future crisis. In this situation 
measures should be taken in order to improve the resolvability of a distressed Systemically 
Important Financial Institution (SIFI). This king of measures can be a mandatory separation of 
financial institutions (so that one does not involve the other in the crisis) and a less intrusive 
rules (so that SIFIs are more flexible in action). Another action for the second step of the 
macroprudential regulation is to directly address the source of systemic risk. In other words, 
instead of curing each SIFI separately, the main actions are dedicated to eliminating the source 
of the crisis (Jiménez, et al., 2013).  
From time to time, economic stability valuations may require very different interest rate moves. 
These moves may sometimes even go to opposite directions. This diversity may cause tension 
as illustrated by the Tinbergen principle. According to this principle the number of policy tools 
should equal the number of policy goals. Tinbergen principle advocates that if the ratio between 
the greatest and least income exceeds 5, it becomes disadvantageous for the societal unit 
involved. These all is necessary to resort to additional instruments to counter the emergence of 
cyclical systemic risk. The most appropriate instrument in this situation can be directly targeting 
the source of financial enthusiasm. Regulatory action can be taken against such risks.  
 
THE IMPLEMENTATION STRATEGY FOR MACROPRUDENTIAL 
REGULATIONS 
Besides number of possibilities, there is no optimal model that can be copied from one country 
to another. Even under the European Union legislations, states adopt local rules in addition to 
ultra-national regulations (Tabatadze, 2016). Reviewing the existing models allows us to 
identify the key factors that all macroprudential regulation implementation strategies should 
take into account. When it comes to implementation of macroprudential regulations, there are 
a number of things which need to be determined: what is the mandate assigned to the authorities 
in charge of defining and implementing the policy? What are the institutional organization and 
rules of governance used in these authorities? 
In order to guarantee the right functioning of managing authority, the mandate assigned to them 
should clearly list all the objectives, functions and powers assigned to the macroprudential 
authorities. The objectives must be precise, achievable and should be measured. But this is not 
an easy thing to as it is hard to find a straight forward definition of objectives to target. For 
example, it is very hard to define what an economic stability is and it is even more difficult to 
measure it. That is why the economic stability is a complex and multifaceted objective. 
The organization of macroprudential authorities differs from one country to another, in terms 
of the degree of integration between the central bank and the prudential supervision authority 
and the roles that are assigned to the main actors, such as central bank and finance minister 
(Tabatadze, 2016). In some countries, like United States, France and Germany, the ministry of 
finance has the control over a macroprudential authority. In these systems the central bank 
playing a more or less active role, and in some cases even has a power of veto (Noyer, 2014). 
On the contrary, in some countries, like the Czech Republic or Ireland, micro and 
macroprudential functions are concentrated within the central bank. The central banks in these 
types of systems are fully independent, which means that the bank does do not depend on other 
authorities such as the finance ministry. More neutral situation can be observed in the United 
Kingdom, where the ministry of finance is involved in a macroprudential policy committee, 
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which itself is part of the central bank, but only plays a secondary role. Very few countries 
adopt the system when the central bank has no macroprudential responsibility. This is the case 
of Sweden. 
Besides the variety of organization types used in macroprudential regulation, all systems face 
similar challenges: how maintain the independence of the central bank? First, the, state should 
guarantee avoiding or, at least, limiting the conflicts of interest between micro and 
macroprudential policies. Then, coordination should be ensured with other economic policies, 
especially monetary and fiscal policies. Last, the state should guarantee the necessary activity 
of macroprudential authorities due to the complexity of its activities (Noyer, 2014).  
That is why it is crucial to specify by the rules of governance the way the macroprudential 
authority will function in order to meet these challenges. To be effective, macroprudential 
policy needs to be independent or autonomous. For example, a macroprudential restriction of 
regulatory requirements could be seen negative during the period of economic growth and 
enthusiasm, as in this period economic agents are feeling the immediate benefits. In parallel, 
reducing the requirements during a downturn could also develop opposition, as bank creditors, 
willing to avoid losses or defaults on their loans, could be hesitant to let financial institutions 
use their capital to recapitalize. The rules of governance should therefore determine the 
relationships between the different institutions involved in safeguarding economic stability and 
thus in defining macroprudential policy.  
Monetary and macroprudential policies should be kept separated inside a single institution 
while implementing a macroprudential regulations. This is very sensitive point as in this case, 
the organizational structure is particularly delicate. This difficulty appears when the 
macroprudential authority has a committee which is supervised by the finance ministry and 
made up of various institutions. In this situation, it is essential to specify the responsibilities of 
each stakeholders and this way guarantee that the supervisors and the central bank remain 
independent and without influence to each other’s policy considerations. One example is 
Germany, where the Bundesbank has even more importance within the macroprudential 
authority and has an explicit power of veto.  
Another issue to take into consideration while implementing a macroprudential regulations is 
to manage the status of the members of the committee, in charge of macroprudential policy. 
The European Union is a good illustration. In 2010, following the publication of the report by 
Jacques de Larosière, the European legislator set up the European Systemic Risk Board 
(ESRB). The committee member have all different rights clearly set up in advance. The ESRB’s 
meetings are attended by representatives of the supervisory authorities for banks and financial 
markets, as well as by the governors of the EU Member State central banks, who are the only 
attendees to hold voting rights. The last point to be taken into account while setting up a 
macroprudential policy is that, at a national level, the internal governance rules of the new 
macroprudential authorities should define their national strategies. As explained by Christian 
Noyer, the governor of the Banque de France, “The governance rules should also specify the 
type of powers attributed to the macroprudential authorities and their decision-making process. 
In practice, some authorities have limited powers, consisting solely of issuing opinions or 
recommendations – as in the case of supranational authorities such as the ESRB – while others 
have binding powers, in that their decisions regarding national institutions carry a legal weight” 
(Noyer, 2014, p. 9). In any case, it is necessary to find a balance while making decisions 
between the degrees of power allocated to the authorities in order to ensure transparency and 
legibility. In any case, macroprudential authorities need to have the power to at least adjust the 
scope of their supervision and regulation, to declare institutions as systematically important, to 
regulate the tools at their disposal and, when absolutely necessary, to create new 
macroprudential tools. 
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When it comes to developing countries, one more point should be taken into account. It is 
beneficial for these countries to use international cooperation methods during macroprudential 
Policy determination. Domestic institutional foundations need to be completed by appropriate 
arrangements at a global level (Caruana J. and Cohen, 2014). This is important for a number of 
reasons. As mentioned by Caruana and Cohen, credit and foreign direct investment cross-border 
flows have grown steadily over many decades, consequently, “financial conditions in one 
country inevitably will affect others through a number of channels” (Caruana and Cohen, 2014). 
Normally cross-border flows promote the efficient allocation of capital worldwide. But in some 
cases they can create problems for economic stability via increasing a financial volatility. As 
more and more financial institutions are becoming global, a big part of these flows are internal 
to these institutions. That is why, effective macroprudential policy in all countries, and 
especially in developing countries, needs to “address the effects of volatile flows involving 
independent domestic and foreign entities and cross-border flows that reflect the transactions 
across related subsidiaries of global banks” (Caruana and Cohen, 2014, p.21). This amplifies 
financial cycles during both, booms and busts. 
 
CONCLUSION  
As illustrated during the last financial crisis, there is a need for learning about what is the role 
of a state in anti-crisis management. Different theories have promoted different versions. One 
lesson learnt from the last crisis was the necessity to implement a systemic policy for 
anticipating and solving the crisis. The macroprudential regulation has been thus promoted as 
the solution of systemic risks. The economists have been asking the question of how these 
policies work, and what are their intended and unintended consequences. Answering these 
questions requires developing a better global analytical approach, one that seeks to factor in 
collective behaviour, interactions and feedback effects. This could help to better frame 
international cooperation.  
Fortunately, international coordination on macroprudential policy has progressed in recent 
years. Policymakers have been able to build on the existing framework of cooperation on setting 
prudential standards and monitoring their implementation. On the macroprudential front, 
among other things is the provisions for international reciprocity in the application of the 
countercyclical capital buffer. The home supervisor of a foreign bank is obliged to require at 
least as high a surcharge on this bank’s exposures in the host jurisdiction as the supervisor in 
the host jurisdiction demands of local banks. Another example of successful international 
coordination, this time in the cross-sectional dimension, is the joint development and 
implementation of the higher loss absorbency.  
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Abstract 
The paper discusses the role and importance of effective employment in increasing inclusive economic 
growth and living standards of the population. The main problems and challenges of employment in 
Georgia are studied. In particular, factors contributing to the effective employment are identified and 
the factors hindering effective employment and formation of innovative employment structure in general 
are studied.  
The paper provides arguments to prove that employment and especially effective employment is the main 
factor for promoting inclusive economic growth, which should significantly reduce poverty and 
inequality, ensure welfare of the population and their maximum participation in the activities useful for 
the society. Therefore, economic development of the country, creation of jobs and overcoming of poverty 
will significantly depend on the implementation of active state policy in the field of employment, which 
primarily refers to the development of labor market infrastructure, reduction of chronic unemployment, 
achieving balance between demand and supply of the workforce, and development of vocational 
education system oriented on labor market demand. 
 
Keywords: effective employment, inclusive economic growth, living standards, poverty, inequality, 
economic growth. 
 
Organization for Economic Cooperation and Development (OECD) has highlighted the three 
problems – poverty, unemployment, inequality in the world scope and it is rather difficult to 
overcome them even when provided the high economic growth temps. Accordingly, provision 
of the effective employment, improvement of living standards and just allocation of revenues 
should become the prior goal of the country’s economy.  
Employment is the important macroeconomic index of the society’s development. In the 
conditions of economic transformation when studying the employment we have put the 
significant accent on its quality properties, shown in the effective employment. In its turn, the 
latter should become the basis for the inclusive economic growth and improvement of living 
standards.  
Under the economically effective employment we understand such an employment, when it can 
provide the “distinct economic income, health, educational and professional level enhancement, 
proceeding from the labor productivity for each member of the society” [1, p.145]. Thus is the 
“territorial and branch field, according to the business types, the labor recourses should be 
allocated to form the possibilities to get as much material and spiritual well-being as possible 
in each concrete moment”[2. p. 25]. Effective employment is the significant condition for 
maximal realization of human potential, quality changes to the equipment and technologies. 
From the social standpoint it should provide maximal compatibility between the labor put and 
the person’s interests, and from the economic standpoint - rational use of human resources. 
Moreover, it is necessary to effectively assess the human working quality in the public 
production not only from the employee’s, but also from the employer’s and state’s position. 
Key criteria for the effective employment from the employee’s position – their professional-
qualitative conformity to job to be done, just and documented salary system, labor conditions 
safety and the ergonomic safety, labor satisfaction.  
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From the employer’s position the key criteria for the effective employment include the 
professional-qualitative conformity of the employees to the working requirements, high level 
of labor productivity, provision of production development.  
For the state the key employment criteria are the national revenues growth, production of 
publicly useful products, decreased tension in the labor market, increased well-being of the 
citizens, due to the enhancement of their professional-qualitative level. 
Development of the economy and the advanced living standards are possible to be achieved 
using all types of the resources complex in balance, but today nobody even doubts that the 
workforce is the most costly resource, contributing a lot to the national wealth creation. 
Researches have shown, that those countries who invested in human capital, have achieved 
significant progress. Such types of the investments protect countries from the economic crisis 
affect and people come out of poverty (UNESCO, 2012). It provides the increase of the 
effective use of labor potential, the latter is assessed according to the economically active 
population number, employment level, professional training, labor productivity. Demand for 
labor, products and services is determined by solvency of the state and population. In case, 
when the solvency demand of the state, enterprises and population increases and the enterprises 
demand decreases, this first of all, indicates that the employer has limited capacities to create 
the new working places, increase the employment level, at the same time, the problem is that 
the employer stays at one and the same level, the demand for production produced decreases, 
the organizations keep economically ineffective employment level and as a result decreases the 
employment effect, thus the GDP per capita also decreases as well as the nominal salary rate. 
That’s why the essential characteristic of the social-economic development is effective 
employment, which in its turn, provides the inclusive economic growth. The mentioned position 
is proven by the government’s strategy for social-economic development before the year 2020, 
saying that the “working places creation and development of power compatible with labor 
market demands are the key factors for the inclusive economic growth. The employment growth 
will favor the living standards improvement. To overcome poverty much more effective is 
creation of new working places, than social donations, the workforce will be working for the 
inclusive growth” [3 p. 40].    
As the World Bank has assessed, the inclusive growth should improve the poverty’s living 
conditions, include the poor people in the economic activities [6. 2009]. According to the 
European Commission explanation, the inclusive growth means more employment, especially 
for women, young people and the elderly people, the labor market modernization, investments 
in human-capital and the revenues achieved by the economic growth [8. 2016]. Out of 17 stable 
development goals of the open working group the 8-th is the stable, inclusive economic growth, 
entire and fruitful employment and the proper working places stimulation [6/ 2015]. At the G20 
summit the leaders noted, that the population should participate in the processes of global 
economic restoration, and the G20 should fight for the strong, stable and balanced growth, but 
mostly for the inclusive growth and this will mobilize the capacities better [11. 2013] and 
accordingly, the poverty level will decrease. 
Overcoming the poverty stays one of the most complicated challenges. According to the poverty 
indexes, in 2015 in the world 706 mln. people live beyond the poverty level (having 1.25 USD 
income daily). According to the data, 9.6% of the world population is poor [12. 2016]. Indexes 
of the extreme poverty and the number of poor people all over the world beginning from 1990 
stably decrease (Figure 1). One of the main goals of the World Bank is overcoming the extreme 
poverty. In particular, for the year 2030 the World Bank has set goal to lower the poverty level 
for those beyond the poverty (having 1.25 USD income daily) by 3% (WB Group, 2013). 
However, we must notice, that in the existing conditions of economic growth temps it will be 
difficult to achieve this goal [6. 2016].  
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Figure 1. 

Source: http://www.worldbank.org/en/topic/poverty 
 
As for Georgia, the World Bank has published the data, showing that in 2010-2015 in Georgia 
the poverty index has significantly decreased. According to the research “The last tendencies 
for poverty decrease in Georgia”, for the year 2014 32.3% of the country’s population lives 
beyond the poverty level (1.4 mln.). This index in 2013 was 36% (1.6 mln.), in 2012 – 42.5% 
(1.9 mln.), in 2011 – 44.8% (2.0 mln.). In 2014 the 32.3% of the Georgian population spent less 
than 2.5 US dollars daily (the data are indicated according to the purchasing power parity (PPP).  
Based on the data published by the Georgian State Statistics Service, the percentage of 
population living beyond the poverty level from 2010 was 36.1%, and in 2015 the figure was 
decreased to 20.8%, but for the year 2016 the index has increased, which gives reason for certain 
irritation (Figure 2). 
 

 
Figure 2. Share of the population beyond the absolute level of poverty (%). 

Source: www.geostat.ge (State Statistics Service of Georgia) 
 
We should mention also, that according to the World Bank forecast, the poverty indexes were 
not decreased further.                                                             

http://www.worldbank.org/en/topic/poverty
http://www.geostat.ge/
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Figure 3. Poverty index in Georgia, actual and forecasted situation in 2006-2018 yy. 
Source: http://www.worldbank.org/  
 
According to the World Bank assessment, the poverty decrease factors were the average 
monthly incomes growth (8%), the economic activity (11.11%) and the transfers (8.57%). In 
2010-2016 the growth was shown in all the economic sectors. The economic growth was 
expressed in salaries increased, creation of the new places, compared to the period before 2010. 
The economic growth favored also the widened economic possibilities.  
 

Table 1 
Employment level GDP and poverty level in Georgia in 2009-2016 yy 
indexes 2009 2010 2011 2012 2013 2014 2015 2016 

employment level (%) 52.9 53.8 55.4 56.8 56.6 58.3 59.7 59.5 
GDP (growth %) 5.9 6.2 7.2 6.4 3.4 4.6 2.7 5.1 
salaries 556.8 597.6 636.0 712.5 773.1 818.0 900.4 980.0 

Source: www.geostat.ge (State Statistics Service of Georgia) 
 
The World Bank research attracts the attention to poverty level decrease in villages in 2006-
2016, which is connected to the increase to the employment level in the non-agricultural sector 
(including: service, constructions and industrial sector). In 2012-2016 the real indicators social 
expenditures growth occurred as a result of pensions, social and other direct transfers’ growth. 
For example, the pensions for elderly people were increased from 80 GEL (2011) to 180 GEL 
(2015). By 100% were increased the target social tuitions and at the same time, in April 2013, 
was introduced the common health insurance, widened in scale from July, 2013.  
We should notice that the economic growth in Georgia was not resulted in the population’s 
living standards improvement or the increase of inequality. According to the data from the 
National Statistics Service of Georgia, the relative poverty (share of the population with median 
consumption level lower than 60%) in 2004 was approximately 25%, in 2016 – 20%, caused 
by the increased poverty level in the city. The Gini coefficient is stable – 0.4. According to the 
report on transferring countries of the European Bank for Reconstruction and Development [7. 
2015], in 2016 Georgia among the European and Asian countries was named one of the most 
unequal country. According to the EBRD assessment, unequal possibilities in Georgia put 
limits to the social mobility. One part of the population participates in modern economy, the 
other one is occupied with traditional activities, is self-employed (EBRD, 2016), which is then 

http://www.worldbank.org/
http://www.geostat.ge/
http://netgazeti.ge/wp-content/uploads/2016/09/2-2018-%E1%83%AC%E1%83%9A%E1%83%98%E1%83%A1%E1%83%97%E1%83%95%E1%83%98%E1%83%A1.jpg
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reflected in the so called “poor employed” problem. The issue of unemployment stands before 
the Georgian government beginning from the year 1991, much legislation was drawn up to 
overcome the problem, the activities were assessed, but unfortunately, no results can be seen 
yet. We can say the system is not perfect or well-managed [5. 2010]. 
On the one hand, there is unemployment, in the other most of the companies talk about lack of 
the workforce. According to the World Economic Forum report “On Global Competitiveness”, 
the main impeding factor for business development is the workforce having inappropriate 
qualifications (World Economic Forum, 2016).  
One more insolvable problem for the Georgian labor market stays high share of long-time 
unemployed persons, by the strong criteria in 2016 this index was 40.1%. Return of the long-
time unemployed person on the labor market and increase of their competitiveness needs the 
additional efforts and money from the government’s and employers’ side. In such situation 
significant is the implementation of the state target programs, taking into the account the private 
sector economic possibilities limitations: according to the statistical researches, the annual 
expenditures of the employers for professional training, per one worker is on average 4-5 GEL 
annually. “Fastening the country’s economic development, creation of the new working places 
and the poverty overcoming significantly depends on the active policy conduction, which 
stipulates the development of labor market infrastructure, balanced demand-supply for 
workforce, support for professional training of the unemployed persons and employment of the 
comparatively uncompetitive persons”[2. p. 2]. The problem is also that the great part of the 
informal sector, ”brain leakage”, increased extensive type employment, high share of the 
higher-educated persons and young people among the unemployed; statistical data show, that 
in Georgia approximately 1/3 of the unemployed persons have higher education. “In Georgia 
unemployment is the most acute social-economic problem and the actual challenge. It is the 
main factor favoring the unemployment in the country. Unemployment has high level in cities 
and in the villages. Among the unemployed population the great part is youth and this increases 
social risks and threats the country’s future”. [2. p.3]. This is caused by high educational sense 
(high share of highly-educated unemployed persons among the population) and their demands 
and expectations towards the labor conditions, and the misbalance in demand-supply for 
workforce together with structural and qualitative misbalance. Several specialties are presented 
in surplus among the highly educated; employment by specialty is limited. The employers 
appeal to the work experience. The problem is deepened with the fact that educational system 
in Georgia does not satisfy the modern economic challenges. “The problem is the misbalance 
in demand-supply for workforce. Many people have such specialties that are not required in the 
labor market. At the same time there is no staff, having the proper qualifications” [3 p. 40].  
Proceeding from this, in order to solve the problem positively, in the first place we should 
decide the issue of the employment. Labor market is not self-regulated system. It cannot provide 
social justice principles in the employment field, the equal possibilities for those seeking the 
work. Thus, providing the effective employment will not be made without the state. Fastening 
the economic development of the country, creation of the new working places and poverty 
overcome significantly depend on the active state policy in the employment field. This 
stipulates: just base perfection in the employment and labor field, effective employment 
favoring, provision of the distinct working conditions and the law-determined human working 
rights protection, development of the workforce potential, informing the wide scope of the 
population on the state services concerning the employment favoring, registration of those 
seeking work in the proper database, finding information on vacant places and their 
systematization, organization of professional trainings of the unemployed according to the 
professions/specialties needed in the labor market, mediatory services activation, etc.   
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With purpose of the poverty decrease and enhancing the living standards the economic growth 
should have the inclusive growth character. Thus, the economic policy measures system should 
be directed towards the improvement of conditions for the poor population not by the allocation 
policy, but via their inclusion in the economic activities.   
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Abstract 
Nowadays, when the world markets report about decline in spending, it is urgent for resource oriented 
economies to rethink their directions of development. The World economic crisis forces governments to 
change their thinking: governments are trying to mobilize their resources to revive economies. With the 
aim to respond to evolving economic difficulties new reindustrialization policy was pronounced by 
European Commission in 2014.  
Kazakhstan economy has long been considered as a resource-based one because of oil and gas 
processing. Today the country is concerned with making the economy more prosperous but without 
considering extracting industries: it tries to reshape the economy by launching programs on developing 
other sectors of the economy, not only those that are involved in resource extraction. Recently the 
country moved to the reshaping the economy by launching the Modernization 3.0 Program. 
It is said that the largest share of a national income comes from consumer spending. Currently for the 
Kazakhstan economy that has been quite successful in developing the service sector, and the financial 
system is the most successful part of it, there is a very valuable time to reconsider its structure and 
reshape it by developing consumer goods producing industries. One of such sectors that may succeed 
in the new reindustrialization movement is so called light industry which is about producing textile and 
clothing goods and that needs to have a more attentive look at it. These days the industry survives its 
decline stage though it was previously, during its best time, quite developed as it formed a solid part of 
the country’s budget. Now the biggest share of the goods consists of imported ones. To cope with this 
situation the country’s authorities have launched some programs that are required to substitute 
imported goods. This can be the restarting point for local light industry’s companies. 
Organizations have their life cycles and very often these are different depending not only on the time of 
existence but also on the management processes and the situation in the industry as well. This is a period 
of a company’s existence during which the company changes not only strategically but by the tactics 
how business is conducted. These all happen as the company, moving from stage to stage, should be 
able to adapt to changes that occur in the environment. 
Reindustrialization is about jobs that are socially oriented and in such sectors as light industries which 
in many countries are their economies’ engines. Modern reindustrialization may have some specific 
features as it can affect the ways how Kazakhstan companies are developing. The article considers the 
benefits of reindustrialization for light industry’s businesses development during their life cycles. 
 
Keywords: organization life cycle, industry life cycle, reindustrialization, light industry, import 
substitution, information technologies. 
 
INTRODUCTION  
In the recent economic downturn countries and organizations are searching for the ways to quit 
this situation and survive or prosper. Usually this is done through paying more attention to 
industry applying policies of industrialization. The big importance of industry to create jobs 
and contribute to the economy growth through development of its competitiveness was also 
given by the European Commission. The European Commission issued the communication ‘For 
a European Industrial Renaissance’ “to adopt proposals on energy, transport, space and digital 
communications networks as well as implement and enforce legislation to complete the internal 
market” in 2014. (Press Release Database 2014) 



PROCEEDINGS, 2017                                                                                                    ISSN 2500-9737 
_______________________________________________________________________________________________________________________________________________________ 

52 
 

Historically industrialization passed a few phases – starting from the 1880s and developing 
trough the 20th century to the current period. The process of industrialization is understood as 
expansion of an economy secondary sector that has become dominating over the primary sector. 
Time and tempo of industrialization differ from country to country and development of 
industries is not happening very smoothly, but it is interrupted by economic crises. By the mid 
of XIXth century, thanks to the industrial revolution, the Great Britain set the trend that was 
continued in France in early, and in East Asia in late, XXth century.   
Industrialization leads to better labor productivity and growth of all sectors of a country’s 
economy. The pace of industrialization is defined by the accumulated capital and the local 
market’s capacity. (United Nations University 1990) It usually starts from developing of light 
industry as one that is less capital intensive and its turnover is better than of the heavy industry. 
The UK is an example where industrialization started from the cotton production and till the 
end of XIXth century goods of light industry were prevailing. Industrialization can be 
implemented by creating a modern industry, and its direction would depend on the level of 
economic and cultural maturity. If a country lacks the industrial sector it can’t grow, and the 
government would be responsible to take some measures to encourage industrialization of the 
economy. Many countries developed their economies based on the governmental plans in order 
to reach economic security. The highest rates of growth of industrialization were found in the 
Eastern Asian countries – Hong Kong, Singapore, South Korea, and Taiwan that could benefit 
from their geographical location and foreign investments.  
Other two big countries – China and India – were also able to utilize the experience of the South 
Korea to develop their economies to that level when they could space out modern industries 
like information technologies or bioengineering. 
The aspects of reindustrialization became an alternative for the idea of deindustrialization that 
was gaining popularity in the second part of the 20th century when due to the cheap labor 
western companies opened their factories in less developed countries. (Euler Hermes 2017) A. 
Etzonni (1980) noted in his article that “in the second half of [20th] century, Americans have 
come to prize a new vision of the good life.” He suggested that to keep high standards of living 
and the national security it is needed for the country’s economy to revitalize “its productive 
capacity” or reindustrialize it.  
The Merriam Webster Dictionary (2016) defines: “Reindustrialization is a policy of stimulating 
economic growth especially through government aid to revitalize and modernize aging 
industries and encourage growth of new ones”.  
Another definition is taken from the Russian dictionary: “reindustrialization means ‘the transfer 
from early-industrial and industrial bases of production to its new technique-technological 
foundation; transfer to more progressive way of development, high tech, informatics, 
biotechnology, new materials and sources of energy”. (Yatsenko 1999) 
The success of reindustrialization is defined by the quality of institutional environment. 
(Romanova & Bukhvalov 2014) The influence of the external environment on the resources 
(knowledge, information, intangible assets) employed in reindustrialization is, in some cases, 
significant. These resources acting interchangeably with the environment help developing of 
cognitive and creative industries. 
In economy, investment into the territory increases its return and forms its material wealth. The 
meaning of the increased feedback and diminishing returns defines the reason and purpose of 
any economic activity. Traditionally it was assumed that industrialization was paid out by 
exporting industries or foreign investors who were interested in export technologies. But an 
export economy, due to increase in multisectoral production that is covered by export and 
foreign investments, pay for itself only once. Domestic markets in contrast pay for themselves 
at least three times: by increase of production, by increase in a stable demand, and by 
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infrastructural growth that raises the efficiency of the territory use. After that the wealth 
accumulation begins on the basis of the infrastructure’s growth (Badalyan & Krivorotov 2017). 
Reindustrialization is important for new jobs creation, as the population of rural areas, brought 
to cities during the first industrialization wave and remain unemployed during 
deindustrialization, stays in cities and needs to be employed. Very often with the demand for 
new jobs new firms are created. Organizations need to solve many issues related to its 
establishment, growth and survival, and these issues are extremely acute during the time of 
reindustrialization as at that firms are to decide how to correlate the main processes with that 
extra labor that needs to be involved into the economic activity. 
In the time of overproduction in the World and when efficiency growth leads to reduced 
employment and, particularly for Kazakhstan, to return the whole economy to manufacture the 
government participation is needed. It is needed to secure the links between the new industry 
and new agrarian sector. It is needed to stimulate local consumption of domestically produced 
goods; otherwise none of the new industries find their customers. 
One of the opportunities to reindustrialize an economy is the use of the policy of import 
substitution industrialization (ISI) that means replacing foreign imports with domestically 
produced goods and services. That term is referred to Raúl Prebisch, 
an Argentine economist known for his contributions to structuralist economics and for giving 
birth to the Latin American school of this type of economics. (Prebisch 1959) Prebisch is also 
known as the author of the Prebisch–Singer hypothesis, which formed the basis of the 
economic dependency theory. (Shaw & Sir Singer 2002: 303-37) Despite that in economic 
literature there is plenty of works on import substitution the studies have fragmented character 
though this can be related to effective instruments of import optimization for a country. 
(Animitsa & Animitsa 2015) 
 
ORGANIZATIONAL AND INDUSTRY LIFE CYCLE: THEORETICAL AND 
PRACTICAL ISSUES 
Any organization exists in the market to complete at least two major reasons: (1) to produce 
goods or services and (2) to respond to demands that come from the environment by adapting 
to changes that happen in it. As Vanderbilt University’s professor Richard L. Daft (2010) noted 
“organizations are born, grow older, and eventually die” (2010: 340). According to Daft, the 
organization life cycle consists of four major stages in the development of a 
company: entrepreneurial stage, collectivity stage, stage of formalization, and elaboration stage. 
(2010: 344) 
In general organization life cycle (OLC) is the concept that explains how companies are born 
and develop through the time, reaching their maturity and even decline stage. In management, 
there are defined a plenty of OLC models. It is assumed that organizations are like living 
organisms, and the first who proposed that idea was Kenneth Boulding (1950). Boulding  (1950) 
suggested that any “social organisms”, which organizations were, could be considered as “the 
higher form of biological life” (1950: 7) Comparing to a living organism that has its “birth, 
growth, reproduction/decay, and death” stages, Kenneth Boulding  (1950) defined stages of a 
firm as of “birth, growth, decline, and death” (1950:.34)  
The authors of different OLC models studied different issues of stages in the life cycle. Among 
them there are issues of relationships between developmental stages of organizations and their 
effectiveness (Quinn & Cameron 1983); the differences in strategies developed and the stages 
of OLC (Miller & Friesen 1984); change in product lines experimentation and a firm’s 
performance during ‘the careers of top managers’ (Miller and Shamsie 2001); the importance 
of innovation for organizations during their growth (Lester, Parnell & Menefee 2009); and 
others.  
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Management writers also define different numbers of stages to define the most corrected 
approach to understanding firms’ development. Some of them propose that there should be 
three stages (Downs 1967; Smith, Mitchell & Summer 1985), other stand for four stages (Lyden 
1975; Lester, Parnell & Carraher 2003), while the rest say that there should be five (Greiner 
1972; Miller & Friesen 1984), or seven (Flamholtz 1986), or even ten (Adizes 1979) stages 
during which firms are present in the market. 
The general industry life cycle curve is following the idea of the PLC and is shown in figure 1.  
The industry life cycle is a concept that helps understanding the development of any economy 
better. Any industry goes through the series of stages during its life cycle in the market. 

1. Namely these stages start from consolidation that is the earliest phase in the industry’s 
development and is characterized by activities on developing a new product in the 
market. At this stage the industry is rather highly fragmented. If the product wins 
consumers’ interest, they would form some demand and the overall situation brings new 
entrants to the industry, revealing that the growth phase comes to the life cycle.  

2. During its maturity stage competitive positioning of firms becomes clearer and the 
industry shows decline in the growth rate as the used technology becomes a little bit 
out-of-dated and product differentiation declines; all these finally lead to the industry’s 
decline.  

3. Decline phase is evidenced with the industry’s inability to generate good profits due to 
diminished demand because of appearance of new products. 

The industry life cycle is closely related to the concept of a product life cycle (PLC). Steven 
Klepper (1997) noted that “the product life cycle captures the way many industries evolve 
through their formative eras, but regular patterns occur when industries are mature”. (1997: 1)  
 

 
 
According to Michael Porter (1979) manufacturing industries go through five stages from the 
very initial product launch to its decline:  
1. Early stage or Pioneering phase is characterized by low demand for the product and many 

startups in the industry. 

Decline  Intro  Growth  Maturity 

SUCCESS 

Figure 1. Industry life cycle curve. 



PROCEEDINGS, 2017                                                                                                    ISSN 2500-9737 
_______________________________________________________________________________________________________________________________________________________ 

55 
 

2. Innovation or Growth phase defines some competition, but increased interest of other 
companies that enter the market. 

3. Cost or Shakeout (Mature Growth) phase finds growing sales, accelerated competition and 
as a result barriers of entry become high. 

4. Stabilization or Maturity phase characterized by still intense competition and the focus on 
market share and cash flows. This is supposed to be the longest phase. 

5. Decentralization or Decline phase is defined by shifting the demands to new products that 
are coming to substitute the existing ones. If treated correctly an industry in decline can 
become a cash cow as attractive returns may exist.  

As one can suggest that any industry develops according to its main product’s existence, it will 
be worth to say that the textile and clothing industry will exist forever until people should cover 
their bodies either live or dead.  
In its best times the light industry of Kazakhstan that, including textile, sewing, knitting, leather 
processing, foot producing, and other sectors, consisted of more than 1,000 companies (some 
of them were even major employers) and generated 25% of the Republic’s budget. There were 
18 garment factories, which on the eve of the 1990s were equipped with the new imported 
machinery. Among these enterprises there were such companies as Alma-Ata Cotton Mill 
(AHBK), Kostanai and Semipalatinsk worsted-woolen mills, and Dzhambul plant of leather 
and footwear. (Khudova 2016) 
Everything changed with the collapse of the USSR, as the whole economy had to go through a 
series of drastic changes that extended to all the sites of the society’s life. Difficult situation 
remained in 1990s and the early 2000s. Only for the period of 1990-1998 the management 
structure of the industry changed five times. However, this did not lead to an improvement of 
the situation in the industry. Its share in the total production volume annually declined: if in 
1990 it was more than 15%, then by 2011 it fell to 0,6%. The light industry of Kazakhstan 
covers only 8% of the needs of the domestic market of the country, and only 1% of shoe 
production. (Khudova 2016)  
The textile and clothing industry is one of the most important sectors of economy in the World 
– it accounts the second by the level of consumption. In Kazakhstan it was chosen the number 
three sector for development among those priority industries identified in the “Business Road 
Map-2020” (Resolution of the Government of the Republic of Kazakhstan 2010). It seems that 
the industry passed all the stages of the life cycle long before and had already had even more 
than one cycle. It declined in the early periods of Kazakhstan’s independence, but it received a 
new sight with the government decision to announce it in the row of those industries that were 
included into the first wave of the State program of forced industrial and innovative 
development (GPFIIR 2010) for the period of 2010-2014.   
There were few attempts to change the situation with decline in the country’s economy. The 
implemented “Program of import substitution in the light and food industries for 2000-2003” 
was not successful, as well as the cluster program failed too. Within these programs the free 
economic zone was created to raise and process cotton in the South of the country. Even the 
infrastructure has been created but only few companies are able to work there. 
The argument of the modern economic theory which is called “protection of young industries” 
can be indirectly used to substantiate the problem of import substitution. As it is noted this 
argument is mainly oriented towards developing countries and its sphere of application are 
manufacturing industries, and it has a potentially comparative advantage in the production of 
certain products; and if an industry is unable to compete with imports from industrialized 
countries, then the industry should be protected until it reaches the maturity stage. 
(Myrzabayeva 2011) Though the argument works for young industries, and the light industry 
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of Kazakhstan had already been on its maturity phase, something can be done towards the 
improvement of the situation.  
The industry was in the decline stage according to its life cycle curve till the last two years. 
Paradoxically but its decline stopped due to the worsened overall situation in the economy. 
Devaluations that brought much negativity was accepted by local producers quite positively as 
an opportunity to substitute already expensive import by cheaper products of the same or even 
better quality that are produced domestically. This gave a hope that in the nearest future the 
industry will receive some impetus for being revived and the curve would go up for renewal. 
This renewal has brought new challenges to organizations of the industry: as they are different 
by age, they also pass different stages of their life cycles. For studying the OLC aspects this 
fact is the most interesting one as it is always important to understand which companies in the 
industry have better potential for being involved into the reindustrialization movement. The 
better potential of a firm in the market, the more successful that company can be during changes 
in the economy. 
Nowadays when the light industry is in its sharp declining phase, it is very important to 
recognize the nature of the stage that is undergone by it in its life cycle and it is certainly 
required to understand if it can revive or die. During the modernization period of the Kazakhstan 
economy the light industry is one of the sectors that may benefit from the new transformation 
movement of Kazakhstan with the help of other sectors of the economy. 
 
REINDUSTRIALIZATION OF KAZAKHSTAN LIGHT INDUSTRY: MODEL OF 
INDUSTRIES COOPERATION  
Kazakhstan has long been assumed as a resource dependent economy which is mainly based on 
oil and gas processing. Today the country tries to develop the economy with the help of 
launched programs on developing other sectors of the economy, not only those that are involved 
in resource extraction. One of the sectors that may succeed in the new economic movement is 
so called light industry that was quite developed and formed one fourth of the country’s budget 
during its best time.  
Now the industry suffers from many problems and is in its sharp declining phase. Due to 
globalization processes and entrance of foreign producers to the local markets it almost lost its 
customers, but still has some potential. How can it revert to success? How can it return its 
customers back?  
The light industry of Kazakhstan includes more than twenty subsectors that can be combined 
into three main groups: 
1. Textile production including cotton, wool, silk, knitted wear production as well as initial 

wool processing and production of nonwovens; 
2. Clothing and apparel production; 
3. Production of footwear and goods made of leather and fur. 
The volume of the industry’s production was 64,6 billion of KZT and PVI was 103,7% for 11 
months of 2015 and during the period of 2010-2014 the volume of production increased 2,4 
times (Committee on Statistics of MNE of RK 2017). Table 1 depicts the five year period’s 
situation in the industry. 
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Table 1 
The share of the light industry in the GDP structure and volume of production 

Indicator 2010 2011 2012 2013 2014 8 months of 2015 

Share in GDP structure 
(%)  0,12 0,1 0,11 0,1 0,09 NA 

Volume of production 
(%)    0,3 0,2 0,3 0,4 0,3 0,5 

Source: Committee on Statistics of the Ministry of National Economy of RK 
 
The industry shows encouraging results: for the last five years the maximum increase in 
production was noted in the following subsectors: 
- carpets – from 6 to 1898 th square meters (316 times growth); 
- hats and headdresses – from 275,8 to 1 104 mln KZT (4 times increase); 
- clothes made of natural fur – from 188 211 to 470 821 units (2,5 times more). 
But at the same time some decrease was shown in other subsectors: 
- outer knitwear – two times decrease (from 70 051 to 33 949 units); 
- production of cotton – by 30 percent (from 91 404 to 62 899 tons); 
- sweaters, cardigans, vests – by 35 percent (from 95 190 to 63 350 units). 
The following figure shows data taken from the National Chamber of Entrepreneurs of Republic 
of Kazakhstan that define volume of production by the major three sectors of the industry 
(figure 2).  
 

 
Figure 2. Volume of production of the industry, billions of KZT. 

Source: National Chamber of Entrepreneurs of Republic of Kazakhstan (NCE) 
 
According to the results of 2015 the local market for the industry accounted with 1,4 bln US 
dollars, where only 7,3 percent constituted domestically produced goods, though the PVI in 
January-June of 2016 increased by 0,4 percent comparing to the similar period of the previous 
year. That increase was basically identified by the situation in the textile sector, there it was 3,2 
percent, but the cloths production and products made of leather reduced by 0,4 and 10,4 percents 
subsequently. 
The local market is mainly saturated by goods produced by Chinese and Turkish competitors. 
The imported goods brought from Turkey, China and South-Eastern Asia are lower by price 
value and often by quality, but are more competitive as they follow the trends (Alzhanova 
2015). Local companies producing products of often good quality should pay more attention to 
the assortment.   
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The industry consists of basically small companies that constitute about 95 percent of the total 
number of enterprises in the industry. By ownership almost all enterprises (99,66%) are private 
companies. 
The following table shows the Number of acting enterprises of the light industry for the period 
of almost six years of 2010-2014 and nine months of 2015 (Table 2) 
 

Table 2 
Structure of the industry by size of enterprises 

Indicator Types of 
enterprises 2010 2011 2012 2013 2014 by September 

2015 
Light 
Industry  

Small  670 667 652 662 677 841 
Medium  56 51 53 48 55 29 
Large  18 19 18 18 19 20 
Total  744 737 723 688 751 890 

Source: Committee on Statistics of the Ministry of National Economy of RK 
 
By July 2016 there were 933 enterprises in the industry, the largest share (58%) of them was of 
the clothing sector as this type of companies requires less investments comparing to the other 
two; 31 percent of the enterprises were involved in textile production and the rest (11%) – in 
footwear and leather related products. 
There were near 14 thousand workers in the industry in 2016 and as it employs 85 percent of 
women it should be considered as a socially sensitive industry. Figure 3 shows the number of 
employed in the industry. 
 

 
Figure 3. Number of employed in the industry for five year period, 2010-2014. 

Source: Agency on Statistics of the Ministry of National Economy of RK [18] 
 
The industry has an unstable dynamic of import-export operations. The basic reason of import 
overwhelming the export is value added to imported goods as the exported production was 
basically performed by raw materials. The following figure shows the situation with import and 
export in the industry (figure 4). 
For the period of January-June, 2016 import of goods reduced by 1,6 times comparing to the 
similar period of 2015 and was 441,2 million US dollars while the export was 148,2 million US 
dollars indicating 2,2 time increase in comparison to the same period of 2015. Even the large 
volumes of the imported goods present the threat to local producers the industry shows some 
positive shifts.  
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Figure 4. Dynamics of export and import of the RK light industry, millions of US dollars. 

Source: Tradema.сom  
 
Though the industry has not been included into the second wave of the SIIPAG the government 
still supports it within the frames of the Business Roadmap-2020 program that subsidizes 
various projects. Thus, by the beginning of 2016 128 projects at 34,5 bln tenge were subsidized 
and supported, and 1,4 bln tenge were issued as guarantee for other 54 projects as well. 
In 2015 the “Association of Light Industry Enterprises of the Republic of Kazakhstan” 
developed the QazBrands – an innovation Concept on strategic development of local brands. 
Active work is conducted on developing local brands with the aim to consolidate all local 
designers in the clothes market. By date 30 of them have joined the QazBrands program. Later 
these companies are to form the demand for local brands with the purpose to develop the 
industry and increase value added of the production. 
The industry actively attracts investments. For example, in 2015 there were invested 14,8 bln 
US dollars of foreign money. But, this figure was 37,5 percent lower than it was in 2014. 
The share of Kazakhstan textile and clothes in the World market is insignificant. The local 
market is formed by imported goods, and there are many problems in this area of concern for 
the industry officials: lack of money and assets turnover, companies’ debts before the state 
budget and suppliers, low level of the equipment’s technical condition, and non-willingness of 
entrepreneurs to invest into the industry. High rates of credit do not allow companies to have 
sound access to the loans, and banks are reluctant to credit such enterprises because of risks 
related to production.  
The government of the Republic of Kazakhstan also develops the light industry through the 
following measures: 
- modernization of production means that companies can apply to the DAMU Foundation 
for a specific grant for purchasing new equipment; 
- development economic policy in terms of conducting tenders on purchases of the industry 
domestically produced products; 
- securing the industry with qualified workers is about educating people not only in 
professional specialized institutions but in specifically organized training sessions at the field; 
- development of science and innovation for the light industry; 
- rendering some help in post-crisis and financial of the industry’s enterprises. 
Also, the government has launched several programs of supporting businesses and among them 
the following are closely related to the light industry: already mentioned Business Roadmap-
2020, Employment-2020, Productivity-2020, Exporter-2020, and others. 
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On the inter-industrial level there are many opportunities to boost economic growth in the 
country through cooperation of different industries and the IT industry will be the case.  
The government develops the potential relations of manufacturing with the IT sector. A lot is 
already done in that sphere, and the one of the last documents devoted to the issue was the 
President of the country Nursultan Nazarbayev’s (2017) Address to the Nation “Third 
Modernization of Kazakhstan: Global Competitiveness”. In this document with the help of the 
launched program called “Digital Kazakhstan” the issues of reindustrialization and the 
participation of IT in the economy development are clearly stated, defining five priorities 
among which the accelerated technological modernization of the economy is the first, noting 
specific measures: 
- to cultivate new industries with the use of digital technologies to spread digital services; 
- to develop communications and allow access of people and businesses to fiber-optic 
infrastructure; 
- to establish the International TechnoPark. 
All these measures can be fulfilled even in the light industry if there would be established a 
close cooperation of representatives of several industries. To avoid mentioned difficulties and 
to serve customers better it is suggested to develop communication between three domains: 
- the light industry; 
- the consumers; 
- the suppliers. 
This can be done with the help of IT which becomes an inseparate part of industrial relations in 
the modern world. IT sector can be the core of the process of the light industry’s renewal. The 
proposed model is to revive the activity of the light industry in Kazakhstan by combining the 
big set of data to one software program to help the industry to benefit from knowing its 
customers and relating the customer wishes and wants to its suppliers. (Maralbayeva 2017) 
Moreover this can be an example of a countercyclical collaboration on the basis of “a long-term 
perspective [that would] increase the solidity of [participants’] commitment” to the economy 
prosperity. (Etzkowitz 2008) 
The model consists of three databases that are combined into one big data and coordinated by 
a specific entity. The suggested platform is going to keep all the relations between the three 
players and provide the flows for their interaction. Let us consider these flows: 
- Consumers  Producers = INFORMATION 
This database about consumers’ needs and wants and their potential to pay at the same time can 
be collected by the producing companies themselves or by specializing marketing research 
agencies. Textile and apparel industries are ones that have absolutely close approach to the 
consumer as there is personified production. Thus, the industry should pay a lot of attention to 
the customers’ choice. 
- Producers  Consumers = GOODS 
Receiving the query the enterprises of the light industry should secure possession of the needed 
and desired things by the consumers. This database would also help the company to provide 
good quality to the products if the database would be connected to the internal system of 
production control. 
- Producers  Suppliers = INFORMATION 
The database that can grasp the knowledge about the potential of the suppliers can help the 
producers to calculate such things like time of delivery, distance to supplier, required conditions 
by the border control, etc. As a result the producers might free their time for creative work. 
- Suppliers  Producers = RAW MATERIALS, EQUIPMENT, SPARE PARTS 
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This model would bring benefits to suppliers allowing them to know exactly where their own 
customers (purchasing companies) are and possess more sophisticated logistics. Thus, they, as 
producers, will economize on time and distances. 
- Suppliers  Consumers = INFORMATION 
- Consumers  Suppliers = INFORMATION 
This is the only relation that has no direct contact as consumers do not necessarily know who 
suppliers are. But it is very important for suppliers to know the preferences of the market to 
respond to the producers’ queries correctly. As well the consumers also should be aware of new 
technologies in order to form right demand for the products. 
This model assumes that a software program should be developed and this will be a good 
relation between different industries that will allow the whole economy to prosper as through 
this avoidance of disinformation would be reached. If the united big database keeps all the 
information and thanks to IT specialists the information can flow to the exact point of interest, 
finally the country’s economy would develop.   
This software program would promote development of the economy with the final aim to renew 
and drive the manufacturing sector. All these measures would help the economy of Kazakhstan 
to step away from the image of a resource-driven country. With such a software firms could be 
the part of “a larger entity in order to capture the external economies which are internal to the 
entity” and thus, can be more competitive. (Chandler & Hagstrom 2003) 
How would it affect companies’ life cycles? These measures can stimulate companies to 
improve their productivity in order to be in time to grasp the new trends in consumer demands 
and in requirements for manufacturers. Those who have just entered the industry would strive 
to participate in this movement, but those who have already existed in the market for long time 
would be eager to renew their production approaches and even owners’ thinking. This would 
be an innovative approach to production that allow companies be more flexible and go faster 
from the initial stages to more mature state of the business.  
 
CONCLUSIONS 
The textile industry itself is highly developed as a craft and remains essential in the World from 
the 18th century. In 19th century thanks to improvements in textile machinery the volume of 
production increased that allowed the decrease in costs and prices of the industry’s products. 
The 20th century continued the trend, and new innovation ideas helped the industry to change 
the productivity because of automation.  
Kazakhstan’s light industry seems to be in its declining stage but there are some positive shifts 
in it and in the whole economy of the country. There is an internal industry’s potential for 
getting to the new circle of development and the industry may quit the decline stage on its life 
cycle curve. 
Organizations in the industry are currently passing different stages of their life cycles. Due to 
similar conditions in which these companies operate, their ways of development shown by 
imaginative curves of their life cycles can be seen similar. It is not about the length of the stage, 
but it is about the general picture of the OLC curves and problems these firms may have during 
their development. Their development would be dependent on the close cooperation with other 
sectors of the economy. By implementing this kind of cooperation companies can reduce the 
length of the beginning stage to be more competitive and become more mature. Though industry 
and organization life cycles do not necessarily coincide the young IT industry may bring new 
life to the declining light industry through cooperation between its companies and businesses 
within the light industry. 
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As the KIDI Analytical Center noted, Kazakhstan has all prerequisites for developing the 
industry and the production capacity of enterprises allows producing high quality textile and 
clothing production in accordance to international standards. The recent growth of the industry 
is optimistic and comprises 117 percent comparing the two periods of the current and last years’ 
and the volume of production for the first quarter of 2017 was indicated as 16772 millions of 
KZT. (JSC “KIDI” 2017)  
It is mentioned in the European Commission’s calls on Member States: ‘Enhancing industrial 
competitiveness is vital for re-launching growth and employment with the view to reach as 
much as 20% share of GDP for manufacturing by 2020’ [1]. It requires boosting the economy 
through its reconsideration, there are several basic ideas for reindustrialization as follows: 
• development of a sound industrial base for economic growth and employment through 
involvement of other sectors – from raw materials to services. In Europe industry takes 80% of 
exports; each additional job in manufacturing creates 0,5-2 jobs in other sectors; 
• creating a competitive industry through making mainstream industries even more strong; 
paying more attention to internal markets; make the access to energy and raw materials easier; 
make lending to real sector normal and affordable; facilitate global value chain. 
The renewal of the Kazakhstan light industry may happen if it establishes cooperation with 
other sectors of the economy. The IT sector will be a very good example if the proposed model 
could be implemented. Benefits from developed software with the big data set will be for the 
whole economy, symbolising the new approaches to reindustrialization of the Kazakhstan 
economy. It will 1) make the data for the industry more structural and accessible; 2) give the 
impetus for new industries emergence; 3) increase competitiveness of the industry’s enterprises; 
4) can be implemented in other sectors of the economy; 5) launch growth of the entire economy. 
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Abstract 
Structural funds, i.e. in the financial perspective 2007-2013 the European Regional Development Fund 
(ERDF) and the European Social Fund (ESF) are an important source of financing public investments 
in the European Union. The aim of investments realised in European regions, where per capita GDP is 
lower than EU average is to enable to achieve convergence between Member States and regions. The 
objective of this paper is to analyse the differences in the absorption of structural funds in Polish regions 
in the years 2007-2015. The conducted research allows us to verify the existence of correlations between 
the development of the given region and its potential to attract external funding. The study compares 
the support contracted in centrally managed programmes in reference to per capita GDP and to the 
unemployment rate of the given region. It should be emphasised that the existence of the correlations 
described above, which might be defined as the “absorption capacity" of the region, might negatively 
affect the pace of convergence and to increase internal disparities.  
 
Keywords: structural funds, regional development, convergence. 
 
INTRODUCTION 
One of the main aims of income redistribution is to eliminate social and economic disparities. 
Depending on the assumptions, they may improve consumption or increase the production 
capacity of regional or national economy. The first assumption refers, for example, to any types 
of social benefits, while the second one refers to investment funds designed to improve the 
innovativeness of the economy. Although social benefits are not competitive (applicants are 
eligible for support after meeting certain criteria), development subsidies usually are. 
Regardless of their source, they must be distributed in a way that ensures efficient fulfilment of 
the assumed objectives i.e. maximisation of benefits while minimising the costs. However, they 
may also take into account other elements, such as eliminating the differences between regions 
or sectors. In this way, balanced development of the whole country can be ensured.  
The present study is a voice in the discussion on the results of convergence on regional and 
national levels. As previous analyses have demonstrated, improved convergence on national 
level does not necessarily foster internal convergence. One of the main threads in the discussion 
is the verification of the Williamson hypothesis which states that internal inequalities increase 
along with the increase in GDP per capita7.   
 
STRUCTURAL FUNDS 
Structural funding of the EU is based on the provisions of the Treaty on the Functioning of the 
European Union. Art. 174 of the Treaty states that “In order to promote its overall harmonious 
development, the Union shall develop and pursue its actions leading to the strengthening of its 
economic, social and territorial cohesion. In particular, the Union shall aim at reducing 
                                                 
7 Barrios S., Strobl E. 2009 The Dynamics of Regional Inequalities, ,,Regional Science and Urban Economics”, 
vol. 39, no. 5; Davies S., Hallet M. 2002 Interactions between National and Regional Development, "HWWA 
Discussion Paper", no. 207;  
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disparities between the levels of development of the various regions and the backwardness of 
the least favoured regions. […]”8. In this light, the wording “reducing disparities between the 
levels of development of the various regions” should be emphasised. The aim of the European 
Union is not to allocate structural funding in the most efficient way, but to support social and 
economic development where it is necessary. This is particularly important in the view of the 
conducted analysis, as one of the main arguments connected with the functioning of centralised 
programmes, and thus with the functioning of national competitions, is their efficiency. The 
best projects from the whole territory of the given state are selected. This, however, seems 
disputable in the view of the aim specified in the treaty, as the main objective is not the efficient 
allocation of capital, but reducing disparities. Efficiency seems to be secondary.    
On the other hand, the scope of functioning of the ERDF is regulated by the provisions of Art. 
176 of the Treaty: “The European Regional Development Fund is intended to help to redress 
the main regional imbalances in the Union through participation in the development and 
structural adjustment of regions whose development is lagging behind and in the conversion of 
declining industrial regions”9. Similarly as before, one may notice that the aim of income 
redistribution is to reduce the developmental disparities. However, nationwide programmes 
financed from the European Regional Development Fund may increase these disparities, as it 
has been demonstrated below.   
The main document regulating the implementation of structural funds in the 2007-2013 
perspective was the Regulation 1083/200610. Pursuant to this document, all Polish regions have 
been included in the Convergence objective, “which shall be aimed at speeding up the 
convergence of the least-developed Member States and regions by improving conditions for 
growth and employment through the increasing and improvement of the quality of investment 
in physical and human capital, the development of innovation and of the knowledge society, 
adaptability to economic and social changes, the protection and improvement of the 
environment, and administrative efficiency. This objective shall constitute the priority of the 
Funds.”11.  
 
PER CAPITA GDP AND UNEMPLOYMENT 
Two measures reflecting the economic situation of the regions have been used to analyse their 
absorption capacity. The first one is per capita GDP, while the other one is unemployment. 
Table 1 presents the correlations between the allocated funds received by regions under 
centrally governed operational programmes in the years 2007-2015 and the per capita GDP in 
2015. Obviously, the leader among those regions is the Mazowieckie voivodeship, where 
Warsaw – the capital of Poland – is located. The lowest absorption was noted in the Opolskie 
Voivodeship. As it is demonstrated below, a correlation exists between the amount of received 
funding and economic development. However, it is not linear. This may result from the fact 
that part of the investments is financed under non-competition projects, entered in the list of 
key projects. Nevertheless, there is a noticeable increasing tendency that reflects the correlation 
between economic development and the absorption of structural funds. The diagram shows 
clearly that regions of a per capita GDP up to PLN 40 thousand are capable of achieving 
absorption from PLN 3.9 to 13.2 billion. Regions with per capita GDP near PLN 40 thousand 
are characterised by an absorption ranging from PLN 14.1 billion to PLN 20 billion.  

                                                 
8 Art. 174 Treaty on the Functioning of the European Union 
9 Art. 176 Treaty on the Functioning of the European Union 
10 COUNCIL REGULATION (EC) No  1083/2006 of  11 July 2006 laying  down  general  provisions  on  the  
European  Regional  Development  Fund,  the  European  Social Fund  and the  Cohesion  Fund  and  repealing  
Regulation  (EC) No 1260/1999 
11 Regulation 1083/2006… Art. 3 item 2 (a) 
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Table 1  

Correlation between the GDP per capita and the allocated funding in the years 2007-2015 
(only central governance programs) 

 

 
Figure 1. GDP per capita in voivodeship, allocated funding in the years 2007-2015. 

Source: own study based on KSI SIMIK and the Central Statistical Office. 
 
A similar situation is noted for unemployment. Unemployment is evidence that the economy 
has free production capacity. It is one of three main production factors. High unemployment 
rate means that there is a GDP gap, i.e. that the production has not reached optimum level. It 
seems that the existence of free production capacity should foster the absorption of development 
funding. However, it is clear that the situation is different. Generally, the lower the 
unemployment rate, the higher the absorption of structural funding. As in the case of GDP per 
capita, better developed regions are able to attract higher amounts of capital. However, this 
correlation is not as clearly visible as for per capita GDP. Two regions with an 11.8% 
unemployment rate (Opolskie and Łódzkie) have received, respectively, PLN 3.9 billion and 
PLN 16.7 billion. Nevertheless, the trend line demonstrates that lower unemployment 
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Voivodeship 
Allocated funding in the years 

2007-2015 [PLN] GDP per capita [2015] 
Dolnośląskie   16 183 371 708.82          50 031.00  
Kujawsko-pomorskie    8 176 374 622.87          36 379.00  
Lubelskie    8 764 416 637.56          31 170.00  
Lubuskie    5 518 736 972.52          37 635.00  
Łódzkie   16 755 372 588.71          41 839.00  
Małopolskie   15 884 727 223.57          39 834.00  
Mazowieckie   37 822 766 152.89          71 659.00  
Opolskie    3 908 469 411.92          36 299.00  
Podkarpackie   13 213 341 657.09          31 642.00  
Podlaskie    4 485 779 282.67          32 350.00  
Pomorskie   14 646 066 322.35          42 558.00  
Śląskie   20 285 537 547.74          46 499.00  
Świętokrzyskie    5 356 432 341.35          32 640.00  
Warmińsko-mazurskie    8 668 747 889.82          31 955.00  
Wielkopolskie   14 113 284 262.89          47 992.00  
Zachodniopomorskie    9 297 082 716.44          37 461.00  



PROCEEDINGS, 2017                                                                                                    ISSN 2500-9737 
_______________________________________________________________________________________________________________________________________________________ 

67 
 

contributes to absorption of structural funding. Obviously, the highest funding was allocated to 
Mazowsze, although it is not a region with the highest unemployment rate. The lowest 
unemployment rate was noted in Wielkopolskie Voivodeship. On the other hand, the region 
with the highest unemployment rate is not characterised by the lowest absorption, either. The 
Warmińsko-mazurskie Voivodeship, which noted an 18.7% unemployment rate, was ranked in 
the sixth position. It received more funding than, for example, Opolskie Voivodeship, 
mentioned earlier.      
 

Table 2  
Correlation between the GDP per capita and the allocated funding in the years 2007-2015 

(only central governance programs) 

Voivodeship 
Allocated funding in the years 2007-

2015 [PLN] Unemployment rate [2015] 
Dolnośląskie 16 183 371 708,82 10,4 

Kujawsko-pomorskie 8 176 374 622,87 15,5 
Lubelskie 8 764 416 637,56 12,6 
Lubuskie 5 518 736 972,52 12,5 
Łódzkie 16 755 372 588,71 11,8 

Małopolskie 15 884 727 223,57 9,7 
Mazowieckie 37 822 766 152,89 9,6 

Opolskie 3 908 469 411,92 11,8 
Podkarpackie 13 213 341 657,09 14,6 

Podlaskie 4 485 779 282,67 12,9 
Pomorskie 14 646 066 322,35 11,1 

Śląskie 20 285 537 547,74 9,6 
Świętokrzyskie 5 356 432 341,35 14,1 

Warmińsko-mazurskie 8 668 747 889,82 18,7 
Wielkopolskie 14 113 284 262,89 7,6 

Zachodniopomorskie 9 297 082 716,44 15,5 
 

 
Figure 2. Unemployment rate, allocated funding in the years 2007-2015. 

Source: own study based on KSI SIMIK and the Central Statistical Office. 
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regions. They include both enterprises and scientific and research units or public entities.  This 
in turn translates into a higher number of submitted applications for funding, which, naturally, 
improves the capacity to obtain EU funds. Thus, better developed regions have higher chances 
to obtain funding, due to a higher number of applications submitted. However, it is not only the 
number of applications that determines funding, but also their quality. Here, better developed 
regions also have an advantage over the others.  
Access to information, including consulting services, also has a positive influence on absorption 
capacity. This results from the fact that structural funding is a complex matter. Preparing a 
correct application and settling it later requires specialist knowledge. In better developed 
regions access to such knowledge is easier (cheaper) thanks to the existing effect of scale. 
Potential applicants may use the services of consulting companies, trainings or information 
points. Obviously, the inhabitants of less developed regions may also use such services, but 
they are less accessible to them due to the distance. Clearly, such correlation also exists as far 
as the accessibility of financial services is concerned. 
The third reason may be the increase of investment needs in better developed regions, in 
comparison to less developed ones. This is connected with Wagner’s Law, which states that 
public expenditure increases with the increase of GDP. Thus, better developed regions have 
higher investment needs. This results from the modernisation or development of the existing 
infrastructure. In less developed regions the demand for such funding may be limited or even 
non-existent. An example may be the funds for R&D infrastructure of scientific units and 
enterprises or projects in the transport sector. Better developed regions have to modernise their 
research and development potential by increasing its innovativeness, which is extremely cost-
consuming. In the transport sector, they more often realise innovative projects (such as high-
speed railway or multi-functional hubs connecting several forms of transport).    
 
CONCLUSIONS 
The conducted analysis certainly does not exhaust the topic. It only points to a certain research 
problem that requires further, deeper studies. However, in the opinion of the author, it allows 
to draw some conclusions. Firstly, central governance (national) programmes force increased 
competition, which prefers economically stronger regions. It is quite obvious that large 
infrastructural projects of super-regional significance, such as road or railroad investments or 
bicycle paths connecting several regions should be financed from national operational 
programmes in non-competition procedures. However, all other investments should be financed 
in a less centralised way in order to ensure the realisation of the objectives of the Treaty.   
Secondly, regional operational programmes constitute an alternative for central governance 
programmes, as they guarantee an appropriate level of structural fund absorption in the given 
region. The funds allocated to a given programme are distributed by means of competition and 
non-competition programmes. However, regardless of the form of subsidies, these funds are 
assigned to a region and they must remain there. This means the existence of so-called territorial 
eligibility.  
The division into regional and national programmes should be expanded to include macro-
regional programmes or programmes addressed to specific regions on a similar development 
level. Thus, regions would be assigned allocation under Regional Operational Programmes, but 
they could also compete for additional funding against other regions that are similar in social 
and economic terms. On the one hand, this would promote efficiency, while on the other it 
would offer interested regions a real opportunity to compete with others. Such solution is 
applied, for example, under the Operational Programme Eastern Poland12, where several regions 

                                                 
12 Operational Programme Eastern Poland, https://www.polskawschodnia.gov.pl/en/ [25.08.2017]   
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are covered by one common operational programme and each of them additionally has its own 
Regional Operational programme.  
Another conclusion that may be drawn from the discussed analysis, in the opinion of the author, 
is the fact that, from the point of view of the realisation of horizontal objectives, such as 
eliminating social and economic disparities and fostering cohesion, central governance 
problems are not necessarily effective. As it has been demonstrated above, national programmes 
support mainly those regions, which are better developed, thus increasing the existing 
disparities instead of reducing them. Hence, it is necessary to develop a mechanism that will 
promote competition among entities that are similar in social and economic terms. In this way, 
efficiency can be ensured, while at the same time reducing developmental disparities.    
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Abstract  
Humans’ behavior is rational. But frequently, identify the reasons of their behavior is quite difficult. 
Rules, norms, personality defines employees’ behaviors. About private life it is invisible, because people 
have close relations with others who is similar to them. But, while speaking about workplace, the 
differences become very clear. As the workplace is not their choice. Employees often react differently 
on the same stimulus. Accordingly, conflicts of different type and strength arise.  Conflict is the 
inevitable in organizational development. The results of it can be constructive as well as destructive. 
So, it’s essential to take effective measures. 
Organizational conflicts are very important for Organizational Development. The main issue during 
conflict studies is to define employees’ behavior. The behavior itself is defined by the personal 
characteristics of the employees. Thus, prediction of the employee behavior during conflict is too 
difficult. The behavior is the caused by the following factors such as perception, attitude, skills, values, 
family, age, gender, experience, environment, situations. All the mentioned factors influence on the 
conflict management style.  
Employees, who have different personality, have different attitude towards organizational conflicts. As 
a result they have different behavior during conflicts. For the employees both the personality and the 
situational factors are essential. But there are people who are inflexible in organizational conflicts. It’s 
important to respect and consider the motives of their behavior in order to control them during conflict 
process.  
In the paper there is short theoretical review of organizational conflict studies. We conducted survey in 
Georgia about organizational conflict and on the conflict resolving style. The main attention was paid 
on the following personal characteristics: gender, age, education, working sphere, working position, 
family status, controlling emotions in Georgia. In the paper there are given: attitudes of employees’ and 
the reality about organizational conflicts in Georgia; Results of this survey and accordingly there are 
conclusions, recommendations.  
As a results showed in Georgia there is very rare conflict management trainings; the most frequent 
conflict resolving style is cooperation. It is quite difficult to control emotions in conflict process. But 
many employees in Georgia manage to control themselves and who could not, they are trying. Also, 
online-management and using control stimulation strategy is rare practice. In the paper there are widen 
findings and recommendations.  
 
Key Words: Organizational conflicts, conflict resolution, conflict.  
 
INTRODUCTION 
Conflicts are an everyday phenomenon in each organization. Conflicts are impossible to avoid, 
but it is possible to manage them in a way that we recognize the conflict symptoms in time. It 
is necessary to continuously track the organizational signals, which point to their existence. In 
case we do not react in due time, this can lead to a situation where the conflict itself manages 
the organization (Turkalj  E., Fosi I., Dujak D.). 
The important aspect of conflict is how the human participants relate and respond to it. 
Managers must control conflict. That is, they must keep dysfunctional conflict at an acceptable 
level, but, also, they must learn to stimulate functionally productive conflict when it is at too 
low level (Pierre C.R., Peppers J.G.) 
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All organizations, however simple or complex, possess a range of mechanisms or procedures 
for managing conflict. These are built into the organizational structure and are consciously 
employed by administrators to influence the course and development of a conflict. The success 
or effectiveness of such procedures can be gauged by the extent to which they limit conflict 
behavior and the extent to which they help to achieve a satisfactory solution. If administrators 
care for optimal methods of conflict management, they should give their strongest support to a 
strategy that can end a conflict in a satisfactory and self-perpetuating manner. Conflict 
resolution is the immediate outcome of any intervention. The outcome of a conflict depends 
upon many aspects (Bercovitch J.). The important thing is not only the conflict, but also the 
way we react to it, our involvement in these processes. The attitudes and the behaviors we adopt 
can increase the chances of reconcilement, can postpone it or considerably feed it. Our reaction 
can be a strong one because we feel in the right to reach certain objectives, to act in the chosen 
manner. The greater the threat we feel, the greater the intensity of the reaction to the elements 
we analyze (NĂSTASE M.). Thus, it is vital to identify what defines employees’ behavior. It 
means we should analyze personal characteristics and situational factors as well. This will give 
us instructions how and what mechanisms we should use to manage conflict.  
 
METODOLOGY 
The work uses the methods of analysis, synthesis and comparison; As an object of the research 
was selected employees in Georgia, their attitude, view and personal characteristics in the 
context of organizational conflicts. We surveyed employees to define how the age, sex, 
education, marital status, hierarchical level, working sector and controlling emotions reflect on 
their conflict management style. 120 respondents have been surveyed. Age group 18-22 were 
5% of respondents; Age group 23-25 were 26.7%; 25-30  53.3%; 30-40  10%; 40-50 1.7%, 
more than 50 years old was 3.3%.  From the respondents 20% were from public sector, 80% 
from private sector.   The questionnaire consisted of 20 questions. The questionnaire was 
anonymous. The results of the survey, findings, conclusions and recommendations are given in 
the paper.  
 
THEORITICAL PRINSIPLES 
For analyzing organizational conflict, we should analyze all the factors defining employees’ 
behavior. First of all, they are personal characteristics.  
Sigmund Freud, in 1880-1930 works, speaks about the importance of psychodynamic theories 
of personality. His followers modified his ideas, corrected and widened. They were trying to 
explain adequate cognitive processes as have central role for human attitude towards reality 
(Deutsch M., Coleman P.T., Marcus E.C).  
For describing personality there were using many different assumptions. In last two decades 
these factors were combined in 5 factors of describing personality. Researches called this big 5 
model (Gibson L.J., Ivansevich J.M.,Donelly J.H., Donnelly J.H.,2012). These five factors are: 
extroversion, agreeableness, conscientiousness, neuroticism, openness to experience 
(Ackerman C.2017). This model is using for the following reasons: is more exhaustive than 
other models, includes normal behavior as well as extremums, can be used in differenet 
cultures, is the most ckear and correct model. Many researches confirmed that this model has 
very important role for defining employee behavior in organizations and for making adequate 
decisions (Deutsch M., Coleman P.T., Marcus E.C.,). The other well-known and useful model 
is RIASEC model by Holland. According to this model people are one of six personality types: 
Realistic, Investigative, Artistic, Social, Enterprising, and Conventional (Colquitt J.A., Lepine 
J.A, Wesson M.J., 2011).  



PROCEEDINGS, 2017                                                                                                    ISSN 2500-9737 
_______________________________________________________________________________________________________________________________________________________ 

72 
 

Besides all the above mentioned, conflicts are caused by the conflict sources. According to the 
Glinow M.A.V, McShane S.L, 2014, conflicts sources can be: Inappropriate aims, differences, 
resource leakage, uncertain rules and bad communication. Nelson D.L., Qucik J.C., 2013, in 
their book offer another classification of conflict sources: Structural and Individual. About 
individual sources we discussed above. Structural sources are: specialization, status and 
legislation.  
Conflict process itself has 3 stages: pre-conflict situation, open conflict and conflict resolution. 
It is possible to predict conflict on the first stage and prevent its escalation (Paresashvili N, 
2012).  
Conflict handling styles are: collaborate, dominate, avoid, accommodate and compromise. 
According to the many surveys people use different styles in different situations, sometimes 
combination of several. Interesting what defines conflict handling styles and what are the 
mechanisms of managing organizational conflict.  
  
FINDINGS 
Gender is one of the most important factors, influencing conflict management style. In our 
survey, 66.7% of the respondents were female and 33.3% male, from all of them 91.7% had 
high education and 30% was on managerial position.  
Respondents were asked about the marital status: 56.7% was single, 43.3% was married. From 
the, 33.3% had children and 66.7% not.  
Interesting was the frequency of organizational conflicts in Georgia. As it was found out, 71.7% 
of the respondents say that it happens very seldom in their organizations, 25% says it happens 
frequently. 3.3% say that there is no any conflict in their organizations. Survey showed that 
50% of the mentioned conflicts are between manager and employee, 40% among employees 
and 10% among managers (Figure 1).                                                                          
 

 
Figure 1. Conflict parties. 

 
Reasons of the conflicts are one of the most important issues while studying organization 
conflicts. In Georgian reality, survey results showed that the main reason is working 
environment and conditions (46.7%). 28.3% said that different values, views and interests cause 
the conflict in organizations. Racial, religious and cultural identities do not cause conflicts in 
the organizations where our respondents are working.  
Roles should be assigned very carefully. Each employee should know clearly his role and tasks 
as it can be source of conflicts. Besides, personal characteristic and relations can encourage 
conflict process. According to survey results, working roles (56.7%) and personal features 
(43.3%) cause conflicts in organizations in Georgia.  
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Conflicts should be resolved in reasonable time. More it lasts in time, the more negative results 
are coming for organizations and the members of them. But, in Georgia, results showed that 
conflicts are resolved in short time (78.3%).  
Conflicts handling style can be passive or active. Employees in Georgia are resolving conflicts 
mostly in a passive way. From the 5 conflicts handling style employees use most collaboration 
style in Georgia. Answer results on this question are shown in Figure 2.  
 

 
Figure 2. Conflict handling styles. 

 
Controlling emotions are important in our daily life. But their importance increases when 
employee becomes party of the conflict. If you control emotions there is more likelihood you 
will win.  According to our survey results most employees in Georgia do not face problems 
regarding emotion control as 60% of them always manage it successfully and 35% -seldom. 
Only 5% of them cannot do the mention (Figure 3). 
 

 
Figure 3. Controlling emotions. 

 
Participation in conflict and finding the solutions from this situation is unpleasant for the 
parties. Thus, they have different reactions and behavior because of their personal 
characteristics and the situation around them. In these conditions, it becomes more important 
to train organizational members about the conflict management. 86.7% of the respondents say 
that there is no such type of trainings in their organizations.  
Sometimes despite desire of the parties, it is not possible to resolve conflict. Good practice is 
to do this by intervention the third part. 53.3% of our respondents agree with this way of conflict 
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resolution, 46.7% do not like this idea. This results show that in Georgian reality it’s quite 
difficult to give recommendations to the third party. Interesting is not only desire, but the results 
of this. Survey results showed that conflicts are solved by the third party only in 6.7% of 
conflicts. Mainly, conflicts in Georgia are solved by the parties themselves in 66.7%; 26.7% - 
are solved by the manager.  
For employees in Georgia more important are team interests than their private ones. So they are 
trying to make decision in favor of the group (83.3%). But part of them (13.3%) thinks about 
their personal victory.  
Through all the above mention processes key factor is the skill of empathy. This means to 
consider others’ feelings and interests and manage conflict correctly to have constructive 
results. 69.5% of the respondents think that they have this skill; 28.8% tries but very seldom 
manages to imagine himself on others’ place and consider their feelings and interests; 1.7% 
cannot do this at all.  
Today, in a competitive, fast changing world, the era of technologies, it is too important speak 
about online-management of the conflicts. Particularly, interesting, how frequently conflict 
online management (mobile communication, video-conferences, using computers and etc.) is 
used in organizations. The surveys showed that 69% are not using it at all; 22.4% use sometimes 
and 8.6% quite often. This way of conflict resolution becomes more and more popular and it 
will be good recommendation using it more actively.  
If we analyze total results of the survey, we will see that conflict as positive phenomena is very 
rare. Accordingly, when we asked manager respondents if they are using conflict stimulation 
strategy in order to encourage positive changes in organizations, 45.5% answered that they are 
not using this strategy at all; 25% uses it very seldom. There were only 29.5% who are using 
this strategy. 
Involvement is very important during decision making. So manager should involve employees 
in this process in order to achieve total satisfaction. 68.3% of the respondent managers are 
acting like this; 22% of them discussing with employees, but makes decision themselves 
without considering employees opinion. 7.3% of managers did not involve their employees at 
all.   
Negotiations can help a lot in conflict resolution.  In negotiation process its important manager 
play active role and encourage employees. 75% of respondents think like this, 23.3% partly 
agrees and 1.7 not agrees.  The last ones think that manager should decide everything and 
employees do all the directions from manager without discussion.  
When employees in Georgia are involved in conflict process and the second part not agrees 
them, they have different reactions: 61.7% tries to collaborate anyway; 15% tries to convince 
other side in their truth, 15% compromises and considers other party’s opinion. The rest is doing 
nothing and trying to avoid the situation.  
Sometimes, despite their internal world and their own opinions, people prefer to say nothing 
and act like others are waiting from them. While aksing them the reason of it, majority answered 
that the reason is authority. 
Cognitive development is continues process according to the newest survies. It continues even 
after adulty period for whole life.  Managers should consider this fact and relize that they can 
change employees attitude and behavior.78.3% of  Employees  in Georgia agree with this 
opinion and for 20% it is hard to answer this question. 
 
RESULTS 
To sum up the results, let’s see how age, gender, education, hierarchical level and marital status 
define the ways of conflict resolution.  
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According to age groups, the results showed that students choose cooperation and domination 
as conflict handling style. Graduates additionally choose avoid for conflict resolution. In 25-30 
age group is added compromising style. In 30-40 age group domination disappears, after 40 the 
conflict resolution style is again compromise and collaboration.  
According to the survey by Pinto and Ferrer (2002), educational level has significant relation 
on conflict handling style. But in our survey results there is no difference according to this 
parameter.  
Hierarchical level makes employees use different conflict resolution style. Survey showed that 
middle and high level managers using collaborative and dominate style. Low level managers 
and other employees use avoid style.  
Marital status did not show differences in our survey. The same results showed in Croatia in 
2010, when Nina Poloski and Sanja Sontor made survey. We can say that this factor has very 
little or no influence on conflict handling style.  
All in all, while organizational conflict management we should consider age, gender, 
hierarchical level, controlling emotions and other situational factors. All the mentioned define 
which conflict handling style will choose employee.  
Recommendations should be following: Managers should consider personal charasteriustics of 
their employees as well as the situational factors; sometimes intervention of the third party can 
be used as mechanism of conflict management. First of all, in organizations in Georgia there 
should be more and frequent trainings about conflict management. Employees should 
understand that conflict is positive and conflict stimulation strategy can be used for achieving 
positive results. Controlling emotions are very important factor for everyone. It needs continues 
self-working by employees. If all these recommendations will be considered, employees will 
see conflict as positive thing with all its constructive results. Thus, we will have more developed 
and successful organizations. Accordingly society will be more developed and successful.  
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 Abstract 
The Global Financial Crisis of 2007-2009 revealed the weakness of central banks supervisory policy. 
In the academic circles, before the global financial crisis there was a widespread perspective about 
existing conflict between  monetary policy and macroprudential policy (inflation / financial stability), 
which justifies the division of monetary and prudential functions. Depending on this approach, there 
was a significant trend in separation of these functions in some countries. After the crisis, the weakness 
of this approach was clearly demonstrated by poor economic growth and financial instability. We should 
note, that monetary policy independently is not sufficient to promote economic and financial stability, 
in this case macroprudential policy aims to mitigate risk in financial sector, minimize and eliminate 
financial instability whole.  
Nowadays, consensus has been suggested that developing banking regulatory norms and 
implementation in practice is a necessary condition for achieving the financial and economic stability 
of each country. 
In this article is surveyed supervisory policy peculiarities of National Bank of Georgia, legislative 
norms, which are in compliance with Basel Committee regulations. Topic emphasizes financial sector 
stability index and its components, index evaluation and detailed explanation, correlation between GDP 
growth and banking stability index. 
 
Keywords: supervisory activity, macroprudential policy, financial stability indicators, banking stability 
index. 
 
INTRODUCTION 
Banking Supervisory Policy is essential for each country to ensure financial and economic 
stability, especially after global financial crisis. The global financial crisis revealed the 
waakeness of microprudencial regulation and the need of active macroprudential tools to be 
implemented urgently. In this direction, The Basel Committee has introduced several norms 
and regulations related to capital requirements, leverage ratio, countercyclial buffer and etc. 
The mandate of theses regulations is to strenghthen supervisory policy, implemented by central 
banks and therefore, enhancing financial stability.  
 
NATIONAL BANK OF GEORGIA SUPERVISORY POLICY PECULIARITIES 
Supervisory policy implementation issues by the national banks became especially relevant 
during the current period. As it is known, Georgia is based on foreign experience, it should be 
noted that 9 countries of the European Union (Denmark, Belgium, Luxembourg, Finland, 
Ireland, Sweden, Austria, Germany, France) use either a separate or mixed supervision model. 
It is noteworthy that the reverse amendment (except for Sweden, where work on counter-reform 
is taking place) has been achieved in 9 out of 8 countries, since the mechanisms, used before 
global financial crisis did not justified in the direction of supervision policy. Thus, supervisory 
function in these countries was returned to the central banks or strengthened its role in the above 
mentioned activity. It should be noted, that banking supervision is also under guidance of 
Federal Reseve System, the US. 
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The European Central Bank (ECB)13 openly supports the remaining of the supervisory function 
within the central banks, which follows from his long experience in this area [European Central 
Bank, 2010: 5-7]. The 2008-200914 Global and Eurasian Financial Crisis clearly demonstrated 
the advantage of banking supervision function implemented by central bank. It has been 
revealed, that the existence of the supervision function separately from central bank, is a 
hindrance to this body to implement its main tasks – 1) to maintain the country's monetary and 
financial stability, 2) to react to the ongoing financial fluctuations and timely response to current 
financial fluctuations. From global financial crisis, there was a tendency of delegation 
supervisory policy to central banks.  It should be noted that the supervisory function of the 
National Bank of Georgia was returned in 2009 (supervisory function was seized by NBG in 
2008). In the case of allocation of supervision functions, the NBG will be able to fulfill its 
constitutional obligations under the direction of monetary policy development and financial 
stability. 
The technical documentation and frameworks related to macroprudential policy, in Georgia was 
developed by the IMF15, with periodic consultations. According to the IMF, macroprudential 
and monetary policies are well integrated in Georgia. Well-organized macroprudential policy 
should help to effectively manage monetary policy, to achieve price and financial stability. The 
independence of the National Bank shall be the guarantee of achieving these two objectives. 
The National Bank of Georgia is a supervisory body, responsible for implementing 
macroprudential policy in the country. In NBG operates supervisory department and specialized 
groups, which provide recommendations for achieving financial stability. Also, it should be 
mentioned the importance of exchange information with the Macroeconomic and Statistics 
Departments. Noteworthy, implemented regulatory frameworks by National Bank of Georgia, 
in particular, the procedure for external audit of banks, prepared by "International Accounting 
and Assurance Council" (IAASB) since October, 2010. On the basis of an external audit, the 
National Bank receives detailed information about the loans and reserve policies in accordance 
with the IFRS, the financial statements of the foundation head and holding, which helps to 
assess bank risk and activities. Along with prudential regulation, the National Bank ensures the 
protection of bank costumers rights in the financial market. For this purpose, the "Rules for 
Providing Information to Customers on Commercial Services by the Commercial Bank" has 
been enacted since 2011, which regulates commercial bank credits to individuals and providing 
complete, necessary and accurate information to costumers [National Bank of Georgia, 2011: 
57-58]. 
In 2015 [National Bank of Georgia, 2015: 89] continued developing and improving the 
supervisory framework. During this period, along with the risk assessment in the scope of the 
supervisory process, significant resources was spent on commercial banks risk assessment and 
to encourage its efficiency. This assessment included the definition of the supervisory board, 
management and internal control system adequacy. In December 2015, the "Instruction of 
Determining Capital Buffers" has been approved. The National Bank of Georgia started to 
introduce a capital countercyclial buffer accordingly Basel III regulations, by 2015. 
Systemically important banks are obliged to introduce a countercyclial buffer practice over the 
next 5 years. Experience of other countries provides opportunity to use macroprudential 
instruments in Georgia, as well as the importance of strengthening communication with the 
                                                 
13 ECB(European Central Bank), was founded on  June 1, 1998. The headquarters is located in the German city of 
Frankfurt. He is the successor of the European Monetary Credit Institute (EMI), which played a leading role in 
preparing the euro in 1999. 
14 The global financial crisis in 2008 caused of economic downturn throughout the world. 
15 International Monetary Fund - an international organization that has a status of UN specialized agency. The IMF 
aims to provide a global financial system stability, through monitoring of foreign exchange courses and payment 
balance. 
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publication of annual report on financial stability. The National Bank has implemented several 
measures in the direction of macroprudential policy, namely, the use of a countercyclial buffer. 
Between 2002 and 2008, the limit was set to 100%, and in 2008-2010 it was reduced to 50%, 
and in 2011 it increased to 75%. The same policy has been applied to reserve requirements. 
Special attention is paid to the use of LTV and PTI16 instruments. The use of macroprudential 
policy is very important for currency stability related to the reduction of credit and liquidity 
risk, as well promotion of dedollarization process. 
 
FINANCIAL STABILITY INDEX AND FINANCIAL STABILITY INDICATORS 
The General Banking Stability Index (ABSI) is the tool, assessing financial stability, which 
gives the opportunity to policy conductors, react and pursue countercyclical policy. In addition, 
is can be observed the dynamics and time evolution of index. Compared to other methods, 
advantages of index are high level of transparency and easy identification of required statistical 
data. The difficulty of calculating the index is to select individual indicators, normalize and 
define the appropriate weight. 
The National Bank of Switzerland has created a Comprehensive Stress Index for the country's 
banking system and regularly publishes in annual financial stability report. The index consists 
of different variables; they increase the profitability of banks and capital adequacy (Hanschel 
and Monnin 2005). Albuescu (Albulescu 2010) has developed a general stability index for the 
Romanian financial system. Index includes 20 indicators, which are linked to the sustainability 
of the financial system and international economic climate. He normalized each indicator and 
then integrated into the common index. 
Similarly, the Central Bank of Turkey created the Financial Strength Index using the 6 sub-
index. This index includes assets, liquidity, risk of interest rates, profitability, exchange rate 
and capital adequacy. 
In the calculation of the banking stability index, financial data of Georgian commercial banks 
are taken from period 2005-2012. Depending on the fact, that the Georgian banking sector 
comprises over 90% of the total financial system assets, the results obtained by computing the 
index can be generalized. For more accuracy, the index is calculated based on quarterly data. 
In order to achieve high quality of the banking stability index, its components includes different 
content indicators (FSIs) of financial stability. This group of indicators is recommended by 
International Monetary Fund (IMF), for monitoring and evaluation of financial sector. 
Indicators include: Capital Adequacy, Asset Quality Level, Profitability, Liquidity, Currency 
Risk (See table 1) 
 

                                                 
16LTV-Loan to Asset Price Ratio, PTI-Payment to income  Indicator 
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Table 1 
Financial stability indicators 

Financial stability indicators 
Capital 
adequacy 

supervisory capital / risk weighted assets  I1 
Net Inactive Loans / Equity I2 

Asset quality Inactive Loans / Total Loans I3 

Profit and 
profitability 

Assets returns ratio (ROA) I4 
 Capital returns ratio  (ROE) I5 
Net interest income / gross income I6 
Non-Profit Expense / Total Income I7 
Difference between loans and deposits rates I8 

Liquidity 
Liquidity Assets / Total Assets I9 
Liquid assets / short-term liabilities I10 
Customer Deposits / Total Loans I11 

Currency 
risk Net open currency position / supervisory capital I12 

Source: National Bank of Georgia, 2013, General Banking Stability Index, Volume I, N3, pp. 40 
 
 Supervisory Capital / risk weighted Assets (I1) - It measures capital adequacy of depository 
corporations, in particular the bank's ability to handle negative shocks and unexpected losses. 
It also shows the bank's leverage level, i.e how much banks are financed by other sources, 
except their own capital. Net Inactive Loans / Equity (I2) - Net inactive loans are inactive loans 
minus reserve of possible losses of loans. This indicator explains the bank's ability to withstand 
the stress, caused by the existence of inactive loans. Inactive Loans / Gross Loans (I3) - describe 
the quality of the loan portfolio and shows the credit risk level. Assets returns ratio (ROA) (I4) 
- indicator measures the profitability and efficiency of the bank, in terms of the use its assets. 
Capital returns ratio (ROE) (I5) - Indicator measures the profitability and efficiency of the bank, 
in terms of its capital usage. Net income / total income (I6) - The indicator reflects the share of 
net interest income (interest income minus interest expense) in the total income. In case of low 
leveraging of the bank, the indicator is usually higher. 
 Non-Profit Expense / Gross Income (I7) - shows the amount of administrative expenses 
towards total income, ie, the effectiveness of the use of resources by the bank. Difference 
between the loans and deposits rates (I8) - the bank's profitability index; It also reflects the level 
of competitiveness of the sector. Liquid assets / total assets (I9) - liquidity indicator, which 
describes how expected and unexpected demand is paid on cash. Liquid assets / short-term 
liabilities (I10) - reflect liquidity inconsistencies between the bank's assets and liabilities. It 
describes, how much the bank is able to deal with money outflows in the short term, without 
any problems with liquidity. Customer Deposits / Gross Loans (I11) - an indicator shows how 
much of the portfolio is financed by customer deposits. If the value of the ratio is less than one, 
the bank depends on borrowed resources. Net Foreign Exchange Position / Supervisory Capital 
(I12) - measures the bank's sensitivity to currency risks, with respect to supervisory capital. It 
reflects the discrepancy between the bank's foreign assets and liabilities. 
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Figure 2. Profitability. 

 Source: National Bank of Georgia, 04/2017, Financial Sector Review, pp. 12 
 

  Table 2 
Assets returns ratio (ROA), Capital returns ratio (ROE) 

Time 05/16 06/16 07/16 08/16 09/16 10/16 11/16 12/16 01/17 02/17 
ROA * 2.8 2.6 2.6 2.7 2.9 2.7 2.8 2.9 2.8 3.0 
ROE ** 19.4 18.4 18.4 18.2 18.9 20.4 19.1 19.2 20.6 21.1 
* ROA=(The sum of the last 12 months profits / (the average assets of the last 12 months) 

** ROE=(The sum of the last 12 months profits /(the average capital of the last 12months) 

Source: National Bank of Georgia, 04/2017, Financial Sector Review, pp. 15 
 
The figure 2 shows the dynamics of the banking stability index for Georgia in 2005-2012. 
Apparently, the dynamics of the banking stability index and the gross domestic product growth 
rate coincide with each other, both the index decreases with the global financial crisis, and then 
growing, when the economy begins upwarding. 
 

                  
Figure 2. Development of Banking Stability Index (ABSI) in 2005-2012. 

Source: National Bank of Georgia, 2013, General Banking Stability Index, Volume I, N3, pp 43 
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Phase 1 - From 2005 to the end of 2007, when the value of the index is more than 0, it highlights 
countries more acceptable level of financial stability. 
Phase 2 - From 2008 to the second quarter of 2010, when the value of the index is negative, this 
period coincides with the global financial crisis. 
Phase 3 - from the third quarter of 2010 to the end of 2012. This period is slowly beginning to 
come from crisis, and therefore, stability of the financial sector is growing. 
 

Table 3 
Correlation between GDP growth rate and bank stability index, by lags 

Correlation 
Lag(qaurter) 1 0 -1 -2 -3 
2005-2011 0.654 0.792 0.802 0.789 0.593 
2006-2010 0.69 0.862 0.897 0.826 0.599 
2007-2009 0.884 0.877 0.914 0.866 0.674 

Source: National Bank of Georgia, 2013, General Banking Stability Index, Volume I, N3, pp 48 
 
It also draws attention the fact that, when we reduce the time range around the start of the crisis, 
correlation it increasing.  The fact mentioned above indicates the successful functioning of the 
indicator and if it is true, then the index should also be successful in Georgia's similar 
economies. 
 
CONCLUSION 
The gaps in the supervisory policies identified as a result of the global financial crisis, have put 
in the agenda immediate usage of macroprudential frameworks, instruments, regulatons and 
policy implementation. The central bank of each country analyzed the need of integrated 
monetary and supervisory activity to achieve financial and economic stability. As a result, 
financial stability indicators were introduced, which react well to macroeconomic shocks and 
gives the opportunity to supervisors to take effective countercyclical policy. 
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Abstract 
Rapid development of new technologies has posed new challenges for modern day marketers. Therefore, 
it is important to understand and effectively use such technologies for promotion of products and 
services. The proliferation of Internet and the popularity of social media are two important aspects of 
new technologies. In a highly competitive market, effective use of social media is critical for market 
success. This also applies to the providers of higher education services like universities. Recent years 
have seen increasing spending by universities to promote their brand and services through social media. 
Social Media Marketing (SMM) uses marketing tools and practices through social media platforms to 
provide information and promote brands, products and services to potential consumers (Social Media 
Marketing). While leading international universities have been using social media to promote their 
services for quite some time now, there is little evidence of such marketing by domestic universities so 
far. At the same time, promotion of educational services through the use of social platforms is the most 
promising direction to communicate to young student population. 
In this regard, the objective of this research is to explore the following issues: 1) ways by which social 
media platforms provide unique advantages for higher education marketing and 2) the prospects and 
potential of social networks as a digital marketing tool for promoting the educational services. 
The research methodology will use general scientific methods and techniques for comparative analysis. 
Data will be collected from marketing practices of leading international universities and analyzed for 
their impact on marketing. Relevance of such marketing practices for domestic universities will be 
discussed. 
The contribution of this research is to highlight how domestic universities could gain from successful 
and innovative adoption of social media marketing to increase the reach and impact of their educational 
services as an Internet marketing tool and to determine the opportunities for promoting the universities 
educational services. 
Understanding of the opportunities offered by social networks to promote educational services, as well 
as the knowledge of valuable foreign experience, has a great practical importance for the domestic 
universities. It will ensure the reasonable and an effective use of social networks as one of the leading 
and promising Internet marketing tools. 
 
Keywords: higher education, promotion, integrated marketing communications, university marketing 
communications, digital and Internet marketing, social networks. 
 
В современных условиях в сфере предоставления образовательных услуг высшего 
образования также как и во всех других отраслях экономики происходит обострение 
конкурентной борьбы между участниками рынка. Причины этого общеизвестны и 
кроются как в усложнившихся условиях ведения бизнеса, так и в последствиях 
кризисных явлений поразивших экономическую и финансовую системы большинства 
стран мира. В сфере высшего образования такое обострение конкуренции проявляется в 
первую очередь в усилении борьбы за каждого потребителя, заинтересованного в 
получении образовательных услуг.  
Каждый вуз должен теперь максимально полно использовать все инструменты 
интегрированных маркетинговых коммуникаций (ИМК) для того, чтобы быть 
услышанным потенциальными потребителями, чтобы как можно большая часть этих 
потребителей остановила свой выбор именно на, предлагаемых им образовательных 
услугах. В зависимости от ситуации, в которой в данный момент находится тот или иной 
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вуз необходимо больший акцент делать на каком-то определенном инструменте ИМК, 
будь то реклама, PR или стимулирование сбыта, разумеется, обеспечивая при этом 
комплексное их использование. На наш взгляд, достичь наибольшей комплексности в 
использовании указанных инструментов ИМК позволяет интернет-маркетинг, и именно 
такое новое его направление как SMM (social media marketing).  
Согласно определению, которое дается в американской Википедии: «Social Media 
Marketing (SMM) ИМК — это процесс привлечения трафика или внимания к бренду или 
продукту через социальные платформы. Это комплекс мероприятий по 
использованию социальных медиа в качестве каналов для продвижения компаний и 
решения других бизнес-задач» (Википедия, 2017). При этом авторы статьи в Википедии 
отмечают: «Marketing в аббревиатуре не точное слово, так как под ним подразумевается 
Promotion, который входит в комплекс маркетинга. То есть, более точная аббревиатура 
Social media promotion (SMP)». (Википедия, 2017). На наш взгляд, такое понимание сути 
маркетинга в социальных сетях является адекватным, так как в социальных сетях 
наиболее эффективно и продуктивно можно проводить именно такого рода 
маркетинговой службы. Социальные сети предоставляют все возможности правильно 
выбирать целевую аудиторию, находить именно те площадки, где эта целевая аудитория 
представлена в наибольшей степени,  соответственно можно оказывать на неё точечное 
воздействие. Такие возможности социальных сетей очень важны для продвижения 
товаров, услуг, брендов, идей, каких-либо проектов и самих компаний и организаций. 
При этом сообщения, передаваемые в социальных сетях, имеют у пользователей больше 
доверия, чем традиционные виды рекламы и продвижения. Также одной из главных 
задач SMM является «объединение с аудиторией, которая не приемлет открытую 
рекламу и готова дать обратную связь» (Павлов А.Ю., 2014). 
В современных условиях в маркетинговой деятельности вузов большое значение имеет 
умение поставить на должном уровне работу с социальными сетями с тем, чтобы в 
полной мере использовать, предоставляемые ими возможности для продвижения своих 
услуг среди потребителей. Поэтому анализ возможностей, которые предоставляют 
социальные сети для продвижения образовательных услуг высшего образования, 
является, несомненно, актуальным.  
В статье поставлена цель, определить сущность и характерные черты современных 
социальных сетей, а также обосновать важность использования социальных сетей как 
эффективного инструмента интернет маркетинга в деле продвижения образовательных 
услуг вузами.  
Необходимо отметить, что существуют концептуальные различия в понимании смысла 
терминов социальные медиа и социальные сети. Серьезно разнятся позиции 
американского и российского подходов в этом вопросе. В наиболее общем виде 
американские ученые рассматривают «социальные сети» как одну из составляющих 
значительно более широкого понятия «социальные медиа», в то время как в российской 
литературе часто эти понятия используются как взаимозаменяемые. Суть различий 
американского и российского подходов хорошо охарактеризовал исследователь Чэнь Ди 
Ю, характеризуя классификацию известного американского ученого Р. Джонса. Он 
пишет:  
«В своем блоге Рон Джонс разделил социальные сетевые медиа на четыре группы  1. 
Социальные новости — позволяют читать новости и комментировать их. Примеры: Digg 
(digg.com), Sphinn (sphinn.com), Newsvine (newsvine.com) и BallHype (ballhype.com). 2. 
Социальный обмен — позволяют создавать, загружать и обмениваться видео или 
фотографиями с другими людьми. Примеры: Flickr (flickr.com), Snapfish (snapfish.com) и 
YouTube (youtube.com). 3. Социальные сети — позволяют общаться с другими людьми. 
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Примеры: Facebook (facebook.com), LinkedIn (linkedin.com), MySpace (myspace.com), 
Twitter (twitter.com). 4. Социальные закладки — пользователи имеют возможность 
сохранить свои закладки в интернете и использовать их в любом месте или делиться ими 
с другими людьми. Примеры: Delicious (delicious.com), Faves (faves.com), StumbleUpon 
(stumbleupon.com), BlogMarks (blogmarks.net) и Diigo (diigo.com).  
Если вернуться к позициям российских исследователей, то они, как правило, социальную 
сеть понимают по семантическому значению данного словосочетания, а не по ее 
функции. Например, в большинстве статей или статистических данных о социальных 
сетях YouTube и Flickr классифицируются как социальные сети на том основании, что 
посредством этих сайтов люди общаются друг с другом. В этом заключается 
принципиальное отличие российской концепции социальных сетей от американской». 
(Чэнь Ди, 2012).   
Таким образом, можно утверждать, что когда в русскоязычных источниках говорится о 
социальных сетях, имеются в виду все те социальные платформы, которые в 
англоязычном варианте являются составными частями социальных сетевых медиа, и 
которые обеспечивают прямое общение между людьми и обмен информацией, между 
ними в сети Интернет в том или ином виде. То есть здесь можно говорить и о передаче 
текстовой информации, и о фото, и о видео, и об аудио, и любой другой форме 
информации. Ведь в последние десятилетия развитие новых технологий имеет очень 
высокие темпы, и эти темпы продолжают расти.  
В данной статье под социальными сетями мы понимаем все вышеуказанные 
составляющие социальных сетевых медиа.  
Сам термин «социальная сеть» впервые был введен в научный лексикон социологом 
Джеймсом Барнсом еще в 1954 году, то есть намного раньше, чем появился собственно 
сам Интернет.  Согласно подходу этого учёного, социальная сеть – это такая схема 
взаимного общения людей, при которой центром сети является определённый человек, а 
все остальные люди, с которыми он имеет процесс общения, представляют из себя ветки 
данной социальной сети (Barnes J.A., 1954). Такое понимание социальных сетей остается 
актуальным и сейчас, так как современные социальные сети, работающие на основе 
использования компьютерных и интернет-технологий строятся по такому же принципу.  
На сегодняшний день в литературе имеется ряд определений термина «социальная сеть»: 
«Социальные сети – это веб-сайты или иные инструменты Интернета, предоставляющие 
пользователям возможность взаимодействовать друг с другом, обмениваясь различными 
видами информации. Построение социальных сетей включает организацию интернет-
сообществ, способствующих участию общественности и привлечению дополнительных 
пользователей» (Чумиков, 2010). 
«Социальная сеть — платформа, онлайн – сервис или веб - сайт, предназначенные для 
построения отражения и организации социальных взаимоотношений, визуализацией 
которых являются социальные графы» (Данилина, 2010). 
«Социальная сеть – это социальная структура, состоящая из групп узлов, которыми 
являются социальные группы, личности, индивидуумы. Одна из характерных 
особенностей социальных сетей – это система «друзей» и «групп» 
(www.sarafannoeradio.org). 
«Социальная сеть – интерактивный многопользовательский сайт, контент которого 
наполняется самими участниками сети. Это сайт с возможностью указания какой-либо 
информации об отдельном человеке, по которой аккаунт пользователя смогут найти 
другие участники сети» (www.sarafannoeradio.org). 

http://www.sarafannoeradio.org/
http://www.sarafannoeradio.org/
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«Социальные сети – сообщества пользователей, объединённых общей средой общения и 
возможностью установления непосредственных связей (контактов) между собой» 
(Портал WEBPR). 
Сегодня социальные сети в полной мере стали неотъемлемой частью жизни общества во 
всем мире. Пользователи социальных сетей имеют возможность общаться со своими 
знакомыми в Интернете, не выходя из дома, происходит активный обмен информацией, 
новостями, мнениями, идеями. В современных условиях, когда имеет место массовая 
компьютеризация, и условно выражаясь, массовая смартфонизация, социальные сети 
стали основным средством общения между людьми, особенно среди молодёжи. 
Достаточно привести следующие данные: - крупнейшая глобальная социальная сеть 
Facebook имеет в «среднем 1,65 млрд. активных пользователей ежемесячно и 1,09 млрд. 
активных пользователей ежедневно, кроме того сеть имеет в среднем 1,51 млрд. 
активных мобильных пользователей в месяц и 989 млн. мобильных пользователей в 
день»; например, сеть Twitter имеет 310 млн. активных пользователей ежемесячно и из 
них 83% являются активными пользователями на мобильном устройстве, кроме того 
здесь каждую секунду отправляется 6000 твитов; - сеть Instagram имеет более 400 млн. 
активных пользователей каждый месяц; - сеть YouTube имеет более 1 млрд. 
пользователей» (Сухачева А., 2016). 
Достаточно полный, на наш взгляд, список социальных сетей и определенная их 
классификация приведены на тематическом портале о социальных сетях «Социальные 
Сети от А до Я» (www.social-networking.ru). Информация, по наиболее известным и 
популярным, а также наиболее важным, на наш взгляд, для маркетинговой работы вузов 
социальным сетям может быть представлена в форме следующей таблицы (Таблица 1). 
Приведенные в таблице 1 социальные сети реализуют на практике главные свои 
функции: - обеспечивают возможность общения людей друг с другом, независимо от их 
географического местоположения; - позволяют людям обмениваться друг с другом 
информацией в виде фотографий, видео и аудио; - также позволяют людям не только 
знакомиться с той или иной информацией, но и давать свои комментарии и получать 
оценки этих комментариев от других участников социальной сети. Все вышеуказанные 
функции социальных сетей исполняются в режиме реального времени и поэтому можно, 
на наш взгляд, рассматривать любую социальную сеть как единый живой организм.  
 

http://www.social-networking.ru/
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Таблица 1 
Перечень и классификация наиболее известных и важных для маркетинговой работы 

вузов социальных сетей 
Наименования 
классов социальных 
сетей 

Названия социальных сетей 

Глобальные 
Мировые: Google+, Facebook, MySpace 
Русские: xbeee.com - совмещение Социальной сети, Блогосферы и 
СМИ, Социальная сеть сообществ - Placeword.com, ВКонтакте, 
Одноклассники 

Бизнес  

Экономика: бизнес сеть, Социальная сеть АЭФ 
Менеджмент: E-xecutive.ru 
Финансы: Common.ru, vProfite.com 
Деловые контакты: LinkedIn, Мой Круг, Webby.ru, 
Профессионалы.ru 
Социальная коммерция: Voiceland 

Блог-сервисы 
Микроблоги: Fixfeel, Twitter, РуТвит 
Блогосфера: В основе, LiveJournal, Diary.ru, Rec Name 
Социальные закладки: Toodoo 

Медиа 

Фото: Instagram, Pinterest 
Видео: i-webca 
Радио: Last.fm 
Журналистика: ХайВей 

Составлено автором по материалам сайта www.social-networking.ru 
 
Кроме того, необходимо отметить, что существуют и так называемые мобильные социальные сети 
(mobile community) общение на которых происходит посредством использования 
мобильных телефонов. Такие социальные сети делятся на два основных типа:  
1) мобильные версии обычных социальных сетей, предназначенных для работы с 
использованием компьютера, например, такие социальные сети как «ВКонтакте», 
«Одноклассники», MySpace, Facebook, Twitter и т.д.;  
2) социальные сети, разработанные именно для мобильных телефонов, такие как Loopt, 
Foursquare, Gowalla, Instagram (Ассоциация профессионалов Интернет-маркетинга и веб-
разработки Рунета: Анализ мобильных социальных сетей [Электронный ресурс]. – 
Режим доступа: http://apivr.ru/mobile/).  
В Казахстане согласно данным исследования, проведенного компанией АСТ Казахстан: 
«Социальными сетями пользуется 70% населения Казахстана. Среди мужчин — 
пользователей социальных сетей меньше, чем женщин — 45% и 55% опрошенных 
соответственно. Городские жители более активны в социальных сетях — среди них 76% 
пользователей, среди сельских жителей — 61%». (Компания АСТ Казахстан, 2017). При 
этом исследование выявило, и такой характерный момент, когда в наиболее популярных 
социальных сетях преобладают как раз люди молодого возраста. Например, в сети 
«ВКонтакте», в котором общается 43% всех казахстанских пользователей социальных 
сетей, 60% – это молодежь в возрасте 18-29 лет, в сети Instagram данная возрастная 
группа занимает уже 62% всех пользователей (Компания АСТ Казахстан, 2017). Данная 
информация более наглядно представлена на рисунке 1. 
 
 
 
 

http://www.social-networking.ru/
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Рисунок 1. Социальные сети в Казахстане. 

Источник: материалы официального сайта компании АСТ Казахстан 
 
Как видим, социальные сети являются отличными площадками для всех бизнес - 
структур, в целом для всех участников конкурентной борьбы на рынке для продвижения 
своих товаров и услуг среди потребителей. Тем более в современных условиях, когда 
происходит развитие маркетинговой деятельности передовых компаний в сторону 
установления живого двустороннего контакта с потребителями. Точную характеристику 
такого развития дает цитата исследователя Л. Вебера: «Одной из фундаментальных 
причин изменения маркетингового сознания бизнеса является трансформация 
однонаправленной коммуникации традиционного маркетинга, ориентированная на 
доставку рекламного сообщения целевой аудитории, которая заключается в 
необходимости постоянного поддержания диалога и выстраивании долгосрочных 
взаимоотношений с каждым клиентом» (Вебер Л., 2010). 
В такой трансформации в наибольшей степени нуждается маркетинговая работа именно 
вузов в деле продвижения образовательных услуг высшего образования в силу 
специфики целевой аудитории, с которой они работают и которую составляют молодые 
люди (абитуриенты, студенты). Одна из главных характерных специфических черт 
современной молодежи заключается, по мнению известного маркетолога Иссы 
Саввабини, в том, что «…бесконечный мир всегда находится с ними – внутри их гаджета. 
Это является неотъемлемой частью их жизни, как процесс дыхания. Именно так они 
связаны с гиперсоциальной средой, общаются со своими друзьями, познают 
окружающий мир – Web всегда с ними. Эти молодые люди оперативно получают ответы 
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на все вопросы. Если есть вопрос – ответ внутри их гаджета. Им не нужно идти в 
библиотеку. Во «Всемирной паутине» они смогут найти все, что им 
заблагорассудится…». (SawabiniIssa, 2012). Такая характеристика, на наш взгляд, точно 
отражает новейшую тенденцию в развитии молодых людей, связанную с активным 
использованием новых технологий и их проникновением в частную жизнь каждого 
жителя планеты.  
Сейчас в социальных сетях наблюдается тенденция к объединению в различные 
сообщества, например, поступающих в вузы абитуриентов и сообщества студентов тех 
или иных вузов. В этих группах молодые люди общаются, ведут переписку, 
обмениваются информацией о вузах, об условиях и качестве обучения и т.д. Одним 
словом, на площадках социальных сетей, используемых молодыми людьми, идет самый 
настоящий кругооборот всей той информации, которая является основой для принятия 
решения о выборе абитуриентом вуза для обучения и получения специальности. При 
этом, как было отмечено выше, информация, получаемая в ходе переписки со своими 
друзьями и знакомыми в социальных сетях, пользуется доверием пользователей. В то же 
время на фоне бурного развития социальных сетей, традиционные виды рекламы и 
продвижения вузов уже слабо воспринимаются потенциальными потребителями их 
услуг.  
Зарубежные вузы, особенно американские и английские, давно и активно используют 
социальные сети как инструмент для продвижения своих услуг среди потребителей. При 
этом такая работа ведется не только с аудиторией своей страны, а она имеет глобальный 
характер, ведь речь идет об использовании «всемирной паутины». Об этом говорят 
данные следующих источников:  

- рейтинги университетов ТОП-20 от USA Today (20 colleges making good use of 
social media. June 27, 2011. – 
URL:http://www.usatodayeducate.com/staging/index.php/the-20-colleges-making-the-
best-use-of-social-media);  
- ТОП-100 от Student Advisor (Tsouvalas, Dean.Тop-100 Social media colleges / Dean 
Tsouvalas. – URL: http://www.studentadvisor.com/top-100-social-media-colleges);  
- а также результаты исследований в области использования социальных медиа 
американскими и английскими университетами в период 2008–2011 гг., проведенных 
известным специалистом в данной сфере М. Сильверманом. (Silverman, Matt., 2012). 

Исследования, проведенные Массачусетским университетом (США) показали, что «98% 
высших учебных заведений США имеют свои официальные странички в Facebook, 84% 
–  в Twitter, 86% – в YouTube. При этом, свыше 90% опрошенных образовательных 
учреждений считают, что их опыт использования социальных медиа является 
успешным». (Голодова А.А., 2014).     
Весьма показательным является и пример Китая с наиболее динамично развивающейся 
экономикой. В этой стране уже 91% всех жителей имеют свои аккаунты в социальных 
сетях и это при том, что правительством заблокированы такие глобальные сети как 
Facebook и Twitter. То есть развитие идет через создание своих национальных 
социальных сетей. Наибольшей популярностью в стране пользуется  «китайский сервис 
микроблогов SinaWeibo, который на сегодняшний день имеет более 500 миллионов 
зарегистрированных пользователей. Также он является самой популярной социальной 
сетью и среди студентов Китая: «Приблизительно 80% китайских студентов имеют 
аккаунты на Weibo, и 42% используют сайт каждый день», – сообщает глава 
американской образовательной социальной сети Zinch Сид Кромменхаек. Многие 
университеты США, Канады, Великобритании, Австралии (например, Университет 
штата Аризоны, Мичиганский университет, Йельский университет и др.) сегодня имеют 

http://www.usatodayeducate.com/staging/index.php/the-20-colleges-making-the-best-use-of-social-media
http://www.usatodayeducate.com/staging/index.php/the-20-colleges-making-the-best-use-of-social-media
http://www.studentadvisor.com/top-100-social-media-colleges
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аккаунты в SinaWeibo, которые служат достижению цели привлечения студентов из 
Китая» (Гужова И.В., Шунькина А.А., 2014). 
С учетом того, что китайское направление является наиболее перспективным в деле 
привлечения иностранных студентов можно рекомендовать казахстанским вузам 
развернуть активную работу в социальной сети SinaWeibo. Для этого потребуется, 
разумеется, предварительное тщательное изучение китайского рынка образовательных 
услуг и особенностей целевой аудитории в этой стране.  
В целом казахстанские вузы, на сегодняшний день, понимают роль и значение 
социальных сетей в деле продвижения своих услуг среди потребителей. То есть 
казахстанские вузы сейчас имеют свои аккаунты в наиболее популярных социальных 
сетях, таких, как Facebook, «В Контакте», Instagram, Twitter и проводят в них достаточно 
активную работу. Об этом говорят, например, данные, которые приводит казахстанский 
деловой еженедельник «Капитал.kz» (www.kapital.kz): «Агентство «Медиа-Систем» 
по заказу делового еженедельника «Капитал.kz» подготовило рейтинг вузов Казахстана 
в отражении социальных медиа. Исследование проводилось с 1 по 28 апреля 2017 года. 
В общем информационном потоке за исследуемый период в социальных медиа было 
зафиксировано 13 819 упоминаний о вузах Казахстана. Количество авторов, 
обсуждающих данную тематику, составляет 8565 человек. Аудитория — 29 560 653, 
лояльность аудитории (соотношение количества позитивных сообщений к негативным) 
составила 254,2. Высокий показатель индекса лояльности свидетельствует 
о преобладании сообщений с позитивной тональностью и общей благосклонностью 
аудитории к объектам исследования. Общая статистика показывает заинтересованность 
аудитории в обсуждении тематики вузов и достаточно высокую активность». 
(«Капитал.kz», 2017). 
Более наглядно результаты, проведенного исследования по заказу «Капитал.kz» 
демонстрирует Рисунок 2. 

 

 
Рисунок 2. Рейтинг ВУЗов Казахстана по упоминаниям в социальных сетях за апрель 

2017 года. 
Источник: материалы официального сайта делового еженедельника «Капитал.kz»  
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Главные характеристики, которые дают социальным сетям неоспоримые преимущества 
перед традиционными СМИ, заключаются в следующем:  
1. Возможность для пользователя провести самопрезентацию, путем создания 
собственного профиля в социальной сети. В профиле приводятся основные данные об 
этом пользователе, включая опыт работы, интересы, увлечения, круг общения и т.д. 
Наличие профиля создает условия для эффективного поиска знакомых, друзей, коллег и 
создания группы единомышленников.  
2. Возможность для пользователя постоянно поддерживать связи со своим кругом 
общения. В социальных сетях все условия для бесперебойного поддержания 
коммуникаций между пользователями. 
3. Социальные сети предоставляют пользователям возможности для создания различных 
групп, сообществ по интересам, групп единомышленников и т.д. Например, в наиболее 
крупной глобальной сети «ВКонтакте» «на сегодняшний день более 10 000 000 групп 
(сообществ), в которые пользователи склонны вступать, общаться в них, а также 
получать оттуда информацию. В этом заключается отличие, например, от социальной 
сети «Одноклассники», в которой более популярна переписка через систему личных 
сообщений. Такая особенность «ВКонтакте» дает возможность использовать систему 
групп и личных страниц как эффективный инструмент для продвижения». (Халилов Д., 
2013). 
Необходимо отметить, что создание групп, сообществ по интересам и т.д., одна из 
главных характерных черт социальных сетей, которые позволяют компаниям проводить 
более эффективную маркетинговую работу по точечному нахождению целевых групп 
потребителей. Причем компаниям для этого не требуется делать какие-то крупные 
затраты. В социальных сетях любой пользователь может бесплатно завести свой аккуант 
и также бесплатно проводить работы по заполнению своей странички необходимым 
содержанием (контентом).   
В целом согласно мнениям исследователей Неретиной Е.А. и Макарец А.Б. «SMM 
образовательных услуг включает в себя комплекс действий, направленных на решение 
следующих задач: 
– отслеживание в социальных сетях положительных и отрицательных откликов и, 
соответственно, поощрение первых и нивелирование вторых; 
– управление рекомендациями и мнениями целевой аудитории, корректировка 
нежелательных стереотипов; 
– осуществление конкурсов и (или) акций, целями которых является оповещение 
целевой аудитории о новых образовательных услугах или направлениях деятельности 
вуза, увеличение известности бренда; 
– повышение лояльности целевой аудитории к вузовскому бренду; 
– налаживание обратной связи с потребителями для улучшения образовательных услуг 
и (или) условий образовательного процесса; 
– увеличение посещаемости вузовского интернет-портала. 
Решение этих задач должно осуществляться на принципах честности, открытости и 
прозрачности со стороны вуза, прямого общения с пользователями и желания услышать 
их». (Неретина Е.А., Макарец А.Б., 2013). 
Приведенные выше направления работы вузов в социальных сетях, безусловно, 
являются правильными. В то же время необходимо добавить, что вузы, на наш взгляд, 
должны более полно и глубже использовать большую часть инструментов SMM:  
- создание специализированных сообществ или тематических групп в социальных сетях;  
- активную работу с блогосферой, здесь также можно использовать кросспост, то есть 
добавление новостей с сайта вуза в блоговые сервисы;  
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- активное использование online-видео маркетинга;  
- мгновенный обмен сообщениями;  
- а также активное использование SMO (Social Media Optimization), то есть мероприятий 
по привлечению посетителей на сайт университета из социальных сетей.   
Серьезным инструментом SMM является активное использование Twitter с созданием 
ленты новостей. В этом направлении казахстанские вузы имеют уже серьезный опыт. 
Согласно данным материалов сайта www.uchi.kz сейчас в Twitter насчитывается около 30 
аккаунтов казахстанских вузов или их отдельных факультетов. При этом вузами 
используются здесь такие направления как привязка своего аккаунта к своей странице в 
другой социальной сети, налаживание живой обратной связи, а также использование 
хэштегов (www.uchi.kz, 2013). Хэштеги – это инструмент, объединяющий близкие по теме 
сообщения, а также авторов пишущих на схожие темы. То есть в данном случае создается 
фактически единое информационное поле, на котором можно получить всю 
необходимую информацию по обсуждению той или иной темы. Разумеется, это очень 
сильный инструмент, который предоставляет вузам серьезные возможности по 
продвижению своих услуг среди потребителей.  
Последнее время в социальных сетях компаниями также активно используется такой 
прием как создание информационных поводов. Создание определенных событий и на 
этой основе наполнение контента привлекает большее внимание пользователей. 
Казахстанские вузы такой прием начали использовать и имеют уже определенные 
результаты в этом направлении. Деловой еженедельник «Капитал.kz» упоминает 
следующие инфоповоды, набравшие наибольшее количество репостов: 1) КазНУ: 
«Благодаря дару Дипломатической миссии США в Казахстане библиотека 
по политической науке КазНУ имени аль-Фараби пополнилась более 250 тематическими 
книгами на английском языке»; 2) Нархоз: «О ректоре Университета «Нархоз» 
Кшиштофе Рябиньски»; 3) ЕНУ: «Преподаватель Евразийского национального 
университета презентовала свою книгу о творчестве Димаша Кудайбергена». 
(«Капитал.kz», 2017). 
В заключение необходимо отметить следующее. Все вышеприведенные направления 
деятельности вузов в сфере SMM, безусловно, усиливают интерес потенциальных 
потребителей, как к самому вузу, так и к предлагаемым им услугам. В то же время важно 
понимать, что эти мероприятия должны в обязательном порядке и планироваться и 
реализовываться в рамках общей стратегии развития страны и вуза. То есть применение 
SMM в маркетинговой деятельности вузов должно естественным образом вписываться в 
общую стратегию вуза и даже, более того, должно, на наш взгляд, в современных 
условиях должно стать главным направлением работ по продвижению системы 
образовательных услуг вуза. Разрабатывая комплекс мероприятий SMM маркетинговые 
подразделения вузов должны ставить четкие цели и задачи, предварительно проводить 
соответствующие исследовательские работы с тем, чтобы хорошо знать свою целевую 
аудиторию, с которой придется работать в социальных сетях.    
Таким образом, SMM является в современных условиях важнейшим инструментом 
интернет маркетинга и маркетинговой деятельности вуза в целом. Казахстанские вузы 
начали проводить работу в социальных сетях, но при этом данное направление 
используется ими еще не в полной мере. Поэтому необходимо рекомендовать им усилить 
активность, в этом направлении заранее закладывая точно просчитанный и необходимый 
комплекс мероприятий SMM в свою общую стратегию развития.   
 

http://www.uchi.kz/
http://www.uchi.kz/
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Abstract 
The problems we are facing on the Georgian labor market are quite serious and have substantial impact 
on both employers and employees. These problems have arisen as a result of a specific hiring process 
on the market. 
In order to evaluate the process of labor market formation and its future forecasting it is necessary to 
analyze the demographic development of the country. Economic development in Georgia as well as the 
change in labor factors has had a substantial impact on the formation of the population and labor 
resources of the country, as well as its separate regions. On the other hand, the demographic growth 
has had significant influence on economic development of the whole country and on its separate regions.  
Number and the structure of the population that are on the labor market depends on the quantitative 
and qualitative characteristics of the population. In addition, optimal gender, age and professional 
structure of population and labor resources is an important factor in satisfying labor demand and in the 
development of production.  
The amount of workforce in the labor market, which defines the number and composition of people who 
have the ability to work and who are willing to work, depends on the number of working population and 
the direction of its changes. Based on this information we can state that the factors affecting labor supply 
also have an impact on the formation process of the labor market.  
 
Keywords: labor market, labor supply-demand, demographic development, natural movement of population. 
 
В нашей стране процесс формирования рынка труда, который начался в 90-ых годах, 
осуществляется в условиях создания новой модели экономики, которое  подразумывает 
радикальную трансформацию ранее существовавшего характера трудовых отношений. в 
содержании труда и в результатах его распределения осуществляются  принципиальные 
изменении социального партнерства,  реформирования политики занятости и  методов 
регулирования 
В настоящее время, проблемы рынка труда является чрезвычайно серьезным, и имеют 
существенное влияние на поведение, как работодателей, так и на трудящихся. В то же 
время, они появляются не только в экономической сфере, но и имеют ярко выраженный 
социальный и политический аспект. 
Размер предложения рынка труда, которая характеризуется количеством и составом 
людей, которые способны работать, в значительной степени зависит от количества 
трудоспособного населения и от его изменения. Поэтому вполне разумно утверждать, 
что факторы, которые обеспечивают объем поставки, предложения рабочего сила, также 
вызывают формирование рынка труда. 
Количество и структура населения, которое  преставлено на рынок труда, завысит на  
количественных и качественных характеристик населения. В то же время, оптимальная 
половозрастная и професионально-квалификационная структура население и трудовых 
ресурсов имеют огромное влияния на удовлетворения спроса на рабочую силу в 
экономике. Она же является важным фактором развитие производства. 
Последние 25 лет население страны уменьшилось на 1749.2 тысяч человек, или почти на 
32%. Среди них, городское население уменьшилось на 870,2 тысячи человек, или на 29%, 
а сельское население – на  879,2 тыс.человек, или 35,6%. Как мы видим, сокращение 
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сельского населения имело более высокий уровень, из-за которого и сократился доля 
сельского населения в общей численности населения. 
Темпы сокращения численности населения особенно высок в годы 1992-2000, когда 
население сократилось более чем на миллион человек. Совершенно очевидно, что  на 
него повлияли и тенденции естественного движения населения и миграционные 
процессы. Последнее имело резко негативное воздействие на изменения численности 
населения. С другой стороны, оба они были вызваны развитым всеобщим 
политикоэкономическим и социальным кризисом, которое имело  разрушительное 
воздействие на демографическое и социально-экономическое развитие страны. 
В Грузии в 1985-2015 годах рождаемость сократилась  на 38,4 тысяч человек (39,3%), а 
смертность выросла на 2,9 тысяч, (6,2%). Это, очевидно, повлияло на показатель 
естественного прироста населения, который от   51,6 тысячи упал  до 10,2 тысяч 
человека, -  снизился в 5,0 раз 
В Грузии в 1985-2015 годах возврастные показатели рождаемости резко менялись. В 
частности, уровень рождаемости в женских возрастных группах до 20 лет и 20-24 лет 
упал и увеличился в 25-44 возрастной группе. Следует отметить, что в 1995-2013 гг. в 
Грузии  коэффициент воспроизводства человека (как брутто, так и нетто коэфициенты) 
был меньше 1. Это означает, что в течение этого периода тенденция рождаемости не 
смогла обеспечить естественного прироста населения. 
Следует отметить, что снижение рождаемости в молодёжный возраст, приводит к 
снижению многодетности, что является очень важным для установленной  
демографической ситуации Грузии. В частности, в 1990-2015 годы в Грузии среди  
родившихся детей снизился доля  третьего, четвертого и пятого ребёнка. Незначительно 
увеличилась доля вторых детей. Другими словами в стране сократился количество 
многодетных семей. 
На коэффициент рождаемости существенное влияние оказывают показатели брачности 
и развода. В течение исслеловательского периода эти показатели менялись в различных 
направлениях. В частности, в 1990-2015 годах число браков уменьшилось на 20,1%,  то 
время как число разводов  увеличился на 16,9%. 
Следует отметить, что в последние годы в общее число рождений повышается доля 
внебрачных рождений. Например, число детей, рожденных вне брака в 1990-2015 гг. 
увеличился на 13,7%. В то же время, максимальное их  число приходилось на 2005-2006 
годы. Можно предположить причины этого явления: 
1) в последние годы увеличилось число супружеских пар, которые зарегистрировались 
только в церковь, и если это так - ситуация менее тревожная; 
2) более острая причина - увеличение одиноких матерей, посколько, как правило, 
одинокие матери не рожают более одного и реже - двух детей, что крайне негативно 
сказывается на режиме воспроизведения населения по всей стране.  
Тенденций естественного движения населения зависит не только от рождаемости. 
Естественный прирост формируется как разница между рождаемостью и смертностью. 
В течение периода исследования, уровень смертности был почти стабильным. 
Наибольший удельный вес смертности наблюдается среди сельского населения, что 
может быть объяснено демографическим старением, а это, в свою очередь, вызвано 
миграцией  молодого населения. Среди умерших высок удельный вес мужчин, и  эта 
тенденция поддерживалась почти  на весь исследовательский период. 
Наш повышенный интерес к проблеме рождаемостьи обьясняется тем, что она в 
значительной степени определяет возможности заполнения трудовых ресурсов. 
Трудовых ресурсы - это часть населения нижным предельным возрастом 16 лет. 
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Поэтому, в случае долгосрочных тенденций стабильного воспроизведения населения, 
воспроизведение рабочей силы является в соответствии с ней. Когда долгосрочные 
тенденции воспроизводства населения не устойчив на длительный период, тогда на лицо 
не соответствующие тенденции воспроизводств населения и рабочей силы. 
Формировавшиеся за последнее время результаты естественного движения населения 
Грузии очень тревожны. Считаем, они, безусловно, повлияют на будущее масштабы 
рабочей силы страны (масштаб предложения) и на формирование рынка труда. Кроме 
того, они сказываются на социально-экономическое развитие, что находит свое 
отражение на изменения половозрастной структуры населения трудового возраста. 
В Грузии в 1990-2015 гг общая численность трудоспособного населения снизилось на 
30,8%, в мужской подгруппе на  29,9, а в женской - на 31,7%. А эти категории составляют 
основной контингент рабочей силы страны, которые и формируют, в основном, 
величину  предложения рабочей силы на рынке труда. 
Хотим отметить наиболее важный фактор, на котором нужно сосредоточиться. Он  
играет решающий роль в формировании рынка труда и масштабов предложения рабочей 
силы страны. Этот фактор – динамика численности населения моложе трудового 
возраста. Именно  здесь будут сказываться ожидаемые результаты негативных трендов 
рождаемости. В частности, в Грузии 1990-2015 годы численность населения моложе 
трудоспособного возраста уменьшилось почти вдвое. Показатель снижения особенно 
высок среди женщин, что обусловлено уменьшенным числом  рождённых девочек. Это 
еще более тревожным является из за того, что именно от женщин зависит успешное 
выполнение не только производственных, но и репродуктивных функции.  
Последствия демографических тенденции в данный момент так сильно не ощущаются 
на формировании рынка труда. Вопрос остро будет стоять, когда трудоспособным станет 
рождённое население после 2000 года, а их общее число будет намного меньше числа 
лиц ушедших на пенсию. Масштабы предложения рабочей силы на рынке труда 
радикально будут уменьшаться. Если учесть высокую внешнюю миграцию молодых 
специалистов, можно представить ту сложную ожидаемую ситуацию с точки зрения 
предложения местной рабочей силы на национальный рынок труда.  
Оптимальное половозрастная и професионально-квалификасионная структура сильно 
влияет на удовлетворение спроса на рабочую силу в экономике и является важным 
фактором развития производства. 
Развитые общие экономические, политические и социальные кризисы Грузии в 
последнем десятилетии XX века имели разрушительные воздействия, как на 
демографические, также на социально-экономическое развитие страны. В частности, 
значительно уменьшилось количество населения, в том числе трудоспособных и 
молодых людей (моложе 16 лет), которые должны обеспечить в будущем 
удовлетворение спроса экономики на рабочей силе. 
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