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Introduction 

When political economy emerged in the eighteenth century, it did so to help 
people understand and cope with a dramatic change in the system of want 
satisfaction, both in the nature of wants and in the manner of production 
and distribution of goods for satisfying them. The shift from the older term 
"economy" to the newer term "political economy" marked this change. 
Economy, taken from the Greek usage, referred to household management. 
It had relevance to a society in which, to an important degree, wants emerged 
and the things that satisfied them were produced in the household. Political 
economy referred to the management of the economic affairs of the state. 

The term "political" refers us to two interrelated qualities of the system 
of want satisfaction. First this system links persons otherwise independent: 
strangers rather than relatives. To satisfy our wants we now depend on 
persons not our relatives, whom we might not even know. Second, the bound-
aries of want satisfaction are now political; responsibility for the system of 
want satisfaction devolves onto a public authority: the head of state rather 
than the head of the household. In its earliest period, political economy sought 
to advise the statesman on how he could best manage the economic affairs 
of the state so that the wants of the citizens would be met. 

The emergence of political economy brought with it a debate over the 
responsibilities of the state (or statesman) with regard to the economy. This 
debate still goes on. It continues to occupy a central place in political econ-
omy. Is the state responsible for determining which wants will be satisfied, 
and for mobilizing resources to ensure their satisfaction? Or will wants be 
better satisfied if the mobilization of resources is left in the hands of indi-
viduals acting as private agents, motivated by their private interest? Should, 
for example, housing, medical care, education, welfare be provided by private 
citizens using the resources they have available to them? Or should they be 
provided by the state? 

This debate poses a number of problems addressed by the different ap-
proaches to political economy covered in this book. The most important of 
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these fall into two groups. The first includes problems posed by the idea of 
a self-regulating market. To what extent will a system of private, self-
interested agents interacting through exchange contracts succeed in satisfying 
their wants within the limits of the resources available to them? In modern 
terms, does political intervention into the economy enhance or impede want 
satisfaction? 

The second group of problems involves the notion of a public agenda. 
What is the relationship between public ends and private interests? Is the 
purpose of the state primarily to respond to private interests and thus to 
regulate the economy only so far as it fails to satisfy private interests when 
the resources to do so are available? How do private interests become relevant 
to and bear upon the setting of public goals? 

Different theories pose and answer these questions in different ways. Our 
purpose in this book is to survey the most important approaches employed 
to define and answer these questions. The approaches surveyed vary along 
a number of dimensions. We have chosen to take these differences seriously 
rather than treat them as variations on a single theme or attempt to encompass 
them within a single methodology. At root the differences run deep, involving 
opposing judgments regarding the nature and ends of private interest, the 
meaning and extent of the autonomy of persons, the nature of freedom implied 
in exchange contracts, the meaning and significance of public or collective 
life, and, fundamentally, the kinds of bonds that connect persons into larger 
groups. 

Because differences between approaches are fundamental, and because we 
have chosen not to subsume them under a single method, we have tried to 
be sensitive to nuances in the way they use the terms politics and economics. 
We cannot treat these approaches simply as variations in concrete hypotheses, 
for example, concerning the likelihood of market failure of one sort or an-
other. Such differences exist, of course, and are important. They often pro-
vide us with a window into the more fundamental differences of conceptual 
and analytical structure underlying the approaches. Yet, judgments about 
the world embedded in these hypotheses must be framed conceptually. 

While differences in choice of concepts employed are visible and, in a way, 
obvious, differences in the way the same concepts are used in different the-
ories can be less apparent, though they are no less important. The idea of 
interest appears in Marxian and non-Marxian theories, but connotations differ 
in important ways. Because we consider these differences fundamental to 
understanding the work being done in political economy, we have chosen in 
this book to focus on alternative approaches. 

In order to begin sorting through the methodological and conceptual issues 
related to alternative approaches, we begin with a discussion of politics and 
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economics in the first chapter. Different approaches to political economy use 
the terms "politics" and "economics" differently. It matters in thinking about 
the issues in political economy alluded to whether we treat, for example, 
authority or the state as the central concept in politics. It also matters whether 
we think material reproduction, the market, or constrained choice is the 
central concept in economics. Different notions of economics and politics 
lead to different political economies. 

After considering politics and economics, we survey approaches to political 
economy. We begin with what we term the classical approach, using the 
work of the classical economists, especially Adam Smith and David Ricardo, 
to define a core of issues. 

The classical approach argues for the capacity of markets to regulate them-
selves in a strong sense identified with the policy of laissez-faire. More than 
this, the classical theorists were the first to treat the economy as a system 
separable in principle from politics and family life. Their argument for market 
self-regulation treated the market system as a reality sui generis, connected 
to, but not a subsidiary organ of, the state. This idea was very much an 
innovation of classical political economy. 

The classical innovation, once well established, tended to make the term 
political economy unsuitable. A main point of the classical theory was that 
economy is not, or at least need not be, political. The rise of capitalism 
would, in this view, depoliticize the economy. It is not surprising, then, that 
in the wake of the classical theories, the term economics came to displace 
the term political economy. 

Today the classical innovation is often treated with skepticism. Over the 
past twenty years, social scientists have retrieved the term political economy, 
in part to insist that the economy is unavoidably political. Some invoke the 
theories of Karl Marx to support this claim. In Chapter 3 we explore a part 
of Marx's theory with an eye to the way he understands the links between 
economics and politics. We argue that Marx carried forward the classical 
project. He did not consider the capitalist economy an inherently political 
system. Nonetheless, he attempted to show how powerful political forces 
originate in the dynamics of the capitalist economic process and how that 
process spawned political struggles of historic dimensions. 

To demonstrate the political implications of the workings of capitalist 
economy, Marx advanced a critique of the classical claims for market self-
regulation. He did not do so with an eye to justifying state-regulated capi-
talism, but with the intent of demonstrating that capitalism was not viable 
in the long run. We will not attempt to review Marx's arguments concerning 
the contradictions of capitalist economy. Instead, we consider the way Marx 
connects political agendas to economic forces. In our view, while continuing 
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the classical idea of the economy as a distinctive arena of society, Marx 
advanced a distinct conception of the relation between the political and the 
economic. 

The neoclassical theory introduced at the end of the nineteenth century 
continues to apply the classical innovation, treating the economy as a sepa-
rable system. It does not, however, carry forward the classical analytical 
scheme. In its place, the neoclassical theory applies the utilitarian philosophy 
to the problem of the nature and purpose of market economy. 

In Chapter 4 we explore the neoclassical approach. This approach defines 
the relation of politics to economics on the basis of the idea of market failure, 
defining market failure with reference to individual preferences and the ef-
ficient use of resources. For the neoclassical thinker, "economics" refers to 
private transactions in pursuit of utility maximization, "politics" to the use 
of public authority in the same cause. 

In the 1930s John Maynard Keynes proposed a critique of the claims for 
market self-regulation advanced by classical political economy, later by his 
immediate neoclassical predecessors. Like the neoclassical argument, his em-
phasizes a kind of market failure. Yet the market failure Keynes studies runs 
deeper and poses a more basic challenge to the institutions of a private 
enterprise system. His critique of the market calls into question the role 
assigned to the public authority by the classical theorists. Changes in that 
role carry implications for the classical innovation - the depoliticization of 
the economy. 

In Chapter 5 we explore both the Keynesian argument and some of its 
implications for the shifting relation between politics and economics. As the 
public authority takes over more and more of the terrain once governed by 
the market, our way of thinking about economy undergoes subtle but im-
portant changes. The effort to shore up the capitalist economic system chal-
lenges foundational assumptions of that system concerning the proper limits 
of the market. 

The method introduced by the neoclassical economists provides the basic 
components of an approach we explore in Chapter 6. This approach applies 
the economic calculus to politics. It makes individual maximizing behavior 
and rational choice the substance of political process and political decisions. 
In so doing, the "economic approach" inspired by the neoclassical method 
challenges the classical separation of the economic from the political. It does 
so not, however, by returning to the older idea of public responsibility for 
economic affairs, nor by enlarging the scope of market failure, but by inter-
preting politics as one focus of applied economic logic. The economic ap-
proach to politics explores the broader implications of neoclassical economics 
for the way we understand the relation between the economic and the political. 

The debate over the self-regulating market inspires those approaches sur-
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veyed that respond most directly to the classical argument and are most 
clearly rooted in the classical project. But contemporary work in political 
economy includes more than the debate over the market. It also includes 
contributions from those setting out from somewhat different starting points. 

One approach seeks to overthrow the classical idea of the economy as a 
reality sui generis. This approach identifies politics with the use of power and, 
by finding power in the economy, claims to have established that the economy 
is political. Here the term political economy strikes a radically new chord. 
It advances claims about the political nature of the economy, insisting on 
this political nature whether the market is subject to government regulation 
or not. In Chapter 7 we explore this way of thinking about economics, politics, 
and the relation between the two. 

In Chapters 8 and 9 we explore two alternative ways of constructing the 
relation between politics and economics, one centering on the state, one on 
the concept of justice. Political economy in the classical tradition begins with 
the economy and the analysis of its operations. The state is generally cast in 
a responsive role. State-centered approaches shift the balance between market 
and state by liberating the state to pursue its own agendas in relation to so-
ciety. 

A state-centered approach need not begin with market failure in identifying 
the role of politics vis-a-vis the economy. If the state has its own ends, and 
if pursuit of those ends has implications for economic affairs and institutions, 
the state may ·seek to control the economy not to correct market failure, but 
to impose purposes of its own. Political economy begins with the imperatives 
of political rather than economic affairs. It refers to the imposition of political 
agendas on the economy. 

The last approach we consider focuses on the concept of justice. Ap-
proaches centering on justice illuminate key features of the classical inno-
vation. They grapple with the question of the appropriate terrain of the 
economy not in terms of the market's success or failure in satisfying wants, 
but in terms of the rights embodied in the market and their limits. A market 
is, ultimately, a system of property rights. Its boundaries indicate the limits 
of property rights. The political process can define and alter rights. When 
it does so, it defines and redefines the limits of the market. 

The political process may serve to increase the level of private satisfaction 
(correcting market failures). It may also respond to the pressure of interest 
groups. But underlying action motivated by market failure and interest group 
pressure is a basic understanding of the nature and significance of rights with 
regard to the economy. Theories of justice address the problem of the limits 
of the market by exploring the system of rights. In Chapter 9 we briefly 
consider three justice-centered approaches to see how they conceptualize the 
relation between politics, economics, and the public authority. 
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Exploring the ways different approaches frame issues reveals a set of fun-
damental themes. These themes can be placed in the broader context of the 
problematic status of the rise of economic (or civil) society. As we show in 
the chapter on the classical approach, political economy responds to and 
contributes to a depoliticization of society, so far as the older sense of politics 
is concerned. In making this theme central, we pursue an idea explored by 
Sheldon Wolin in his Politics and Vision (1960). Most approaches to political 
economy treat the private sector as the primary arena. It sets agendas and 
ultimately governs outcomes. The idea of a collective or public reality dif-
ferent in nature from the system of private interests holds little appeal for 
political economy. 

In our view, a main difficulty of political economy, common to different 
approaches, lies in a tendency to gloss over the separateness of the two spheres 
of the economic and the political, absorbing one into the other. A main theme 
of our survey is the importance of understanding and appreciating the cat-
egorical distinction between politics and economics, and the dangers of mak-
ing one or the other dominant in both realms. We develop this theme 
explicitly in the last chapter, although it informs the discussion throughout. 

The image suggested by our survey of approaches to political economy is 
in some ways unsettling. Because we do not adopt one of the approaches and 
interpret the others from that vantage point, we see in the state of political 
economy less that assures us of progress toward resolution of controversial 
issues, more evidence of continuing debate over long-standing problems. 
This stems less from any conviction on our part that, in fact, little progress 
has been made, and more from our sense that the core issues in political 
economy remain contested, that the contest is far from over, and that fun-
damental differences of concept and method are not easily resolved. 
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Politics and economics 

Politics 

It is often assumed that political economy involves an integration of politics 
and economics. It is less often conceded that the very idea of political economy 
rests on a prior separation of politics and economics. If politics and economics 
are conceptually fused, political economy cannot be thought to involve a 
relation between distinguishable activities. Since this point is often confused 
by talking about politics and economics as "organically linked" or the bound-
aries between the two as "blurred," we will comment on what this sense of 
separation means. 

Distinguishing politics from economics does not mean that they are com-
pletely separate, isolated from each other, or indifferent to each other. It 
does not mean that politics and economics do not influence each other or 
"occur" within the same concrete structures. For example, allocation of goods 
and services may take place within market or political structures. And con-
crete organizations, such as banks, firms, interest groups, and unions, may 
be political or economic according to the activities in which they are engaged 
and the analytic categories of the investigator (Maier, 1987). So when we say 
that economics and politics are separate, we mean only that they are analyt-
ically distinct. 1 

If economics and politics are distinct, it follows that a book on various 
theories of political economy must take account of these differences. The 
challenge is twofold. First, we must identify different conceptions of the 
economic and political. What are the major ideas associated with these two 
central concepts? Second, we must identify the theoretical relations between 
economics and politics. Sometimes, these theoretical relations are more or 
less in place. Other times, we attempt to build them ourselves. The relations 

1 Some have argued that the separation of economics and politics is itself the result of a protracted 
historical process. Sartori (1973) points out that the ancient Greeks considered politics a central 
aspect to man's life and did not differentiate a separate political sphere, as we do today. 

7 
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between politics and economics are what we mean by political economy. It 
is a theoretical enterprise. 

The remainder of the chapter examines various conceptions of economics 
and politics. It will become clear that both economics and politics have 
multiple meanings. It is best to confront this diversity at the outset. The 
various approaches to political economy discussed in the book will be clearer 
if these differences are taken into account. 

Conceptions of the political 

Concepts of politics are not as analytically sharp as those of economics, a fact 
reflected in the numerous competing conceptions of politics. In Swift's Gul-
liver's Travels the key character laments how, in his discussion with the king, 
he happened to say "there were several thousand Books among us written 
upon the Art of Government [and] it gave him (directly contrary to my 
Intention) a very mean Opinion of our Understandings" (Swift, 1726). 

There are many competing ideas of what is political, none of which has 
gained ascendancy by demonstrating clear theoretical superiority. Politics has 
meant "who gets what, when, and how" (Lasswell, 1936), "the struggle for 
power" (Morgenthau, [1948] 1960), "the art and science of government," 
"the socialization of conflict" (Schattschneider, 1960), "patterns of power, 
rule, and authority" (Dahl, 1956), "the science of the state," "the authori-
tative allocation of values" (Easton, [1953] 1981), "pure conflict, as in us 
against them" (Schmitt, 1976), and "the conciliation of conflicting interests 
through public policy" (Crick, [1962] 1964). Power, authority, public life, 
government, the state, conflict, and conflict resolution are all bound up with 
our understanding of politics. 

The preceding discussion points to some of the problems of conceptualizing 
the political. We will develop here three ideas of the political that make sense, 
have some coherence, and have potential for connections with economics. 
Though not the only three ways of talking about politics, these conceptions 
do represent three important traditions. They are politics as government, as 
public life, and as the authoritative allocation of values. 

Politics as government. One conception of politics makes it essentially equiv-
alent to government. By government, we mean the formal political machinery 
of the country as a whole, its institutions, laws, public policies, and key 
actors. Sometimes government and the political are made equal by definition. 
Politics then refers to the activities, processes, and structures of government. 
What goes on within the U.S. Senate, the German Bundestag, and the British 
Parliament is by definition politics. What happens in society-that is, outside 
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the scope of the government proper - is not political. Societal phenomena 
may have political implications, but they are not political per se. 

Politics in this sense has a locus, a structural address. The central political 
institutions reside in the capital of the country. They are the ones that are 
authoritative in the sense of being able to decide for the country as a whole 
and being able (that is, having the capacity) to achieve compliance. If some-
thing occurs within this arena, it is political; if it doesn't, it is not. 

The politics-as-government approach offers a definition of politics in terms 
of organization, rules, and agency. "Organization" refers to relatively con-
crete structures (formal organization). These might include courts, legisla-
tures, bureaucracies, and political parties. "Rules" refers to rights and 
obligations as well as permissible procedures and strategies to be employed 
in the political process. The basic rules of a government are set down in its 
constitution, written or unwritten. These rules cover the organization and 
distribution of political power as well as procedures regarding voting, leg-
islative strategies, and the permissible range of influence behavior. The basic 
rules for the United States include both a functional and territorial division 
of powers, the former involving a "separation of powers" among legislative, 
executive, and judicial branches, the latter a splitting of powers between 
central and outlying political units (federalism). England's basic rules are 
quite different. Here executive power is not a formally differentiated 
"branch" of government. Instead the prime minister's power rests on a 
majority in the House of Commons. Finally, government includes agents or 
personnel. These agents, situated in the overall political organization, "act" 
in the sense that they undertake political initiatives (to retain office, increase 
power, pass laws, and so on). 

The study of government in the United States has been closely tied to an 
emphasis on law. As Charles Hyneman put it in The Study of Politics, "The 
central point of attention in American political science ... is that part of the 
affairs of the state which centers in government, and that kind or part of 
government which speaks through law" (1959:26-7). Similarly, Harry Eck-
stein, though careful to put some distance between the state and politics, 
sees formal-legal studies as integral to the state (1979:2). Eckstein uses the 
term "formal-legal" because the study of government was closely tied to 
formal organization and to public law. Carl Friedrich's Constitutional Gov-
ernment and Democracy (1937) provides an example of the importance of 
numerous governmental characteristics, while Douglas Rae's book, The Po-
litical Consequences of Electoral Laws (1967), demonstrates the importance of 
differences in electoral rules. 

The governmental approach does not rule out nongovernmental phenom-
ena as having political relevance; it places government at the center and 
evaluates other phenomena as they impinge upon or are affected by govern-
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ment. Thus, the political role of the media, or the influence of interest groups 
or economic classes, while not directly part of government as defined here, 
may affect and be affected by governmental policies. The importance of such 
phenomena is recognized as part of society. They affect governmental politics 
but are not definitionally a part of the government. 

The meaning of government can be clarified by distinguishing it from the 
state (see Carnoy, 1984, and see Daedalus, 1979, for surveys). The term 
"state" generally refers to a set of phenomena that are more inclusive than 
government. It is broader than government in that the state includes insti-
tutionalized authority, laws, and patterns of domination, including those 
resting on force, politically manipulated incentives, and reigning ideas. Ben-
jamin and Duvall define the state as "the enduring structure of governance 
and rules in society" (1985:25). Defined in this way, the state does not "do" 
anything in the standard sense. The state is not an agent or actor-govern-
ments are (Wendt and Duvall, 1989:43). "Government," on the other hand, 
refers to agents, differentiated organizations, and rules that are embedded 
in the state, but they do not exhaust our meaning of the state. 

What does the state include that is not encompassed by government? The 
idea of the state is tied to a broader conception of laws and rules than is 
usually signified by the term government, including informal rules embodied 
in customs, ideas, and parapublic institutions, what Peter Katzenstein calls 
"policy networks" (1978:19). Policy networks are combinations of public and 
private power made up of parts of the state bureaucracy and private asso-
ciations. Similarly, the Gramscian idea of hegemony reflects a concept of rule 
that relies on ruling ideas and social forces as well as government more 
narrowly defined (see Gramsci, 1971). 

The attempt to equate politics and government raises two critical questions. 
Is everything that happens "within government" political or is politics only 
a portion of government? Are there phenomena outside government that are 
political? If government defines what is political, we have to address ourselves 
to the heterogeneity of what is entailed by this term. Much of what goes on 
in government is private in goal if not in arena or institutional means. It is 
concerned neither with public goods nor with means that are recognized as 
part of the public sector. A politician may use public office to advance his 
or her private career. A temporary appointment to a highly visible govern-
mental position may be coveted to enhance one's income from speeches and 
book royalties after resigning public office. Our point is not that these ex-
amples are nonpolitical but that there is an aspect of them that can be viewed 
as private (seeking personal wealth) and possibly even economic. 

What does the governmental focus leave out that is normally considered 
political? It omits what, following Easton's concept of the political system 
(1965), we can call "political inputs" such as the expression of interests and 



Politics 11 

political demands by societal actors, their aggregation into broad programs, 
the communication of political information by the privately owned media, 
and the experience of political socialization by parents, schools, and churches. 
It also omits combinations of private and governmental forces from active 
consideration since these combinations reach outside the governmental sector. 
Finally, the governmental notion of politics omits ideas of politics tied to 
state structures conceived more broadly than government. Cox's notion of a 
"historic bloc" encompassing governmental institutions, social forces, and 
ideology is exemplary (Cox, 1986). Clearly the focus on government excludes 
much that is often considered relevant. The justification for such exclusion 
is that, if the concept of government is to be useful, it must refer to something 
definite and precise. Expanding the concept of government causes much of 
what is otherwise thought of as societal to become part of government (such 
as schools, churches, families). A valuable distinction is weakened if not lost. 

Politics as the public. One way of thinking about economics and politics is 
to link economics to what is private, politics with the public. Individual ends 
and activities resolve into two categories: those that are private (in motive 
and result) and those that imply others. We do not want to minimize the 
difficulty of making this distinction in practice or to suggest there are some 
actions that are insulated from the rest of society. Nevertheless, in liberal 
societies (by definition) there is a realm of the private that is treated as 
personal. Thus, religious worship, sexual activities within the household, the 
details of consumption (food and clothing preferences), and most aspects of 
child-rearing are private matters. 

A sharp distinction between private and public is difficult to enforce. 
Certainly in the empirical world, boundaries shift. "Private" refers to affairs 
that are substantially limited to individuals or groups directly involved in 
exchange. The "public" is defined as the arena or activities that involve 
others in substantial ways. While no action is ever without social determi-
nants, meanings, and implications, this does not necessarily make everything 
public. Neoclassical economists ground the distinction between private and 
public in what is and is not transmitted by the price system. Benefits and 
damages resulting from exchange not charged or paid for are external effects 
(externalities) and invite management by the state. John Dewey (1927) makes 
the same distinction in terms of the scope and persistence of consequences 
of transactions among individuals. 

The idea of the public is broader than the neoclassical concept of exter-
nalities and public goods, yet narrower (in its politically relevant version) 
than society as a whole. It is broader than externalities and public goods in 
that it includes collective identities and shared values relevant for political 
discourse. It is narrower in that there is a public arena not overtly political 
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(public dress codes, appropriate behavior in public places such as waiting 
rooms and elevators, and so forth). It is more narrow in that not all aspects 
of politics, at least in some versions, are public. Crick reminds us that "Palace 

· politics is private politics, almost a contradiction in terms. The unique char-
acter of political activity lies, quite literally, in its publicity" ([1962] 1964:20). 
And social spheres such as the family, the church, and private associations 
are often seen as going outside the public realm. 

In The Politics, Aristotle defended public life in the polis as essential to 
the expression of man's higher social nature. In ancient Rome, the res publica 
represented "bonds of association and mutual commitment which exist be-
tween people who are not joined together by ties of family or intimate as-
sociation" (Sennett, 1978; original edition 1973:3). In The Public and Its 
Problems (1927), Dewey identifies the public as both the raw material of 
politics and an essential component of the state. And In Defense of Politics 
([ 1962] 1964), Crick sees the public character of actions as a core characteristic 
of the political. 

When we connect politics with the notion of public life, we bring to the 
forefront a set of questions and problems surrounding what is the central 
quality that makes activity and human interaction public. In responding to 
these questions and problems two lines of argument need to be clearly dis-
tinguished. Indeed, the notion of the public has been interpreted in two 
radically different directions. 

The first, although historically the more recent, defines public by reference 
to self-interest. The public encompasses either pursuit of self-interests that 
coincide (a commonly held interest) or responses to ways in which the in-
dividual's pursuit of self-interest impinges on the welfare of others. The 
connected concepts of public goods and externalities are the key terms within 
this interpretation of public life. Its main distinguishing feature is rejection 
of any notion of public that either transcends private self-seeking or responds 
to human needs irreducible to private ends. 

This contemporary notion of the public contrasts sharply with the more 
traditional notion linked to concepts of public interest and public good. These 
concepts carry with them the idea that the public has an existence, meaning, 
and purpose irreducible to the pursuit of individual self-interest and the 
ordering of private preferences. (For an account of this second notion see 
Arendt, 1958.) Those who advocate the first of our two notions of the public 
tend to view the second as metaphysical, if not mystical. It is their belief 
that the only grounded social reality is the individual and his or her pref-
erences. Those who take our second notion of public more seriously argue 
that social institutions have their own reality. They do not arise in response 
to individual wants (although they often concern themselves with such wants). 
Rather, they encompass private agents and make explicit their underlying 
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social connectedness understood as the grounding for their very existence as 
individuals. This second view presupposes a social capacity that is prior to 
the articulation of private ends. 

When we consider political economy as involving the study of the relation 
of public to private (or of a part of that relation), it makes all the difference 
which notion of public we have in mind. If we focus on the first conception, 
we are led to examine the ways in which individual interests relate to one 
another, coincide, or negatively affect one another. If we employ the second 
of the two, then the study of the relationship between public and private 
means the study of the ways in which collective life undergirds, informs, 
animates, and gives meaning to private self-seeking, and of the limits of self-
interest. 

To illustrate these two different conceptions of the public, we explore the 
use of this concept by John Dewey and Hannah Arendt. Dewey elaborated 
his ideas about the public in The Public and Its Problems (1927). Arendt 
developed her arguments in The Human Condition (1958). 

In The Public and Its Problems, John Dewey attempts to link the public 
with the state and to show how the latter, insofar as it is a liberal, democratic 
state, is grounded in and limited by the scope of what is public. His first 
task is to identify the core meaning of public. Dewey begins his search for 
the public from a particular determining ground, a world of individuals and 
their transactions. To the extent that their transactions are limited to them-
selves, that is, to the extent that they do not involve consequences for others, 
he speaks of their activities as private. The germ of the public is found in 
those transactions that involve others: 

We take then our point of departure from the objective fact that human acts have 
consequences upon others, that some of these consequences are perceived, and that 
their perception leads to subsequent effort to control action so as to secure some 
consequences and avoid others. Following this clew, we are led to remark that the 
consequences are of two kinds, those which affect the persons directly engaged in a 
transaction, and those which affect others beyond those immediately concerned. In 
this distinction we find the germ of the distinction between the private and the public. 
(1927: 12) 

Dewey's idea of the public seems closely related to the neoclassical concept 
of externality. Couldn't we just as easily say that the public refers to the set 
of people whose preferences are affected (positively or negatively) by the 
consequences of market exchanges? To be sure, a family resemblance does 
exist, but so do important differences. Dewey is willing to talk about interests 
as well as preferences. Thus a public interest may be affected even while 
public preferences are not. For example, people may be dying because of 
dirty air or a depletion of ozone in the atmosphere but may be unaware of 
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the connection. Their interests in clean air and ozone have not become pref-
erences. 

A second difference lies in Dewey's readiness to include the sick, insane, 
infirm, and young in the public. Dewey asks why people in these groups are 
peculiarly "wards of the state" (1927:62). They are because in their trans-
actions with others, " ... the relationship is likely to be one-sided, and the 
interests of one party [will] suffer" (1927:62). The reasoning here is quite 
general. It involves the inequality of status (and, Dewey might have added, 
of power and resources) of parties to the transaction. Once this principle is 
introduced, numerous so-called private transactions assume a public content: 
minimum wages, relations between workers and capitalists, care of the young 
and the old, access to health and educational facilities, and so on. Dewey in 
fact raises all these issues and makes a case for placing them within the public 
domain in a way that is consistent with his general idea of the public. Whether 
this effort works is not our concern here. The point is that Dewey's public 
is considerably broader than externalities. 

Hannah Arendt's interpretation of the public differs sharply from that just 
summarized. Her interpretation brings our attention to dimensions of the 
problem often lost sight of in more recent discussions that focus on limitations 
of private want satisfaction. Her approach is in some ways more traditional 
and gives evidence of its classical origins. We think it important to retrieve 
the alternative she suggests and to consider it, however briefly, together with 
those more in line with contemporary ways of thinking. 

The term "public," according to Arendt, refers to two distinct but closely 
connected phenomena. The first has to do with the importance of what she 
refers to as "appearing in public." 

The presence of others who see what we see and hear what we hear assures us of the 
reality of the world and ourselves, and while the intimacy of a fully developed private 
life, such as had never been known before the rise of the modern age and the con-
comitant decline of the public realm, will always greatly intensify and enrich the 
whole scale of subjective emotions and private feelings, this intensification will always 
come to pass at the expense of the assurance of the reality of the world and men. 
(1958:50) 

The necessity for a public realm stems from the dependence that our "feeling 
for reality" has on such a realm. In other words, Arendt's notion of the public 
connects to a prior judgment regarding the way in which we experience, 
perceive, and construct the reality of our lives individually and collectively. 
The dependence of our sense of reality on the public presupposes that our 
reality is already intersubjective. Notions of the public considered up to this 
point do not carry this presupposition. In neoclassical economics our sub-
jective reality does not depend on our connection to a larger whole. Indeed, 
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within the neoclassical way of thinking, the world outside is understood as 
an opportunity set and relates instrumentally to already defined preferences. 
The idea of "appearing in public" carries a meaning lying outside the in-
strumental conception of public. On the contrary, Arendt's idea of public 
has a constitutive connotation. To the extent that we treat personality as, in 
important part, a social construct, "appearing in public" takes on special 
importance, as part of our effort to connect with the social whole or to confirm 
that connection with the whole without which we risk loss of our sense of 
identity. 

This observation leads naturally to Arendt's second dimension of the pub-
lic, the public as the "common world." 

To live together in the world means essentially that a world of things is between those 
who stand around it; the world, like every in-between, relates and separates men at 
the same time. 

The public realm, as the common world, gathers us together and yet prevents our 
falling over each other, so to speak. (1958:52) 

Arendt emphasizes that this common world is a human construct; indeed, 
it is constructed in order to provide a world of things to instantiate our 
common life. What is striking about this idea is the notion of a common 
world that binds us together. The public not only helps to satisfy our private 
wants, it binds us into a larger whole. In order to do this, it must have its 
own objectivity, it must be made up of appropriate sorts of things. 

Arendt's notion of the public can have different relations with politics. We 
can, of course, identify the public with the political. This makes politics the 
appearance in public needed to secure our sense of reality and connectedness, 
both of which depend on our having a life in common. But public and political 
need not be synonymous. The need for a public in Arendt's sense can en-
compass politics and more than politics. Forms of mass communication are 
public insofar as they provide (some of) us with an opportunity to appear. 
Yet this appearance may not be a political act (for example, a concert need 
not be considered a political act although under appropriate circumstances 
it may be that). 

So long, however, as politics takes a part of the space of the public in 
Arendt's sense, it will have ends not considered within the utilitarian calculus 
(see Benhabib, 1989). These ends involve our sense of common life, the 
reality we gain from participating in a common life, and our need to partic-
ipate in construction of the social artifacts of our life together. If politics 
includes this dimension, it has a significant constitutive function for the 
individual lost sight of when we assume that individuals have fully formed 
preference orderings prior to both politics and public life. 
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Politics as authoritative allocation of values. According to this conception, 
politics and economics are similar in that both are methods of allocation. 
The economic and the political processes are alternative ways of making 
allocations regarding scarce resources. Politics refers not to the formal struc-
ture of government but to a distinctive way of making decisions about pro-
ducing and distributing resources. Unlike economics, which emphasizes 
juridically voluntary exchange, the system of political allocation involves au-
thority. 

Quite possibly, this difference in mode of allocation may reflect differences 
in the types of goods being pursued (for instance, excludable versus nonex-
cludable) as well as the normative criteria governing interaction (such as self-
interest versus collective interest, individual gain versus equity). David Eas-
ton ([1953] 1981) suggests that the central question of political science is how 
values are authoritatively allocated for society. He vigorously defends this 
focus against competing conceptions of politics based on the state, power, 
and conflict resolution. It is not that the authoritative allocation of values is 
unrelated to these things but that focusing on these other things hits the core 
of what is political only by accident, by virtue of their correlation with 
authority patterns. The state is closely involved in authoritative allocations 
in the sense that these allocations often take place within the state, through 
state institutions, and are often activated and executed by state agents. But 
the congruence is limited: Authority patterns occur outside the state too, and 
much of what goes on inside the state is not authoritative. For Easton, the 
strongest argument for this focus is that political science is not interested so 
much in a particular institution as it is in the activity "that expresses itself 
through a variety of institutions" (1981: 113). Easton's argument implies a 
decoupling of politics as abstract process from the institutions normally as-
sociated with this process (government). 

Where does this approach lead? It does not have to lead to the search for 
authority in every nook and cranny of society - in the factories, schools, 
family, and armed services. The societal component of the definition keeps 
our focus on authoritative allocations for society as a whole. In one sense, 
this leads us back to government, since government is the only societywide 
political structure. But government does not equal politics. It is a structure 
within which politics can take place. The activities and institutions of gov-
ernment are not by definition politics. Some governments, as Crick (1964) 
points out, allow very little politics. Some strive to reduce politics to a min-
imum- for example, by ruling through coercion or managed consensus. 

In addition, there is much outside governmental boundaries that is polit-
ical. These interactions, to the extent that they are regularized and related 
to authoritative allocations in particular ways, are included in the concept of 
"the political system." For example, in pluralist systems the activities of 
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interest groups and political parties would be considered political, in that 
they are concerned either with the holding of authoritative positions or with 
the organization and activities of shaping authoritative public policy. Simi-
larly, the acquisition of political images and information (of the nation, the 
president, the central political institutions), although more remote than the 
activities of pressure groups and parties, is often considered political. 

The focus on authority implies an important normative question that needs 
to be asked if the scope of the political is not to be indeterminate: What is 
the proper reach of the authority system? If the boundary between economics 
and politics is to be determined by the region in which voluntary exchange 
shades into authoritative relations, we need to know something about those 
activities best suited for market exchange and those best suited for authority 
systems. One answer is that authority should be reserved for those activities 
where voluntary exchange breaks down or where the structure of interests 
among actors does not spontaneously yield mutually beneficial and self-
enforcing results. Another answer is that authority is called for to institute 
and enforce righls or to achieve goals such as equality, universal health care, 
and justice, ends that are not assured by the market. A third answer is that 
the wielding of authority is not a normative issue, not a question of "the 
proper sphere of government." Instead, it has to do with political enforcement 
of particular (special) wills against others, such as capitalist against worker, 
Catholic against Protestant, and so on. Politics deals with situations in which 
there is simultaneously conflict and pressure for collective decisions. Some 
will gain and some will lose. Thus, politics cannot be about collective mutual 
gains and authority cannot be about what everyone approves. The focus on 
legitimacy is a diversion that distracts us from the cleavages overridden by 
state policies. 

Relations among three approaches to politics 

Before attempting to reconcile the three approaches discussed in the preced-
ing section, we should point out that there is a case for viewing them sepa-
rately. Each approach can be viewed as essentially different and can, when 
elaborated, take us in a different direction. The politics-as-government ap-
proach relies on a particular institution, politics as affairs of the public relies 
on the specification of a noninstitutional realm outside of private exchange, 
and the authority focus depends on a certain way of making decisions and 
of securing compliance. Each conception has its "home domain," its core 
concepts, its notions of what is centrally political, and its often implicit rules 
about what is outside the political arena. Yet few would deny that all three 
approaches say something about politics. What are the relationships among 
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the three approaches? What similarities and points of convergence are sug-
gested? 

Let us begin to answer these questions by focusing on the second approach, 
politics as public. The public refers to either the regulation of unintended 
consequences of private actions and market failure or to the sense of common 
interest, mission, identity, or conception of what it means to be a citizen of 
a community. 

While the idea of the public provides an approach to politics, it does not 
stand alone. In one sense, it identifies the raw material out of which politics 
takes place. The activities of government are concerned with taking binding 
decisions for society as a whole. As such, government takes as its point of 
departure those· matters that significantly involve "others." It does not try 
to legislate individual affairs ad seriatim. In this light, the public and gov-
ernment are not two unrelated approaches. Indeed, they need each other to 
complete their meanings. Without a public to serve as foundation, govern-
ment is cut adrift. How can it devise policies to settle societal conflicts or to 
pursue harmonious social goals without a grounding in public society? "Pol-
iticking," the struggle for governmental office, and modern equivalents of 
court intrigue would still occur, but politics pure and simple would not. 

Conversely, without a governmental structure the public is only an inar-
ticulate mass of commonly affected interests, more or less privately held. 
The public in this sense is simply an aggregate, a set of persons neither 
cognizant of shared experience nor alert to its political potential. When these 
separate circumstances are collectively understood, and when individuals play 
a role in forging this collective understanding, the situation becomes political. 
When this occurs, collectively mobilized interests are brought to bear as 
pressures upon government, working through governmental channels, po-
litical parties, the bureaucracy, legislatures, and courts. 

At the intersection between government and society, the public is a crucial 
lever. From the vantage point of government, it is the raw material, the 
subject matter of politics. From the public's vantage point, government is 
both the arena for its expression and the instrument to achieve its aims, which 
may include, significantly, the desire for a particular sphere of society (child 
care, medical insurance) to be declared public. 

The public does not simply use government as an instrument to its own 
ends. It is also constituted by government. In some countries the government 
charters and licenses interest groups, thus granting them public status and 
the acknowledged right to affect public policy. The public becomes politically 
articulate in part through government action. 

In France, part of what is meant by the "strong state tradition" concerns 
the capacity of the state to constitute (that is, to organize, recognize, control) 
private associations. In pluralist theory, it is groups and group interests that 
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are the driving forces, "freely combining, dissolving, and recombining in 
accordance with their interest lines" (Bentley, 1908:359). By contrast, in 
France all private associations are required to register with the Ministry of 
Interior; the Ministry grants them legal status, and it may dissolve certain 
associations if they are deemed a threat to the state (Wilsford, 1989:132). 
This pattern is characteristic of many countries that fall into what Stepan 
calls the "organic-statist" tradition (1978:26-45). 

How does the focus on authority relate to government and the public? 
This focus takes us close to what we often mean by politics - commands 
binding on society as a whole and enforceable by a sovereign (in other words, 
an institution beyond which there is no legal appeal). However, unless we 
are to treat authoritative decisions as definitionally identical to politics, we 
cannot help feeling uncomfortable with authority as the exclusive focus. Its 
connections to government and public are not clear. 

This difficulty is not at all surprising. Indeed, Easton argued for the focus 
on authoritative allocations of values precisely because of its imperfect cor-
respondence with governmental institutions and activities. These incongru-
ities reach in two directions: Not everything government does is authoritative, 
and not everything that is authoritative is governmental. As examples of the 
former, we can think of private gain in public settings, the utilization of 
public office in the pursuit of private goals, and the maneuvering for private 
advantage apart from the policy implications of such. Oddly, the term "po-
litical" has evolved to become one of the ordinary meanings to describe such 
activities. We use the word "politicking" to describe those activities, reserv-
ing the word "politics" for other activities. 

One omission concerns the scope of authoritative actions. Can any issue, 
activity, or interest be the object of binding decisions for society? By itself, 
the focus on authoritative decisions tells us nothing about what kinds of 
activities are within the jurisdiction of the authority system. Perhaps this is 
as it should be. With the scope of authority open-ended, the substance of 
the political is unspecified and the distinctive focus of politics shifts to the 
process level. In one country the production and distribution of food goods 
are authoritative matters. In another, medical care is provided by a govern-
mental bureaucracy. In a third, the emission of industrial waste is subject to 
authoritative regulations. In a fourth country, all three may be dealt with by 
private exchange, or perhaps in the case of industrial wastes, simply ne-
glected. 

We need not, however, consider the substantive content of authoritative 
decisions totally arbitrary. Without specifying which activities qualify for 
authoritative decision making, we can define some limits in terms of the 
relationship between society and government. The focus on authority makes 
most sense when integrated into a scheme where both public and government 
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Figure 1. Relationships among conceptions of politics 

are present. The public anchors the idea of authority to a particular set of 
social conditions. It ties nonarbitrary authoritative policies to a certain sphere 
and by so doing provides some normative constraint on what authority struc-
tures can do. 

If the scope of authority is limited to what is in some sense public, the 
institutions through which authoritative decisions take place are governmen-
tal. Of course there are informal political organizations too, and these are 
often involved in making decisions binding on society. But by and large, in 
the modern system of the nation-state, the institutional locus of politics is 
government. We suggest this focus as a starting point for political analysis 
even if some political "locations" are minimized by doing so. 

Our summary definition of politics is as follows: Politics refers to the 
activities and institutions that relate to the making of authoritative public 
decisions for society as a whole. This definition sees the focal point of politics 
in the overlapping of three conceptually distinct areas. We represent this 
overlap in a diagram, Figure 1. 

In the figure there are three circles, each representing one of our approaches 
(or constituents) to politics. There is a public sphere that is not political, 
such as codes governing dress, speech, and behavior in public places. Much 
of this is highly informal, enforced through norms and informal understand-
ings. There is a governmental sphere that is neither public nor authoritative, 
at least in some sense. Part of what occurs in government concerns the 
motivations, ambitions, and career goals of politicians, even though the pur-
suit of those goals takes place within a public space. Finally, authority re-
lations may be found in the family, church, factory, and school. Authority 
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by itself need not be political. Often enough, these three spheres overlap. 
The shaded section (ABC) points to the overlap between government, the 
public, and authority. Our definition points us toward this overlap. 

Economics 

In modern usage, the term "economic" has several meanings. These different 
meanings are not exclusive, yet each is a core idea that anchors a distinct 
approach to defining the subject matter of economics. Emphasis on one or 
another of these meanings will lead toward different ways of thinking about 
what is definitive about the economic dimension of our lives. In this chapter 
we explore three core notions of the economic. Clearly distinguishing between 
these notions will help us define different theoretical approaches in econom-
ics, and thus also in political economy. 

First, the term economic is sometimes used to refer to a way of doing 
things, as in the word "economically." If we use the term in this way, it 
carries the connotations of efficiency, minimum effort, and close adaptation 
of means to ends. Second, the term economic sometimes refers to a kind of 
activity, usually aimed (as in production) at acquiring things we want or 
need. The term "provisioning" expresses this sense of what is economic. A 
third usage of economic ties it to market institutions. These institutions seem 
to embody most forcefully the achievement of efficiency in the activities aimed 
at acquiring for us the things we need. Economists often argue that we will 
be most efficient in satisfying our wants if we organize the process through 
market institutions. Mancur Olson notes that in nineteenth-century Britain, 
the very word "economist" was taken to mean an advocate of laissez-faire 
and "the belief that economic theory is applicable only to goods that fetch a 
price in the markets of capitalist economies ... [that] has survived to the 
present day" (1969: 140-1). 

These three meanings of economic do not map neatly onto schools, theories, 
or approaches. Nonetheless, each theory tends to favor one of the meanings 
over the others. Because of this, we can learn something important about 
the differences between theories by exploring the different ways we use the 
term economic. 

Conceptions of economics 

Economic calculation. The first meaning of "economic" directs our attention 
to a way of thinking and an associated orientation of the individual to the 
world. Sometimes termed the "economic approach," this way of thinking 
seeks to understand human action as an effort to achieve given ends in the 
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face of external constraints. Such constraints originate in the limited supply 
of means, or resources. How well we can satisfy our wants depends on the 
means to which we have access. This depends both on what is available over 
all, and on the part specifically available to us. The latter depends on the 
way society defines property rights and allows property to be allocated among 
its members. 

Economic calculation is a way of utilizing what is available, given wants. 
It is a way of judging institutional arrangements for using available means 
according to how well they satisfy wants. It is also a way of understanding 
social action as the outcome of private calculations of the likely impact of 
action on private want satisfaction. 

While currently dominant in economics, this approach has broad expres-
sion in the social sciences. In sociology, Max Weber ([1956] 1978) emphasized 
the link between rational calculation (understood as a relation of means and 
ends) and economic activity. His work provides a broad perspective on the 
link between rationality, efficiency, and the definition of the economic ad-
vocated by many modern-day economists. 

When based on the idea of calculation, economics defines its subject matter 
in terms such as efficiency and constrained choice. Economics in this mode 
begins with the activity of a choosing agent, the individual, attempting to do 
the best he can to satisfy wants to the greatest degree possible in the face of 
opportunities and constraints. From this starting point, analysis proceeds to 
consider the implications of want satisfaction in the context of a group of 
individuals characterized in this way. The better we adapt our means to our 
ends, the more efficient we are in using our resources. Greater efficiency 
means that we can satisfy our wants better. 

This way of thinking about what is economic has a static quality that 
follows from the notion of limited resources and given ends. Economizing is 
a way of adapting to the way things are, not a process of change and devel-
opment. The central metaphor is allocation. We attempt to allocate our means 
among our ends so as to achieve as much as we can with what we have. 
"Economizing" carries this connotation of constraint captured in the maxim 
"There's no such thing as a free lunch." If we are more efficient, we can 
sometimes get more with what we have, but we cannot have more. If we 
could, we might orient ourselves toward getting more rather than using 
efficiently what we have. 

Joseph Schumpeter (1942) made the point that an inefficient system might 
grow more rapidly and in the long run achieve higher levels of productivity. 
Schumpeter thought that capitalism is such a system because monopoly gains 
from entrepreneurship stimulate innovation. In his theory, inefficiency im-
plied in monopoly is necessary to economic development. If this is so, the 
goal of efficiency recedes in importance. Our first notion of the economic 
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rejects this claim and holds that the economic problem is that of doing better 
with what we have. 

The approach to economics centering on the notion of calculation is dis-
tinguished by its static orientation, with emphasis placed on constraints and 
allocation. It is also distinguished by its generality. Unlike the other two 
ways of thinking about what is economic, this approach makes the term 
broadly applicable to human affairs. Indeed, it becomes a way of thinking 
about all of our activities. The approach centering on calculation makes 
constrained choice virtually synonymous with human action. This attribute 
is of special importance for political economy, which concerns itself with the 
boundaries between economics and politics. Identification of economic with 
a way of calculating implies no restriction of the economic to particular sets 
of human relations and activities. It allows and encourages us to think of 
politics also as a sphere of economic calculation. Let us consider this impli-

. cation somewhat more closely. 
Within the means-ends framework, understanding why people do what 

they do means knowing their ends and the means available for them to achieve 
those ends. Because we can characterize all human action and motivation in 
terms of the ends pursued and the means available, the link between the 
economic and the act of economizing makes all human action potentially 
economic. This link makes it possible to evaluate instrumental action ac-
cording to economic criteria: Is it efficient in its use of means to achieve the 
stated ends? 

Weber emphasizes the rise of economic calculation and what he terms 
"instrumental rationality" as the hallmark of the modern age. Modern man 
relates to the world outside as means to his ends. Thinking about and un-
derstanding the world resolve themselves into making calculations of the way 
we can best use it for our ends. Rationality is instrumental when it treats 
things and other persons as means and not ends in themselves. Economists 
working within this framework assume that individuals adopt an instrumental 
attitude. They explain human behavior and judge human institutions ac-
cording to an economic calculation of outcomes. In principle, this approach 
can be applied to any human behavior and to all human institutions. Econ-
omists and other social scientists influenced by this vision have applied it to 
political processes and personal life (marriage, voting, suicide) as well as to 
economic affairs more narrowly conceived. 2 

While economists who understand their subject matter in the language of 
calculation treat the problems of production and circulation of goods as 
instances of economic activity, they do so not because such activity is in-

2 See Becker (1976) for a discussion of and examples of the extension of the concept of the 
economic to encompass the broad range of social institutions. 
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herently economic (as would be implied in our second meaning), but because 
it can be interpreted on the basis of the notions of choice and efficiency. Yet 
production and circulation of goods need not be done economically in the 
sense that those engaged in productive activity need not work efficiently at 
it and what they do need not be characterized in terms of choice. 3 If we want 
to think of the activities associated with provisioning needs, whether involving 
calculation in the above sense or not, as economic, we must leave behind the 
first usage of the term and consider an alternative. 

Material provisioning. The second usage of the term "economic" characterizes 
earlier thinking about economic activity from Aristotle to Adam Smith and 
Karl Marx. It also motivates the work of modern economists influenced by 
the older traditions in economics.4 These economists also use the term "eco-
nomic" to refer to a kind of activity. They identify this activity not by its 
characteristic mode of calculation, however, but by its purpose: the produc-
tion and reproduction of goods, or the material provisioning of wants. Econ-
omists working within this framework do not deny that activities can be done 
more or less efficiently. They do, however, consider production of the ma-
terial things needed to sustain life economic whether or not it is done effi-
ciently, and whether or not those engaged in it are conceived as making 
choices. 

This approach tends to equate economic activity with the "material life 
process of society" (Sahlins, 1972:xii) and with concern for the "material, 
substantive, things that sustained human beings" (Polanyi, 1957:83). The 
interpretation of economic life as a process of material reproduction receives 
its most general and deliberate formulation in the work of Karl Marx. For 
Marx, "it is quite obvious from the start that there exists a materialistic 
connection of men with one another, which is determined by their needs and 
their mode of production, and which is as old as men themselves" (1964:41). 
Notions such as material life and material connection refer to the processes 
by which the members of a social order participate in the activities that lead 
to their collective reproduction. 

This emphasis on the "material" merits further consideration. From a 
modern-day standpoint, identification of wants with material things seems 
less compelling. Many of the goods economies provide (information or 
entertainment, for example) are not primarily material. During the period 
of the classical economists (considered in Chapter 2), however, the material 

3 Whether and how it is possible to conceive of production and distribution as being in some 
sense inefficient depends on our concept of efficiency. The concept itself raises serious diffi-
culties, especially as it is identified with economic rationality. For a discussion and critique, 
see Godelier (1972:ch. 1). 

4 See, for example, Sraffa (1960) and Dobb (1973). 
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dimension dominated, and it was not unreasonable to assume that provi-
sioning of needs was a matter of providing things in appropriate material 
form. 

A more general interpretation of the idea would focus our attention not 
on the physical makeup of goods, but on the use of our human energies in 
providing them. This provision of goods has two important dimensions: 
production and circulation. Economic activity either produces the goods that 
satisfy needs or moves those goods from those who produce them to those 
who need them. This latter is the circulation of goods most often identified 
with exchange. 

The physical makeup of a good does not determine whether we use human 
energy to create it or whether it can circulate from owner to owner. Property 
rights in nonmaterial things (such as ideas) also change hands, and in this 
sense circulate from one owner to another. Thus, we can employ the pro-
visioning idea whether or not we think that most wants demand material 
things for their satisfaction. 

Yet the spirit of the provisioning approach emphasizes material goods over 
nonmaterial, often giving the former a special status and larger role in eco-
nomic affairs. While not inevitable, this emphasis follows naturally from the 
perspective that sees provisioning as a kind of material circulation of the 
things necessary to sustain life - to provide nutrition, warmth, and shelter. 
The provisioning approach focuses our attention on basic needs and the goods 
that sustain life in its more elemental senses. 

The term "material connection" depicts the relation of person to person 
and of the individual to social institutions in a way different from that of 
economic calculation. This difference centers on the perception of individual 
agents and of the constraints in which they operate. It also centers on the 
way the agents are understood to relate to the social structure and material 
universe that sustain them. We will briefly consider each of these differences. 

When we identity the economic with a way of calculating, we immediately 
place emphasis on the mental processes of the individual agent who does the 
calculation. That is, the economic occurs in the mind of the agent, or at least 
it begins there. Further, the specific calculation centers on subjective ends 
ultimately known only to the individual. We outside know them only by 
inference from the actions taken in their pursuit (the choices made by the 
agent tell us something about his preferences). In the provisioning concep-
tion, the economic does not refer us to an attitude or mode of calculation on 
the part of the individual, but to a systemic process. 

In this framework, the starting point is not the individual and his pref-
erences, but the system or structure of reproduction of the society as a whole, 
or at least of that aspect of society tied to satisfying wants. Here, we imagine 
a system of interconnected needs determined not by the individual's private, 
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subjective life, but by objective social facts. What we need depends not on 
our subjective lives, but on our place in a larger structure. 

The classical economists discussed in the next chapter provide us with two 
instances of the structural or objective determination of wants: the placement 
of the producer in a social division of labor, and the placement of the indi-
vidual into a social class. Placement of the producer in a social division of 
labor refers to the way he depends on other producers for inputs needed to 
produce his specific output-how the carpenter depends on those who provide 
wood, nails, glue, paint, and other things needed to make a table, chair, or 
house. The producer's needs do not depend on his subjective preferences, 
but on what he produces and the technique used to produce it. Knowing 
what he produces and the technology determine the nature of inputs required. 
These required inputs are determined objectively, and the need for them is 
likewise determined objectively. The economist influenced by this way of 
thinking tends to focus on the objective determination of wants within a 
system of the reproduction of a social division of labor. 

The emphasis on provisioning links motivation to need rather than choice. 
Through our economic pursuits, we seek to acquire things we must, in some 
sense, have. These objects are requirements of life. As such, we do not prefer 
to have them, or simply choose the best option among numerous alternatives. 
Instead, we do what we must to assure provisioning of our ｮ･･ｾｳＮ＠ 5 Choice 
and preference fall away, and with them the framework of thinking favored 
by those seeking to identify economic with a form of calculation. 

Even within the provisioning framework, of course, there remain wants 
not immediately linked to reproduction of a division of labor: the wants of 
the individual for means of consumption. Economists favoring the calculation 
approach direct our attention to these wants and interpret them in terms of 
preference and choice. The classical economists, or those influenced by their 
method, do not operate this way. They understand consumer wants to be 
determined socially and objectively rather than individually and subjectively. 

To arrive at this social determination, theorists generally refer us to the 
class position of the individual, especially his position with regard to own-
ership of the means of production. In Marxian language, your class position 
depends on whether you own and gain your income from capital or whether 
your only property is your laboring capacity. If the latter, then you are a 
worker and your consumption needs are determined by the "subsistence." 
The subsistence is an important idea in models such as these; we explore it 
somewhat further in the next chapter. For the moment, we introduce it only 
to emphasize that the idea of a worker's subsistence allows us to circumvent 
any reference to the subjective state of mind and preferences of consumers 

5 For a further discussion see Levine (1988:ch. 1). 
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when we think about the consumption needs of most of the population. What 
these consumers need is their basic subsistence-food, clothing, shelter-in 
a form and amount determined by objective social, historical, and cultural 
factors. Differences among individuals have less importance than social prac-
tices in determining what workers eat and wear or where they live. 

Reference to class position and to the social division of labor solves prob-
lems in the material reproduction approach that are correspondingly solved 
by notions of subjective preference and choice in the economic calculation 
approach. It solves those problems in a way that places less emphasis on 
choice and calculation of how to maximize satisfaction, more emphasis on 
objective structure, objective needs. The activity of the agent is understood 
differently in this second conception of the economic. 

How we understand constraints also differs here. This difference stems 
from a shift toward a more dynamic conception of economic affairs, one 
centering on reproduction and growth rather than allocation.6 The notion of 
fixed resources for satisfying wants plays little or no part. How much we 
have available to satisfy wants depends on how much we invest in production 
of goods. Without a notion of fixed means, it is difficult to apply the econ-
omist's notion of efficient allocation. Inputs are themselves products of past 
production, rather than given resources. This shift alters many of the basics 
of the analysis in important ways. 

Piero Sraffa suggests this shift in the title of his short essay toward a critique 
of economic theory, Production of Commodities by Means of Commodities 
(1960). Sraffa's framework is one in which needed inputs to production are 
themselves produced. The emphasis is on reproduction rather than allocation. 
What constrains the system is not limited resources, but the history of the 
economic process. In particular, the historical constraint has to do with the 
size and utilization of the economic surplus. 7 

The term "surplus" refers to the difference between output and the nec-
essary costs of its production. If we take the total product in a given period, 
the surplus is that part not needed as inputs for the reproduction of the same 
product in the next period. The surplus enters into the constraints of the 
system because its magnitude and use determine whether the economy grows 
or remains the same. 

With a positive surplus, the opportunity exists for investment in additional 
inputs that will make the level of output increase in the future. The surplus 
is a fund for investment and economic growth. It represents the potential to 
break the constraints on want satisfaction built into the existing level of 
economic activity. The economic problem is not primarily that of using 

6 See E. Nell (1967). 
7 For a discussion in more general terms, see Baran (1957) and Walsh and Gram (1980). 
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existing available inputs efficiently (this is more of a technical or engineering 
problem), but of assuring the investment of the surplus so that the quantity 
of inputs available will increase. Thus, constraints have an historical quality 
about them: how much has been invested in the past, and how much is 
currently being invested. 

Identification of the economic with reproduction of a system of provisioning 
of wants takes us in a different direction than does the idea of economic 
calculation. Both see the economic as a kind of activity, but the nature of 
the activity varies in significant ways. Our third way of thinking about what 
is economic does not identify it simply with an activity, and thus takes us 
in a distinct direction. 

The economy. The separation of society into an "economy" and a "polity" 
does not flow directly or inevitably out of either of the two approaches 
considered so far (although it probably fits more easily into the approach that 
identifies economic with provisioning rather than calculation). The idea of 
the economy as a socially and historically specific institution is, nonetheless, 
an important one. When we speak of the economy, we already assume the 
existence of a separable entity: a place (perhaps the market if we can consider 
that a place), a sphere (as Marx would have it), a moment of the whole in 
the Hegelian sense, a distinct set of relations between persons not in essence 
political or familial. 

This usage parallels the historical emergence of the economy as a separate 
institution. Karl Polanyi, more than any other contemporary thinker, has 
drawn our attention to this aspect of modern social organization. 

A self-regulating market demands nothing less than the institutional separation of 
society into an economic and political sphere. (1944:71) 

As is shown in the next chapter's discussion ·of the classical approach, the 
argument for the self-regulating market is an argument for the separateness 
of the economy as an institution. 

References to the separateness of the economy immediately invoke objec-
tion and doubt from those convinced that the modern project of political 
economy is to rethink that separation and explore the interpenetration and 
integration of economic and political processes. Because of this, the third 
sense of the economic, since it insists on separability, raises most clearly the 
central theme of this book. It will prove helpful, therefore, to explore it more 
closely to assure that we are clear on what separateness connotes.8 

Separateness of the economy does not mean its independence of the other 
aspects of social life. It does not mean that the economy can, in fact, stand 

8 See Levine (1989). 
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alone. Even those economists most committed to the idea of market self-
regulation maintain that the market depends on the state for a set, albeit a 
limited set, of requirements for its own survival. Adam Smith insists that 
the state not only maintain internal order and security from foreign invasion, 
but also engage in substantial public works where the private sector lacks 
the means needed given the scale of the project. Separateness does not, then, 
mean either autonomy or the absence of significant state involvement in 
economic life. 

In order to understand what it does mean, it may prove helpful to suggest 
an analogy. When we speak of the separateness of persons, of their autonomy 
or independence, we do not mean that they could survive by themselves, 
that they are not in important ways socially formed and determined, or that 
they relate to others with indifference, unaware of the ways in which, together 
with those others, they form a single larger whole. We mean instead that 
each is recognizably distinct, related to others yet different from them. Sep-
arateness allows us to speak intelligibly about the individual. 

The same holds for the separateness of the economy. It means that the 
economy is distinct, different from, and not equivalent to polity or family. 
When engaged in our economic affairs, we are not directly engaged in family 
life or politics. This holds true when the economy is indeed separate, even 
though our economic affairs presuppose a political and legal framework. 
Considering it separate allows us to talk intelligibly about the economy. 

The reality of an economy as a distinct system of relations is not contingent 
on individual preferences and choices. Economic institutions endure; indi-
viduals find their way in and through them. Individuals may not form them 
as means to satisfy their wants, although economic institutions have a purpose 
bound up with want satisfaction. 

When we refer to "the economy," then, we move away from the more 
individualist methodology favored by those who identify economics with a 
mode of calculating. The notion of an economy understands it as an enduring 
social reality of its own kind capable of influencing, forming, and even de-
termining motivations and ways of thinking. The economy has its own social 
purpose irreducible to those we associate with politics and family life. This 
purpose is not contingent on the preferences of agents or the universal de-
mands of material reproduction. We can think of preferences and of material 
reproduction without thinking about the economy. When we think about 
the economy, we must have in mind something more than, and something 
different from, the central concepts of economic calculation and material 
reproduction. What is this something more and different? 

The answer refers us to the institutions of private property and contract. 
These institutions involve us in a distinct set of relationships with others and 
in a specific orientation to our private ends. The economy is a sphere of 
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pursuit of self-interest, a place that validates preoccupation with our private 
concerns. The relations we enter into are normally understood to be instru-
mental to those private concerns. This makes the economy at least potentially 
a set of relations between persons distinct from the social relations that 
connect persons politically or personally. 

For this reason, Polanyi links the separateness of the economy to the 
prevalence of the institution of contract. The economy connects independent 
property owners pursuing private interest through the use and exchange of 
their private property. So long as family and polity are not formed by links 
of exchange and pursuit of self-interest, they are not part of the economy. 
Neither, then, is the economy part of family or polity. 

Thus, so long as we think the buying and selling of votes is antithetical 
to the political process, voting is not part of the economy. We can impose 
other demands on the election process than those associated, in the economy, 
with self-interest. Similarly, so long as we consider it inappropriate to treat 
the family as a sphere in which members pursue their respective self-interests 
and contract one with the ｯｴｨｾｲＬ＠ we do not consider family a part of economy. 
If we treat family members' as ends in themselves, such relations are not 
instrumental and not subject to economic calculation. When we recognize 
the obligation, in certain spheres of social interaction, to treat others as ends, 
we narrow the domain of economy, separating it off as a distinct sphere. 

If we understand the economy as an enduring reality, we can begin to 
think about institutional imperatives built into its structure. Such institutional 
imperatives do not derive from the preferences of individuals. We can derive 
the goals of social structures from individual ends only if we make the struc-
ture contingent on those ends. This would violate the notion of the structure 
as an enduring social reality. The structure precedes the participant. If the 
actions of the participant are to be intelligible, that intelligibility must stem 
from attributes of the social structure that envelop him. One way to put this 
is to note that this approach implies that the economy understood as a struc-
ture sui generis moves the individual according to its own structural imper-
atives and that economics needs to consider what those imperatives are. We 
will pursue this possibility further in the next chapter. In anticipation of that 
discussion, we mention here some salient features of the problem. 

The end or goal most closely associated with the institutional reality of 
markets has traditionally been that of capital accumulation and economic 
development. Adam Smith considered accumulation of wealth the main jus-
tification for free-standing markets. Within such institutional arrangements, 
individual self-interest works for the goal of the maximization of the national 
revenue. Karl Marx continues this theme of the revolutionizing impact of 
market economy in his famous discussion of the progressive mission of cap-
italism in The Communist Manifesto (Marx and Engels, [1848] 1955). And, 
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in the twentieth century, Joseph Schum peter developed his argument for 
capitalism as a system of change and development whose raison d' etre was 
the transformation of the methods of production, the means of consumption, 
and the forms of organization of economic institutions. 

These classic contributions to economics all treat economy as an organi-
zation that drives us in a particular direction, and economics as primarily 
the study of the logic of that organization and the ends likely to be achieved 
by it. This is the logic of the self-regulating market, the sphere of voluntary 
contractual relations between property owners including owners of labor and 
means of production. The institutional reality of the (market) economy be-
comes the subject matter of economics. 

Economics and political economy 

The three different meanings of economic bear on how we think about the 
relation of economics to politics. It is not simply a matter of how we relate 
economics to politics, but of what we mean by the terms. How they are 
related follows from how we define and use them. 

When we use "economic" in the sense of economic calculation, then politics 
becomes one place to apply such calculation. Economics is a way of acting, 
politics a place to act. In politics, we can exhibit economic behavior or not. 
If we do not, however, this poses a problem for those who identify economic 
with a form of calculation. For them, the intelligibility of our action depends 
on the connection between means and ends. The action becomes intelligible 
when we can show how it follows from a means-ends calculus. If action does 
not make sense in this way, it does not make sense. Thus, if it is not ultimately 
economic, it does not make sense. Those favoring this approach tend to 
assume that economic refers us to a basic perspective on human motivation 
and behavior so that it is necessary to assume economic calculation in both 
if we are to think coherently about politics or markets. 

One result of placing emphasis on economic calculation is that economics 
tends to dominate. The economic approach explains what we do and why 
we do it. Politics simply describes the context. If we wish to explain politics, 
we need to think in terms of economics. This dominance of economics ex-
presses an important and enduring theme of political economy as we suggest 
in the Introduction. Political economy has been less about the interrelation 
between economics and politics understood as separate endeavors, more about 
the subordination of the political to the economic. 

This dominance clearly has to do with the necessity, given the identification 
of the economic with a mode of calculating, that we start out with the interests 
of the individual agent when we attempt to explain both individual and group 
activity. Emphasis on calculation leads to emphasis on subjective preference, 
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individual motivation, and self-interest. The approach centering on calcu-
lation necessarily involves us in a method that starts from and refers back to 
individual states of mind and calculations. 

The use of economic in the sense of calculation works against the idea of 
the separation of the economic from the political. It tends to expand the 
terrain of application of economics well beyond its traditional boundaries 
either in market relations or in the material provisioning of wants. 

The idea of material provisioning does tend to limit the econ"omic and thus 
allow for a meaningful separation of economic activity from political. It does 
not, however, require such a separation. In some systems, material provi-
sioning takes place within a political system and in some it takes place through 
familial relations. Indeed, in its original meaning, the term economic referred 
to household management. The reference was not to an economy, but to one 
of the dimensions of family life. Economic relations were also familial rela-
tions. This statement makes sense within the provisioning definition of the 
economy. 

The generality of this approach allows it to consider economies separate 
from or integrated into the political system. At the same time, the approach 
exhibits some difficulty in conceiving of the economy as a system of social 
relations. Thinkers following the logic of the notion of provisioning tend to 
attempt to do so in technical-material language - for example, depicting 
economic activity in the framework of an input-output system. This makes 
the social world of the economy an external context within which economic 
activity takes place. The term economic tends, then, to refer us to nonsocial 
relations that follow nonsocial laws. 

The third approach, as we have already seen, emphasizes the separateness 
of the economy. It focuses our attention directly on the social relations that 
define economic affairs and not on pre- or extrasocial processes variously 
integrated into the economy or left separate. This approach gives up the 
generality of the first two in exchange for a deeper social rooting of the 
economy. Here, the economy is one social sphere, rather than material activity 
or private calculation situated in relation to the genuine social realities of life 
outside of economy. 

We can refer to this approach as a kind of benchmark precisely because 
it does emphasize the separateness of economy rather than its merger into 
the other social realms. It allows us to focus attention on the implications of 
(1) the modern penchant for diminishing the separateness of the spheres of 
social life, and (2) the associated tendency to make one or the other (often 
the economic, as we have seen) dominant. 
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The classical approach 

Political economy in the classical tradition 

In this chapter we explore the classical approach to political economy. The 
classical economists of the eighteenth and nineteenth centuries were the first 
to use the term "political economy. " 1 The period covered by classical political 
economy cannot be stated exactly. A restricted definition would extend from 
Adam Smith's Wealth of Nations in 1776 to JohnS. Mill's Principles of Political 
Economy in 1848. A more encompassing periodization would stretch from 
the work of the Physiocrats in the middle of the eighteenth century to the 
death in 1883 of Karl Marx, whom many saw as the last important classical 
political economist. Marx himself is credited with coining the term "classical 
political economy" (Dasgupta, 1985: 12), dating it from the time of William 
Petty. 

We will divide our consideration of classical political economy into two 
parts: the argument for market self-regulation and the theory of value and 
distribution. The first part concerns the nature of the market system and its 
relation to the state. The second concerns production and use of the economic 
surplus. The second part draws on more recent contributions within the 
classical tradition. Although using elements of the classical analytical frame-
work, these recent theories suggest an approach to political economy in some 
ways at variance with that of the classical economists themselves. 

The classical approach frames the central themes of political economy in 
a distinctive way. Most fundamentally, the classical economists played a major 
role in introducing and elaborating two core ideas: the separability of the 
economy and the primacy of the economic sphere. The first part of this 
chapter emphasizes this side of the classical theory, which has special im-
portance for the themes of this book. 

Modern theorists working in the classical tradition (see Walsh and Gram, 

1 For historical discussion of the term "classical economics" or "classical political economy" 
see Roll (1953:ch. 4) and Walsh and Gram (1980:chs. 2-4). 
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1980) tend not to frame issues of political economy in this way, however. In 
the second part of this chapter, we consider the implications of the theory 
of value and distribution for the central concerns of political economy as we 
define them in this book. 

The founders of political economy perceive a change in the relationship 
between political life and the nonpolitical activities loosely termed the sat-
isfaction of private wants. This perception leads to a redefinition and realign-
ment of terms used to talk about social order, terms such as political society 
and civil society; private and public; economy and state. This realignment 
involves a shift of emphasis toward the idea that society organizes itself and 
develops according to its own laws, processes, and imperatives. The vitally 
important social institutions do not develop according to plans articulated 
and instituted by political decisions, but according to underlying and unin-
tended imperatives of group life. If this is true, then history becomes less an 
account of political processes, conflicts, or deliberations, more an account of 
the unintended consequences of private activities. Adam Ferguson's Essay 
on the History of Civil Society, published in 1773, marks an important moment 
in this shift of perspective. Ferguson expresses our idea in the following 
words: 

If Cromwell said, [t]hat man never mounts higher, than when he knows not wither 
he is going; it may with more reason be affirmed of communities, that they admit of 
the greatest revolutions where no change is intended, and that the most refined 
politicians do not always know wither they are leading the state by their projects. (p. 
205) 

Political economy gave considerable impetus to the shift of focus away 
from politics in understanding the forces that account for the large historical 
movements that mold the social world. Adam Smith saw the rise of civilized 
society as the result of profit -seeking behavior rather than of any plan known 
to and instituted by a political process or public authority. The transition 
from the "savage state of man" to civilized society was, for Smith, the his-
torical work of capitalism. Yet, it was the unintended consequence of a 
multitude of actions taken for purely private purposes. 

Marx took this idea much further. He described the process by which 
epochal changes were brought about in methods of production, social rela-
tions, and ways of life, all as the unintended consequences of the pursuit of 
private gain. Marx's materialist conception of history expresses with special 
force the subordination of politics and of the decisions of a public authority 
to the immanent and inexorable forces set loose and operating within society. 

The emergence of political economy helped to mark the demotion of politics 
and the elevation of the nonpolitical part of civil life. Indeed, it contributes 
to the redefinition of civil life away from politics and in the modern direction 
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There has been a huge shift in the hegemony of macroeconomic thinking and
actual macroeconomic policy between the period after World War II until the late-
1970s and the period since the late-1970s until the present. The shift has been
commonly identified as a move by countries of the West from Keynesian-type
economic policies to free-market economic policies. It is important to realise that
this shift is ideological. The shift in ideology is fundamentally related to
contending views of the role of the state and state regulation. The ideology of
free market capitalism is the motive force behind the globalization that occurred
since the late-1970s. The laissez faire ideology of the later period is distinct from
the ideological views that shaped the capitalist systems of the welfare states and
social democracies of the US and Europe after the Great Depression and during
the post-WWII period. During the post-WII period, most national economies were
placed under the control of the state, even economies where markets played a
strong role. The economic systems after WWII were very influenced by views such
as those expressed by Karl Polanyi in The Great Transformation that social
structures of solidarity were necessary to offset the social tensions caused by the
negative effects of competitive market pressures, such as acquisitiveness and
inequality. The role of the state and extensive regulation was also central to the
widely accepted solutions advocated by Keynes to deal with the domestic and
international macroeconomic instability inherent in free market capitalism (see
for example Keynes, 1936).

I will refer to the period after WWII until the 1970s as the ‘Golden Age’1 and the
period since the late 1970s to the current period as the ‘neoliberal era’. The shift in
economic thinking and macroeconomic policy has had a huge impact on society
and individual actors. The change also led to a renewed process of economic
globalization of trade and financial markets. The changes to mainstream
economics and macroeconomic thinking developed within the Golden Age out of
a process of internationalization of businesses and financial markets. However,
once mainstream macroeconomic hegemony shifted from Keynesianism to
neoliberalism, a rapid process of goods and financial market liberalization ensued.
This liberalization drove a process of global integration of goods and financial
markets, which in turn reinvigorated the laissez faire ideology in mainstream
academic and economic policy thinking.

1. INTRODUCTION

1

1 I use the term “Golden Age” drawing on works such as The Golden Age of Capitalism (1992) edited by
Marglin and Schor as a short-hand label. I use this label conscious that it is much criticised because the
post-WWII period was not a Golden Age for all countries or even for all people within those countries
that had fast economic growth. The critique of the label is important to keep in mind while reading
this paper. Many countries and groups of people within countries suffered during this period of
relatively rapid profitability for US, European and Japanese firms and relatively high economic growth
in these countries. The reason I use the label is because it provides a sharp contrast with the label
“neoliberal era” – these contrasts are explained below. Other forms of classifying and differentiating
the 2 periods refer to the periods as Fordism and post-Fordism (French regulation school), Monopoly
Capitalism and late Capitalism, and even Modernism and post-Modernism. Readers may prefer to refer
to these labels or even not to provide different labels for these periods.



The end of the Bretton-Woods financial arrangements and the rise of Thatcherism
in the United Kingdom and Reaganism in the United States have become
important iconic events associated with the shift in economic policy thinking
from the Golden Age to the neoliberal era. Later, the decline and subsequent
disintegration of the USSR, the changes in political and economic changes in
Eastern Europe and the collapse of the Berlin Wall served to reinforce the free
market rhetoric of the free marketers. Within the field of economics renewed
interest and mainstream acceptance of the work of people like Friedrich August
von Hayek (see for example Hayek, 1994) and Milton Friedman (see for example
Friedman, 1982) led to widespread acceptance by policymakers that the role of
the state in the economy should be curtailed. The ideas of anti-state ideology
inherent in the economics of Friedman and Hayek replaced the ideology of
Polanyi and Keynes where the smooth functioning of capitalist nations required
the balm of state oversight and regulation to cure the potential excesses inherent
in free markets. Within the ideology of the free marketers these vices and excesses
were spun into virtues that promoted a form of economic freedom without which
democracy could not be sustained. Within a short space of time, mainstream
economic theory appropriated the ideas of neoclassical economics and created a
hybrid that supported laissez faire ideology and disapproved of state involvement
in the economy.

New-classical macroeconomic theory is an important source for the development
of the free-market perspective that influenced the development of the
Washington Consensus and neoliberal thought. New classical economic theory
developed out of neoclassical economic theory during the 1970s and 1980s.
Central to the new classical theoretical perspective is instantaneous market
adjustment and the ‘rational expectations’ hypothesis. Some seminal works in the
new classical tradition are Frydman and Phelps (1983), and Lucas (1973). The
ideological position of the new classical macroeconomists for unrestrained
functioning of businesses in an economy was rationalized using the theoretical
argument of rational expectations, which could be used as a theoretical ‘whip’ to
ensure that policymakers implement policies that are perceived to be ‘credible’ by
people who dominate especially the financial markets.

The notion that policies should be credible has become pervasive during the
neoliberal era. Credibility is judged by an elite few, usually the relatively few
people who operate in the financial markets and credit ratings agencies in the
financial centres of a few developed countries, such as the US, Germany, Japan
and Britain. Credible policies are the neoliberal policies set out in the Washington
Consensus: low fiscal deficits, low inflation, liberalization of international trade
and financial markets, a smaller role for the state in the economy through dere-
gulation and privatization. This notion of ‘credibility’ is antidemocratic in that
a few people operating in international financial markets are able to impose po-
licy criteria on the voting citizens of a country. This notion of credibility is anti-
intellectual in that certain neoliberal policy perspectives are imposed on countries
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through political and economic pressure rather than through rigorous research
and debate (Grabel, 2000).

Related to the notion of credibility is an interesting change within the business
movement from the Golden Age to the neoliberal era. During the Golden Age
industrialists and small businesses, supported by the unions, formed a powerful
voice in favour of closed economies and strong regulation of the financial sector.
Within the Golden Age as many industrial firms grew into multinational
corporations their allegiances eroded and they allied with the financial sector.
They joined the lobby for more openness and less state regulation of finances,
especially restrictions on the flow of capital. This shift in allegiance by indus-
trialists from the labour movement and small business to financial capital
was decisive in shifting economic thinking from Keynesian to neo-liberal. Within
the neoliberal era large industrial firms became more and more ‘financialised’, i.e.,
a larger proportion of their turnover and profits derived from financial activities
rather than their real sector traditional businesses (Krippner, 2002; Crotty, 2002;
and Dumenil and Levy, 2001). Another characteristic of financialization during the
neoliberal era is the huge role the financial sector plays in the global economy.
The deregulation of the financial sector has reshaped business and alliances
between different national interest groups.

An important consequence of the hegemony of the notion of policy credibility
around contractionary macroeconomic policies (higher interest rates and lower
government spending to keep their budget deficits low) and reducing the role of
the state in the economy has been lower growth in many countries. As a result,
there has been lower global growth related to widespread acceptance and
implementation by policymakers of developed and developing countries of
contractionary monetary and fiscal policies. According to Maddison (2001, p.26)
the annual rate of growth of real global GDP fell from 4.9% in 1950-73 (the Golden
Age) to 3% in 1973-1998. This is a decline in the rate of growth of 39%. When one
calculates the decline in growth rate considering GDP per capita, there was a 55%
drop in growth. Maddison shows that for the same periods there was a 43%
decline in growth in Latin America and a 38% decline in Africa. The only major
area where GDP growth rates increased was Asia. Crotty (2002, p.3) says that the
United Nations estimates that world GDP grew at an annual rate of 5.4% in the
1960s, 4.1% in the 1970s, 3% in the 1980s, and 2.3% in the 1990s.

An important development due to the changes in economic perspectives and
policy implementation from the Golden Age to the neoliberal era is government
and businesses approach to employment and labour relations. The goal of
Keynesian macroeconomics is for the state to reduce volatility and tackle
uncertainty inherent in capitalist economies in order to ensure sustained
investment and full employment. The use of aggregate demand management is
one key aspect of Keynesian macroeconomic policy where the state would
smooth cycles of booms and busts inherent in capitalist economies to secure full
employment. After WWII, Western states with varying degrees of enthusiasm
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supported trade unions and high road labour relations. Organised workers were
able to win important rights and benefits through collective bargaining. In return
they worked hard and kept productivity at high levels. Further, during this period
large corporations, which dominated in most developed country economies, took
a long-term perspective with regard to their investments and their labour rela-
tions because they enjoyed relatively stable profits and limited competition in
domestic and financial markets. During the Golden Age, workers of large
corporations had more job security, better wages and benefits, such as health
insurance.

During the neoliberal era the focus of macroeconomic policy is on price stability
and maintaining low fiscal deficits. Governments will impede economic
performance and sacrifice investment and jobs by pushing up interest rates to
reduce inflation. In order to calm the advocates of rational expectations theory
and to appear credible to people working in global financial markets
governments will entrench the independence of their countries’ central banks.
Some governments have gone so far as to implement inflation targets to establish
stronger ‘credibility’ credentials. During the neoliberal era there is growth in
importance of financial markets, which had been curtailed and highly regulated
during the Golden Age. Large corporations, significantly affected by the growing
influence of financial markets and higher levels of global competition due to
trade liberalization take a short-term perspective of investment and labour
relations. The move from “patient capital” to “impatient capital” as a result of
changes in international financial markets is an important change from the
Golden Age to neoliberal era. Increased pressure to raise profits by financial
markets and more competition in global goods markets lead large corporations to
treat labour poorly. Corporations constantly attempt to improve their profits by
cutting employment and reducing wage costs by reducing benefits of workers.
Firms have moved away from centralised bargaining to decentralised wage
setting. There has been increased casualisation of workers. Many firms are able to
reduce wages and benefits because they have a credible threat to move
elsewhere within a country or abroad where labour costs are cheaper and labour
markets less regulated. Indeed, an important phenomenon of the neoliberal era
has been geographic relocation of firms to take advantage of lower costs in
different countries that offer lower wages and less stringent regulation. At the
same time, firms have used this threat to reverse the gains that workers had won
during earlier periods and to create a political momentum for increasing labour
market flexibility. However, an important reasons for lower profits, investment
levels and economic growth are ignored in the push for labour market flexibility:
lower economic growth rates due to widespread acceptance of neoliberal
macroeconomic policies, increased product market competition in global and
domestic markets, and the increased influence of financial markets on corporate
behaviour that has spurred unprecedented levels of mergers and acquisitions,
which are usually accompanied by downsizing of employment in the newly
merged entities. The effect of lower wage levels has been lower levels of
aggregate demand at the national and international level. This lower aggregate
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demand rather than rigid labour markets provides a more convincing reason for
higher unemployment and lower economic growth.2

One of the most important and influential changes from the Golden Age to the
neoliberal era has been the liberalization of financial markets and international
financial flows. Based on the experience of the financial crashes in 1929, there was
broad agreement amongst economists and policymakers that finance should be
reigned in and tightly controlled if countries’ goals of economic growth and full
employment of capital and labour were to be achieved. It was also agreed that
global capital flows could be extremely disruptive for countries and, therefore,
countries maintained closed financial borders and limited the convertibility of
their currencies. In addition, the Bretton Woods agreement, including the
establishment of the International Monetary Fund, was based on the
understanding that international cooperation between countries was necessary
to maintain closed financial borders and to avoid the disruptive effects of
international capital flows. During the neoliberal era most states of developed
and developing countries have liberalized their financial sectors and opened their
economies to relatively uncontrolled capital flows. They have unleashed the
financial sector which has grown in size and influence at a global level. As a result,
financial crises have become common and it would not be an exaggeration to say
that they are a characteristic of the neoliberal era. The relative financial and
macroeconomic stability of the Golden Age has been replaced with huge
instability.

Another hugely significant consequence of financial liberalization and
financialization is the role finance plays in influencing firms and reshaping the
global business environment. Financialization was important in the shift from
‘patient capital’ to ‘impatient capital’. The increasing role of institutional investors
during the neoliberal era led to much quicker turnover of shares in equity markets.
At the same time, management of large corporations changed. Management
increasingly treated firms as if they were part of a portfolio of assets that could be
bought and sold. This change in corporate management style was evident in the
hostile takeover movement during the 1980s. During the 1990s there was
increasing influence of institutional shareholders and the shareholder value
movement. Both the hostile takeover movement and the shareholder value
movement had significant influence on the behaviour of management of large
corporations and also played important roles in reshaping firms and domestic and
global business structure. The shareholder value movement has been important
in driving the merger and acquisition frenzy since the 1990s that has increased
global concentration and pressured diversified conglomerates to unbundled and
restructure themselves with a focus on core business.
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Nolan (2003) argues that the huge amount of mergers and acquisitions during the
1990s has led to greater global economic concentration with a few giant global
firms dominating a large share of global markets. Nolan says that this ‘global
business revolution’ has been led by businesses of developed countries. He shows
that almost all the dominant global firms have head offices in their developed
host country. He comments that most of the globally dominant brands and most
research and development expenditure occur within the giants of the developed
countries. The location choices of multinational corporations and the unpre-
cedented levels of concentration in the global economy do not bode well
for workers and the labour movement. There are coordination problems for
workers across the globe whereas large MNCs have global strategies. The process
of globalizing production seems to turn workers of different countries against one
another. In addition, the governments of many countries, especially developing
countries but also developed countries are desperate to attract foreign direct
investment. As a result, governments will side with foreign investors even if their
allegiances do not favour their own citizens. An important aspect of the trend
towards relocation and the ability to use the threat of relocation by MNCs is
referred to as feminization of the labour force.

The gender aspects of macroeconomic policy and financialization during the
neoliberal era are important. They highlight the importance of considering
differences with countries, such as race and ethnicity and class. This paper will not
deal with ethnicity and class but will focus on gender. The important subject of
gender is hugely neglected in mainstream discussion of globalization, trade and
macroeconomics. Instead, there is a presumption within the mainstream that
women are better-off as a result of neoliberal globalization. This is an important
presumption to examine.

Neoliberal globalization has a contradictory effect on women’s positions in
households. On one hand, women’s bargaining power within households is
strengthened because they have more access to paid employment in markets. On
the other hand, neoliberal globalization often affects social spending by
government because it is usually accompanied by fiscal austerity. The wellbeing
of the entire household is reduced when governments reduce social spending.
Women are usually more negatively affected because they have to give more of
their time to household unpaid labour as a result of social spending cuts.
Therefore, women have to do both more paid labour and more unpaid labour. In
addition, women’s jobs are usually more precarious than men’s jobs and they are
the first to lose their jobs when there are problems in the economy. Women jobs
are more uncertain when there is neoliberal globalization because liberalization
of capital and trade markets increases economic instability, for example many
economies are more prone to financial crises.

Changes in the Global Economy from the Golden Age to the Neoliberal EraGLU

6



This introduction has provided a broad and general overview of the key
consequences of the economic changes that occurred from the Golden Age to
the neoliberal era. It has attempted to highlight the different impacts that
hegemony of neoliberal ideology and widespread adoption of neoliberal policies
have had on workers and the labour movement. The next part of this paper
provides a historical and institutional background to the policy changes that
occurred from the Golden Age to the neoliberal era. After that the historical and
institutional background to industrial development and business restructuring
from GA to neoliberal era is provided. The following section considers the very
real problems facing developing countries in their attempts at industrial and
economic development during the neoliberal era. After this the issue of the role
and benefits of foreign direct investment for developing countries is examined. In
the section that follows the very important issue of gender and neoliberal
globalization is considered. The final section is the conclusion.
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After the Great Depression, Keynes argued that openness did not benefit
countries but instead could disrupt national economies. He believed that it was
the task of government to counter economic instability and declines in aggregate
demand and to maintain full employment through macroeconomic management.
The free flow of capital across borders could be very disruptive to attempts to
maintain stability in national economies. Keynes and economists with similar
beliefs encouraged countries to be open only insofar that there were goods they
could not reasonably produce for themselves. Rather than pursue international
openness Keynes and others encouraged bilateral trade and capital arrangements
between national economies.

Block (1977) refers to the solution offered by Keynesians after the depression as
national capitalism. In this view, the primary responsibility of government is to
ensure full employment and high levels of domestic activity. The pursuit of
international cooperation could occur once national goals were accomplished.
However, international cooperation should not interfere with the attainment of
full employment and instead should support full employment goals possibly
through high levels of international trade. If necessary controls over trade and
capital flows should be used to ensure full employment.

Block argues that the struggle to prevent national capitalism was central to US
foreign policy (1977, p. 10). The Roosevelt administration was elected with the
support of small business owners, farmers, labour groups and sympathetic
business leaders. This election was due to a realignment in coalitions and power
caused by the financial crisis in 1931. During the term of President Roosevelt, the
US treasury was dominated by Harry Dexter White and other Keynesian
economists that supported national capitalism for the US and other economies.

There was an opposing view within the Roosevelt administration that was
strengthened at the end of WWII by businesses’ fears that policies to maintain full
employment would lead to a situation where the national economic planners
would totally dominate US policy making. These businesspeople argued that tax
reductions would stimulate the economy and support full employment to make
up for decline in demand after the war. Unlike the national capitalists who wanted
all countries to have a national capitalist strategy and limit US exports, these
businesspeople wanted to maintain a large export surplus with the rest of the
world after the war – at least until the US economy could be restructured so that
it could maintain full employment even when it had an import surplus. Those in
favour of maintaining an export surplus realized that the US would have to lend
to people in other countries. This meant that they wanted an open world

2. HISTORICAL AND INSTITUTIONAL
BACKGROUND TO POLICY CHANGES
FROM GA TO NEOLIBERAL ERA
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economy and opposed capital controls and trade barriers. Thus, after the war
there would be a realignment of interests and industrialists who wanted to export
would support bankers lobbying for open capital markets.

Helleiner (1994) shows that the policies of the US and Britain at the Bretton-
Woods negotiations were opposed to a liberal international financial order. At the
Bretton-Woods negotiations White and Keynes agreed on the control of capital
flows across borders because it could hamper national macroeconomic planning
measures of the new interventionist welfare states. Both were concerned about
capital flight motivated by short-term speculative gain. Keynes was also con-
cerned about more “normal” capital flows resulting from interest differentials
between countries that could lead to capital outflows. His concern was that coun-
tries with capital account deficits would not be able to use low interest rates as
part of their macroeconomic strategy. If markets were open there would be sig-
nificant flows of capital to countries with higher interest rates. Both Keynes and
White also agreed that the new welfare state had to be protected from capital
flight because wealthy people may want to avoid “burdens of social legislation”
or have “political reasons” to send there money abroad (quoted in Helleiner,
1994: 34).

Keynes and White did not oppose all forms of capital movement. They believed
that “disequilibrating” capital movements were to be opposed and that
“equilibrating” movements were to be supported (ibid: 36). In other words, they
argued that there should be flows of capital from countries with surpluses on
their current accounts to countries with current account deficits. Countries with
surpluses, not those with deficits, would have to adjust by inflating their
economies and increasing their imports while those with deficits would be free to
pursue their own policies. This meant that if the US maintained large surpluses
with the rest of the world they would have to adjust and there would be little
negative effect on the rest of the world. Keynes and White also opposed
speculative capital movements but supported movements of capital into
productive activities. They supported both these types of movements but said
that the overriding principle in their drafts was to give states the rights to control
capital movements.

The US Congress did not support a system where the US would have to adjust if
it ran a surplus. They would not support an agreement that limited US freedom of
action. New York bankers opposed much of the proposals by both White and
Keynes. As a result of the opposition from congress and some successful lobbying
by the New York Bankers, White was forced to amend some of his original
proposals and oppose many of Britain’s proposals. However, despite alterations
the final Bretton-Woods agreement supported restrictions on capital movements
and states were given the right to control all capital movements. The World Bank
would promote productive and equilibrating flows of capital. The IMF would
finance deficits. Helleiner correctly argues, “The restrictive provisions in the
Bretton Woods Agreement partly reflected the prominence of an embedded
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liberal framework of thought, which gave priority to the defence of the policy
autonomy of the new interventionist welfare state from international financial
pressures” (Helleiner, 1994: 49).

After Roosevelt’s death US financial policymaking was once again dominated by
bankers. The Truman administration attempted to implement policies that would
undermine the Bretton Woods arrangements because the new officials opposed
the Bretton Woods agreement and because they wanted to increase the pace of
trade liberalization. The key currency plan was to cut off aid and then offer Britain
a loan to deal with impending financial crisis provided they restore convertibility
between the dollar and the pound. They hoped that this convertibility of
currencies would revive international trade and bring back old forms of private
international financing that had existed in London and New York.

The new US officials also attempted to restore orthodox economic policies in the
rest of Europe. The plan to reinstate convertibility and more orthodox economic
policies failed because of the financial crisis of 1947. Within six weeks of restoring
convertibility the British had to resort back to tight exchange controls because of
the huge amount of currency speculation against the pound. There was a massive
flow of capital from Europe to the US. US bankers refused to cooperate with
European governments to stem the capital flight. Helleiner argues that the US
bankers profited from the capital flight and therefore refused to limit it. This
uncooperative stance of the New York bankers was a short-sighted move because
the instability caused to European economies undermined their goal of building
a more open financial order because it undermined confidence in the international
financial system.

The US did not oppose the use of capital controls in Western Europe and Japan
because of the need to maintain the support of these countries during the cold
war after 1947. Many US policymakers, influenced by Keynesian thought, believed
that these countries would grow better with restrictions on capital flows. The
communist threat was very real for the US after WWII. The Soviet Union exploded
an atomic device and there was a communist revolution in China. Many Western
European countries had elected left wing governments. For example, in Britain
the election of the Labour Party was indicative of the strong support the left had
gained during the war. Many politicians in the US feared that the national
capitalism built after the war in Western Europe could easily be transformed into
socialism. They also realized that many of the governments in Europe were
interested in building ties with the Soviet Union and Eastern European countries.
The US feared that economic links built by Western European governments with
Eastern Europe would cause them to weaken their ties with the US. Therefore,
open markets and increased economic relations with the US was an important
part of the US’s strategy to reverse the move towards national capitalism and
possible evolution of socialism in Western Europe. The US government embarked
on a multi-pronged strategy to ensure the success of their foreign policy in
Europe. They used aid, especially the Marshall Plan as a way to build loyalty for

Changes in the Global Economy from the Golden Age to the Neoliberal EraGLU

10



and increased dependence of the economies of Western Europe on the US. An
important part of the US strategy was to divide and isolate the left in Western
Europe. Block says, “CIA operatives, American labour representatives, and Cold
War rhetoric were used to persuade non-communist trade unions to cooperate
with economic policies that were disastrous for the working class” (ibid: 92).

The US state department realized that the Marshall Plan would not be enough to
maintain sustained economic links with Western Europe and started developing
a new plan. They proposed a rearmament policy in the US and to aid rearmament
in Western Europe. Supporting the rearmament of Western European countries,
including West Germany, would help intensify the polarization of Europe. The
substantial increase in defence spending would also serve to stimulate the US and
European economies and bolster them against economic downturns. Block
argues that this military Keynesianism amounted to an acceptance of Keynesian
theory but without national economic planning and the threat of Western
European countries moving even further left. The rearmament programme also
meant that there would be a continued flow of US dollar denominated aid to
Western Europe. This meant that Western European countries could continue
importing US products and would not cut themselves off from the US economy.

Helleiner argues that the US abandoned its support for the Bretton Woods
arrangements because of changes to its economic position after the late-1950s.
Starting in the 1960s the US started experiencing growing current account and
budget deficits. The rise of the German and Japanese economies after the war
posed a serious problem for US industry. While its global position in international
trade declined it maintained a dominant role in financial markets. Helleiner
attributes this dominance to the size of the US economy, the strength of US
finance markets and the predominance of US financial institutions and the dollar
in world markets. The strength of the US in global financial markets meant that
the US supported globalization of financial markets and repeatedly refused to
participate in cooperative ventures that were essential to stymie the movement of
capital across borders. Therefore, the aim of maintaining high exports with
Europe after WWII became less important than the later goal of integrating
international financial markets.

Britain played an important role in undermining exchange controls in other
countries by allowing the development of the Eurodollar market in the 1960s. The
development of the Eurodollar market would be an important component in the
evolution of the post-war financial system toward the dismantling of embedded
liberalism towards a system of global neoliberalism. The reason for allowing the
development of the Eurodollar market is related to Britain’s financial authorities
and financiers desires to revive the City of London as an important financial centre.
London had been a centre for the closed sterling bloc but with this bloc in decline
it faced losing its role in international finance. The plan to revive its international
financial role involved breaking with the national capitalist norm of heavily
regulated financial markets. Britain acted unethically by opening an offshore
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market for dollar transactions. Britain was undermining the financial regulations
and controls developed in other countries to maintain economic stability so that
they could maintain their role as an international financier. These were the same
regulations Britain had used to maintain stability after the depression and to
rebuild its economy after the war.

It was inherently difficult to maintain the Bretton Woods system because it
depended on cooperation between countries. It would be impossible for one
country to maintain capital controls when another was willing to accept funds
from illegal capital flight from another country. The dollar was seen as a safe
currency and the US was the dominant financial market after WWII. The fact that
the US refused to cooperate with countries to curb capital flight meant that it was
impossible to maintain the system.

The proponents of national capitalism in the Treasury and other officials drawn
from the anti-internationalist camp during Roosevelt’s term had lost their power
were replaced by people with ties to finance after he died. The real threat of
communism and the use of cold war anti-communist scare tactics served to
defeat the anti-internationalists. The US played an active role in undermining
national capitalism in Europe and pushed for integrated and open markets as well
as military alliances to maintain its export surplus and its sphere of influence.

Many Western European countries found it increasingly difficult to maintain
closed financial markets as the Eurodollar market grew and the international
environment opened more and more in the 1970s and 1980s. There were strong
financial and large corporate interests internal to these countries that had been
pushing for open financial markets since the war and the new environment
strengthened their cause.

In addition, the intellectual environment was changing. Economic events – the
economic slowdown in the 1970s and the oil and debt crises during the 1980s –
lead to the predominance of neoliberal ideas over Keynesianism. The ideas of free
market economists like Friedman and Hayek were spreading and this supported
neoliberalism. These ideas influenced government officials, especially those
working in finance departments, who were frustrated by the difficulties related to
regulating closed financial markets in an increasingly open environment.

Neoliberalism was also embraced by industry that had previously been opposed
to liberalization and the changes to the nature of corporations in the US and other
countries were immense. Corporations in Western Europe, the US, Japan and a
number of developing countries had grown in size and become increasingly
multinational in character. This significant industrial group allied themselves with
domestic finance in lobbying for more open international markets.
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Opening of trade and rising international competition altered labour relations.
The alliance between the labour movement and industry for protectionist policies
that existed after WWII slowly disintegrated. The high road labour relations,
increasing real wages and steady productivity gains that characterized the
“Golden Age” of modern capitalism (post-WII to the 1970s) changed with the
assent of neoliberalism (Marglin and Schor, 1992).

The style of management and the nature of investment changed dramatically.
Crotty (2002) says that the trend towards diversified conglomeration in the 1960s
and early 1970s, followed by the hostile takeover movement in the 1980s led to a
move away from viewing firms in terms of long-term growth units towards a
“portfolio” view of firms as liquid assets to be bought or sold in capital markets.
This short-term perspective of firms was entrenched even further with the rise to
dominance of institutional investors. Crotty says that on average US stocks are
held for just one year now, “indicating that stock prices have lost any significant
connection to long-term fundamentals”. In addition, the dispersion of
shareholding and the resulting weakening of shareholders have led professional
executives firmly in control of major corporations. All these forces combined with
the “shareholder value” movement of the late 1980s and 1990s pressured top
management of industrial firms to focus on achieving ever higher stock prices
rather than long-term growth.

The turn towards neoliberalism has led to far reaching changes in finance and
industry from what existed during the Golden Age. Today, is hard to imagine a
world where national capitalism predominates and full employment is the major
goal of macroeconomic management.
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Crotty (2002) provides deep insights into the different forces that shaped rapid
economic development during the Golden Age and constrained development
during the neoliberal era. Drawing on the work of Joseph Schumpeter and Alfred
Chandler, Crotty argues that in the US and most other developed countries it was
large non-financial corporations (NFCs), operating in oligopolistic markets, that
were responsible for most of the capital investment, technological change and
productivity growth during the Golden Age. Crotty describes markets structure
and organization during the Golden Age:

During the Golden Age, important Northern industries were characterized by
what Schumpeter called “corespective competition,” inter-firm relations
based on partial cooperation rather than all-out war. Under corespective
competition, firms could be reasonably sure that rivals would not take
actions intended to undercut industry demand growth or erode industry
profitability. Of particular importance, firms avoided predatory pricing and
capital investment wars that destroy profits and create large-scale industry
excess capacity. By placing upper limits on capacity and lower limits on price,
firms generated secure oligopoly rents, which were used in part to fund the
high road labor relations that were the hallmark of the dominant firms of the
era (p.6).

High road labour relations were very important for the fast economic growth
during the Golden Age. This more cooperative relationship between employers
and employees helped firms achieve high levels of productivity growth and
secured growing real wages for workers. The conditions that existed under
corespective competition and high road labour relations meant that the rapid
growing aggregate supply due to rapid productivity growth occurred in an
environment where wage growth and sustained investment helped aggregate
demand to grow rapidly. These conditions assured the large NFCs of stability and
secure profits, which in turn allowed them to be involved in long-term planning,
spend generously on R&D, invest at a rapid pace and offer a large proportion of
workers lifetime employment (ibid.). Crotty says, “There are numerous economic
and political conditions required to ensure that core oligopolies act in a manner
that helps create and reproduce a healthy economy. These necessary, complementary
conditions include a strong regulatory apparatus, sustained high employment, a
labour-friendly government, appropriate tax policies, and strong unions in core
industries (ibid.).”

3. HISTORICAL AND INSTITUTIONAL 
BACKGROUND TO INDUSTRIAL DEVELOPMENT
AND BUSINESS RESTRUCTURING FROM GA
TO NEOLIBERAL ERA
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Crotty argues that these confluent conditions that allowed corespective
competition amongst oligopolistic NFCs, including Keynesian macroeconomic
policies and trade protection, were removed during the neoliberal era and were
replaced by “coercive competition”. Coercive competition is a hallmark of the
neoliberal era. Crotty says that coercive competition is “based on cut-throat
pricing, the destruction of secure oligopoly rents, over-investment relative to
demand -- creating chronic excess capacity, and fast-paced technical innovation
that often renders recently constructed capital goods prematurely obsolete – and
the debt that financed them unpayable (p.7). The pressure on large NFCs and
their profits under coercive competition forces them to abandon their long-term
planning horizon and high road labour relations, which included actions such as
downsizing and cutting wages.

The reason for chronic excess capacity during the neo-liberal era is in part due to
reduced aggregate supply and in part due to the nature of large NFCs. There are
key industrial sectors, such as automobiles, airplanes, steel and semiconductors,
which dominate and drive international trade, productivity growth, technological
change and international investment. They are capital intensive, with huge
economies of scale and scope. Building capacity in these sectors requires huge
investment with capital sunk into projects for long periods. Once the huge
investments to build these core industries have been made it is very hard and
expensive to withdraw from these businesses because firms in core industries
have industry-specialized machinery, labour, and management. The plant and
equipment cannot be sold without usually incurring huge losses on initial capital
laid out.

These core sectors are vital for deepening industrialization. During the Twentieth
century, developing countries that wanted to move up the technology ladder
invested in these core sectors. In order to develop these sectors a large number of
developed countries had to forcefully enter global trade markets because many
developing country domestic markets were not large enough to absorb the
supply coming out of these industries with the significant economies of scale and
scope. As a result there was growing competition on the already existing core
industries of developed economies that enjoyed oligopolistic market structures
during the Golden Age. However, the product market competition was more
intense during the neoliberal era because aggregate demand was lower.
Therefore, excess capacity grew rapidly because existing developed country core
industry firms could not easily exit without incurring very high exit costs. The new
confluence of factors was that economic policies, such as trade liberalization
caused more competition and macroeconomic policies constrained aggregate
demand and at a time when there were huge increases in supply capacity in
industries with huge exit costs. The outcome of these factors led to a situation
where firms continued to make substantial investments in order to remain in the
industry and to avoid huge exit penalties even as excess capacity rapidly grew.
This situation continues today, large core NFCs try to remain afloat even as profits
decline and possibly turn negative. The competing global firms hope that one of
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their competitors will be forced to exit. The rewards to the survivors who get to
restructure the industry and possibly establish new oligopoly relations are usually
large. However, in order to increase their chances of survival these firms have to
complement new investments with strategies such as cutting employment, new
investments in locations where wage costs are lower, and they must make new
investments to get in on the ground floor within countries where they expect
rapid economic growth. Crotty refers to these new investments as “coerced
investments”.

Another crucial difference for industry between the Golden Age and the
neoliberal era was a shift from ‘patient capital’ to impatient capital’. Further, the
liberalization that unleashed finance and led to global financialization shifted the
power balance between finance and industry. At the same time large, NFCs
became financialized, i.e., an increasing share of their activities and profits were in
due to involvement in financial markets. As a result, the influence of shareholders
on management grew. During the Golden Age when large NFCs in the US and
other developed countries had stable profitability they funded expansion out of
their earnings and did not use debt much for growth. Crotty says, “The stock
market was never an important source of corporate finance in the US; it was
always a market where entrepreneurs could cash out, trading control of illiquid
equipment and structures for money, and households could store value over long
periods (p.16).” However, during the neoliberal era firms were more dependent
on raising debt in equity markets.

From the 1960s, the importance of institutional investors grew. The pressure on
fund managers to earn above average returns to control and manage funds grew
over the past few decades and led to significant and faster churning of equities
and bonds in the pursuit short-term returns. The growing importance of
institutional investors led to a much shorter-term perspective in financial markets.
During the neoliberal era, a ‘financial view’ of NFCs took hold where these
corporations were seen as consisting of a portfolio of subunits to be continuously
adjusted in attempts to increase the stock price of the firm. During the Golden
Age managerial pay was linked to the long-term success of the firm. During the
neoliberal era managerial pay is linked to short-term stock movements of the firm
(Crotty, 2002, 2003, Froud et al, 2003, 2006 and Lazonick and O’ Sullivan, 1996,
2000 ). The majority of CEOs of the largest NFCs now receive the bulk of their
income in the form of stock options.

Crotty says that there is increasing pressure on NFCs by financial markets to
increase their returns during an era where the is lower aggregate demand and
destructive product market competition that puts downward pressure on
profitability. Crotty calls these contradictory pressured on NFCs today the
“neoliberal paradox” and argues that there is a link between recent massive
corporate accounting fraud, e. g., Enron and WorldCom, and the neoliberal
paradox.
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Froud et al (2002) also discuss the pressures on NFCs to achieve high, unrealistic
returns by financial markets. They say that this pressure to keep achieving high
returns drives corporations to continuous restructuring and explains the rise in
mergers and acquisitions. When considered together with Nolan’s assessment of
the unprecedented levels of mergers and acquisitions since the 1990s one gains
new insights into the global corporate restructuring drive by global
financialization. One realizes that much of the influence of the shareholder value
movement has been to push management to find short-term solutions to
increase earnings in line with demands from financiers. The role of market
sentiment and stock market indices plays a huge motivating role in corporate
behaviour today. Much of the recent trends towards concentration and
domination of global markets may be due to fancy footwork by managers who
want to secure increased incomes. Froud et al (2006) argue that some firms
acquire other firms in order to boost earnings in the short-term to meet
shareholder expectations. In an in-depth case study they show that a global giant
like General Electric, which has been lauded by analysts and business journalists
as a huge success, has been a serial acquirer and has continuously acquired firms
and sold others to buy in growth in earnings. Unsurprisingly, GE Finance
Corporation is a huge part of GE’s story in this era of global financialization.

The increased importance of finance has led to a situation where “…neoliberal
globalization is also destroying conditions in both product and financial markets
that are necessary for the successful long-term performance of large nonfinancial
firms. It will not be possible for NFCs to lead either advanced or developing
nations to stable, egalitarian, long-term prosperity unless the neoliberal project is
rejected (Crotty, p. 37).”
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The historical and institutional sections above should provide background to
locate the challenges facing developing countries in the attempts to industrialize
and develop their economies. Ideology around the role of the state in
development has changed. Neoliberal hegemony means that a large proportion
of policymakers and government officials are hugely affected by the laissez faire
change in thinking about economic development and good economic policies.
More and more developing countries play the credibility game in pursuit of
foreign investment and to keep people working in global financial institutions
happy. The influence and direct involvement of the state in coordinating
competing interest groups and directly closing economic gaps has decreased
significantly during the neoliberal era. Furthermore, the economically powerful
countries of the north and institutions like the IMF and World Bank exert huge
influence on countries to implement neoliberal policy reforms.3 At the same time,
changes to the global economy lead to a situation where investment in core
sectors for economic development has become much harder due to coercive
competition. The huge and largely negative influence of the financial sector on
large corporations and the real sector as a whole makes a long-term approach to
investment hard. The financial market volatility and disruptions due to contagion
and crisis further promote a ‘liquidity preference’ amongst wealth holders in
developing countries and also encourage capital flight towards developed
country assets, which are perceived to be more stable and less likely to suffer
huge losses in value. As a result of these policy shifts, developing countries have
become much more dependent on foreign direct investment and subcontracting
from developed countries to build industrial capacity. However, FDI is not always
the benign force that it is made out to be by developing country leaders who are
desperate for economic interventions to promote economic development in their
countries (see section on FDI below).

In his excellent book Kicking Away the Ladder, an economic history of the
development of countries that are now the developed countries, such as the US,
Germany, and Switzerland, Chang (2002) shows that all currently developed
countries used some sort of protection of their domestic markets to support
industrialization. He shows that countries that dominated global markets were in
favour of free trade while countries that wanted to build their industrial bases
understood that their emerging industries needed protection before they could
compete with established foreign competitors. This idea is reminiscent of Keynes
argument that open trade borders could be disruptive for a country. Keynes

4. DEVELOPMENT CHALLENGES DURING
THE NEOLIBERAL ERA
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further argued that countries should be protected against destabilising capital
flows that could disrupt their economic growth. Developing countries were more
likely use infant industry protection and other industry strategies during the
Golden Age. Many of the newly industrialized countries of Asia used trade
protection and strict regulation of financial markets and international financial
flows to aid their economic development. Latin American countries started a
process of import substitution, however, this development strategy was halted by
the debt crisis and the types of policies imposed on countries after the crisis.

The strategies used by developing countries were not only related to trade
protection and destabilising capital flows. Amsden (1989) explains the difficulties
facing a developing country attempting to industrialize. She says:

Countries with low productivity require low interest rates to stimulate
investment, and high interest rates to induce people to save. They need
undervalued exchange rates to boost exports and overvalued exchange rates
to minimize the costs of foreign debt repayments and of imports – not just
imports of raw materials, which rich and poor countries alike require, but
also of intermediates and capital goods, which poor countries alone are
unable to produce. They must protect their new industries from competition,
but they require free trade to meet their import needs. They crave stability to
grow, to keep their capital at home and to direct their investment toward
long-term ventures. Yet the prerequisite of stability is growth (p.13).

The role of the developmental state would be to manage and coordinate the
different and conflicting needs in the economy. The state would have to manage
conflict between major economic actors and ensure that there was adequate
investment or incentives to invest in infrastructure, core economic sectors,
education and other key areas to promote long-term economic development.
Amsden’s account of the industrial development of South Korea shows that a
developmental state can successfully navigate and manage the contradictory
requirements required for rapid productivity growth and economic development.
However, the changes in the neoliberal era, especially after the 1980s Interna-
tional Debt Crisis, seem to have reduced the possibilities that states would
play this type of developmental role. However, there remain examples where
governments have been able to implement progressive developmental policies
and resisted pressure from developed countries to implement neoliberal reforms.
However, it seems that this type of action is easier if one is a large and fairly strong
country such as India or China.

An important lesson of the neoliberal era is that Keynesian macroeconomic
policies to manage aggregate demand are not enough to promote development.
This point is fairly easy to understand when one reads the quote from Amsden
(above) about the many contradictory requirements on governments that want to
promote productivity growth. From the quote above, it is clear that government
has to play a role in influencing the direction of wealth and savings in an economy
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towards developmental goals, Often, it is required that the state plays an active
role in allocating resources toward development goals.

The role of finance in developing countries after independence from colonial
dominance has been extremely important in shaping how these economies have
developed. The development states in many East Asian countries played an active
role in the financial sector. For example, strong government involvement in
directing bank credit was an important factor in the successful strategy for rapid
growth for the Asian “tigers” (Chang 1993). The states in these countries
restructured their financial institutions and changed the governance of these
institutions in order for them to play a developmental role. The ability to direct
the control of financial institutions away from the narrow interests of domestic
capitalists (usually involved in primary minerals or agricultural industries or low
level beneficiation of these goods) with strong links to former colonial powers
towards national development goals is a key insight for understanding the role of
developing countries within the global financial system. For example, the
financial systems in most African countries did not change much after
independence. The financial systems in most African countries continue to service
a small section of the domestic population and foreign investors and to maintain
strong and sometimes subservient relations with the financial sectors of former
colonial powers and other developed countries.

The types of governance of financial systems were different in the countries of
East Asia and other countries where the state played a “developmental role”.
However, with the emergence of neoliberal thinking since the 1970s
developmental states have faced ongoing pressure from advanced industrial
countries, the multilateral financial institutions and domestic interests to
liberalize.4 The success of many developmental states led to domestic industries
growing and becoming more integrated into financial markets and domestic
pressure from powerful industrial capitalists to liberalize financial markets. In
some countries, for example South Korea, the state’s role in allocation of capital
was seen as a hindrance by some chaebol who wanted to improve their position
in global markets.

The increasing global mobility of financial capital is an important consequence
of neoliberal policy. Blecker (1999) says that, “Since the 1970s virtually all
industrialized countries and a large number of developing countries and exso-
cialist economies have opened up their capital markets to largely unregulated
international transactions” (p.1). He correctly argues that the result of libe-
ralization was a series of severe financial crises in the 1990s. He says that
speculative “ hot money” has fuelled currency crises, stock market collapses and
financial panics and contagion. Blecker also shows that international capital flows
have become more influential in their impact on balance of payments and
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and forced many European countries that experimented with national capitalism after WWII to open
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exchange rates than international trade in goods and services. He argues that
huge currency trading often leads to global financial pressures that cause
“perverse changes in exchange rates that destabilize the global trading system
and undermine domestic economic production.”5
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An Introduction to Varieties of Capitalism

Peter A. Hall and David Soskice

1.1 Introduction

Political economists have always been interested in the differences in
economic and political institutions that occur across countries. Some
regard these differences as deviations from Tjest practice' that will
dissolve as nations catch up to a technological or organizational leader.
Others see them as the distillation of more durable historical choices for
a specific kind of society, since economic institutions condition levels of
social protection, the distribution of income, and the availability of collec-
tive goods—features of the social solidarity of a nation. In each case,
comparative political economy revolves around the conceptual frame-
works used to understand institutional variation across nations.

On such frameworks depend the answers to a range of important
questions. Some are policy-related. What kind of economic policies will
improve the performance of the economy? What will governments do in
the face of economic challenges? What defines a state's capacities to meet
such challenges? Other questions are firm-related. Do companies located
in different nations display systematic differences in their structure and
strategies? If so, what inspires such differences? How can national differ-
ences in the pace or character of innovation be explained? Some are
issues about economic performance. Do some sets of institutions provide
lower rates of inflation and unemployment or higher rates of growth
than others? What are the trade-offs in terms of economic performance
to developing one type of political economy rather than another? Finally,
second-order questions about institutional change and stability are of
special significance today. Can we expect technological progress and the
competitive pressures of globalization to inspire institutional conver-
gence? What factors condition the adjustment paths a political economy
takes in the face of such challenges?

The object of this book is to elaborate a new framework for under-
standing the institutional similarities and differences among the devel-
oped economies, one that offers a new and intriguing set of answers to
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such questions.1 We outline the basic approach in this Introduction.
Subsequent chapters extend and apply it to a wide range of issues. In
many respects, this approach is still a work-in-progress. We see it as a set
of contentions that open up new research agendas rather than settled wis-
dom to be accepted uncritically, but, as the contributions to this volume
indicate, it provides new perspectives on an unusually broad set of
topics, ranging from issues in innovation, vocational training, and cor-
porate strategy to those associated with legal systems, the development
of social policy, and the stance nations take in international negotiations.

As any work on this topic must be, ours is deeply indebted to prior
scholarship in the field. The 'varieties of capitalism' approach developed
here can be seen as an effort to go beyond three perspectives on institu-
tional variation that have dominated the study of comparative capitalism
in the preceding thirty years.2 In important respects, like ours, each of
these perspectives was a response to the economic problems of its time.

The first of these perspectives offers a modernization approach to compar-
ative capitalism nicely elucidated in Shonfield's magisterial treatise of
1965. Devised in the post-war decades, this approach saw the principal
challenge confronting the developed economies as one of modernizing
industries still dominated by pre-war practices in order to secure high
rates of national growth. Analysts tried to identify a set of actors with
the strategic capacity to devise plans for industry and to impress them
on specific sectors. Occasionally, this capacity was said to reside in the
banks but more often in public officials. Accordingly, those taking this
approach focused on the institutional structures that gave states lever-
age over the private sector, such as planning systems and public influ-
ence over the flows of funds in the financial system (Cohen 1977; Estrin
and Holmes 1983; Zysman 1983; Cox 1986). Countries were often cate-
gorized, according to the structure of their state, into those with 'strong'
and 'weak' states (Katzenstein 1978b; Sacks 1980; Nordlinger 1981; Skoc-
pol and Amenta 1985). France and Japan emerged from this perspective
as models of economic success, while Britain was generally seen as a
laggard (Shonfield 1965; Johnson 1982).

1 We concentrate here on economies at relatively high levels of development because we
know them best and think the framework applies well to many problems there. However,
the basic approach should also have relevance for understanding developing economies as
well (cf. Bates 1997).

2 Of necessity, this summary is brief and slightly stylized. As a result, it does not do full
justice to the variety of analyses found within these literatures and neglects some discus-
sions that fall outside them. Note that some of our own prior work can be said to fall within
them. For more extensive reviews, see Hall (1999, 2001).
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During the 1970s, when inflation became the preeminent problem
facing the developed economies, a number of analysts developed a
second approach to comparative capitalism based on the concept of neo-
corpomtism (Schmitter and Lehmbruch 1979; Berger 1981; Goldthorpe
1984; Alvarez et al. 1991). Although defined in various ways, neo-
corporatism was generally associated with the capacity of a state to nego-
tiate durable bargains with employers and the trade union movement
regarding wages, working conditions, and social or economic policy.3

Accordingly, a nation's capacity for neo-corporatism was generally said
to depend on the centralization or concentration of the trade union move-
ment, following an Olsonian logic of collective action which specifies that
more encompassing unions can better internalize the economic effects of
their wage settlements (Olson 1965; Cameron 1984; Calmfors and Driffill
1988; Golden 1993). Those who saw neo-corporatist bargains as a 'polit-
ical exchange' emphasized the ability of states to offer inducements as
well as the capacity of unions to discipline their members (Pizzorno 1978;
Regini 1984; Scharpf 1987, 1991; cf. Przeworski and Wallerstein 1982).
Those working from this perspective categorized countries largely by
reference to the organization of their trade union movement; and the
success stories of this literature were the small, open economies of
northern Europe.

During the 1980s and 1990s, a new approach to comparative capitalism
that we will term a social systems of production approach gained currency.
Under this rubric, we group analyses of sectoral governance, national
innovation systems, and flexible production regimes that are diverse
in some respects but united by several key analytic features. Respond-
ing to the reorganization of production in response to technological
change, these works devote more attention to the behavior of firms.
Influenced by the French regulation school, they emphasize the move-
ment of firms away from mass production toward new production
regimes that depend on collective institutions at the regional, sectoral, or
national level (Piore and Sabel 1984; Dore 1986; Streeck and Schmitter
1986; Dosi et al. 1988; Boyer 1990; Lazonick 1991; Campbell et al. 1991;
Nelson 1993; Hollingsworth et al. 1994; Herrigel 1996; Hollingsworth and
Boyer 1997; Edquist 1997; Whitley 1999). These works bring a wider
range of institutions into the analysis and adopt a more sociological
approach to their operation, stressing the ways in which institutions

3 An alternative approach to neo-corporatism, closer to our own, which puts less
emphasis on the trade union movement and more on the organization of business was also
developed by Katzenstein (1985s, 19856) among others (Offe 1981).
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generate trust or enhance learning within economic communities. As a
result, some of these works resist national categories in favor of an
emphasis on regional success of the sort found in Baden-Wurttemberg
and the Third Italy.

Each of these bodies of work explains important aspects of the eco-
nomic world. However, we seek to go beyond them in several respects.
Although those who wrote within it characterized national differences in
the early post-war era well, for instance, some versions of the modern-
ization approach tend to overstate what governments can accomplish,
especially in contexts of economic openness where adjustment is firm-
led. We will argue that features of states once seen as attributes of
strength actually make the implementation of many economic policies
more difficult; and we seek a basis for comparison more deeply rooted
in the organization of the private sector.

Neo-corporatist analysis directs our attention to the organization of
society, but its emphasis on the trade union movement underplays the
role that firms and employer organizations play in the coordination of
the economy (cf. Soskice 1990s; Swenson 1991). We want to bring
firms back into the center of the analysis of comparative capitalism
and, without neglecting trade unions, highlight the role that business
associations and other types of relationships among firms play in the
political economy.

The literature on social systems of production accords firms a central
role and links the organization of production to the support provided by
external institutions at many levels of the political economy. However,
without denying that regional or sectoral institutions matter to firm
behavior, we focus on variation among national political economies. Our
premiss is that many of the most important institutional structures—
notably systems of labor market regulation, of education and training,
and of corporate governance — depend on the presence of regulatory
regimes that are the preserve of the nation-state. Accordingly, we look for
national-level differences and terms in which to characterize them that are
more general or parsimonious than this literature has generated.4

Where we break most fundamentally from these approaches, however,
is in our conception of how behavior is affected by the institutions of the
political economy. Three frameworks for understanding this relationship

4 One of the pioneering works that some will want to compare is Albert (1993), who
develops a contrast between the models of the Rhine and America that parallels ours
in some respects. Other valuable efforts to identify varieties of capitalism that have influ-
enced us include Hollingsworth and Boyer (1997), Crouch and Streeck (19976), and Whitley
(1999).



Introduction 5

dominate the analysis of comparative capitalism. One sees institutions as
socializing agencies that instill a particular set of norms or attitudes in those
who operate within them. French civil servants, for instance, are said to
acquire a particular concern for the public interest by virtue of their
training or the ethos of their agencies. A second suggests that the effects
of an institution follow from the power it confers on particular actors
through the formal sanctions that hierarchy supplies or the resources an
institution provides for mobilization. Industrial policy-makers and trade
union leaders are often said to have such forms of power. A third frame-
work construes the institutions of the political economy as a matrix of
sanctions and incentives to which the relevant actors respond such that
behavior can be predicted more or less automatically from the presence
of specific institutions, as, for instance, when individuals refuse to pro-
vide public goods in the absence of selective incentives. This kind of logic
is often cited to explain the willingness of encompassing trade unions to
moderate wages in order to reduce inflation.

Each of these formulations captures important ways in which the
institutions of the political economy affect economic behavior and we
make use of them. However, we think these approaches tend to miss or
model too incompletely the strategic interactions central to the behavior of
economic actors. The importance of strategic interaction is increasingly
appreciated by economists but still neglected in studies of comparative
capitalism.5 If interaction of this sort is central to economic and political
outcomes, the most important institutions distinguishing one polit-
ical economy from another will be those conditioning such interaction,
and it is these that we seek to capture in this analysis. For this purpose,
we construe the key relationships in the political economy in game-
theoretic terms and focus on the kinds of institutions that alter the out-
comes of strategic interaction. This approach generates an analysis that
focuses on some of the same institutions others have identified as impor-
tant but construes the impact of those institutions differently as well as
one that highlights other institutions not yet given enough attention in
studies of comparative capitalism.

By locating the firm at the center of the analysis, we hope to build
bridges between business studies and comparative political economy,
two disciplines that are all too often disconnected. By integrating game-
theoretical perspectives on the firm of the sort that are now central to
microeconomics into an analysis of the macroeconomy, we attempt to
connect the new microeconomics to important issues in macroeconomics.

5 There are a few notable exceptions that influence our analysis, including the work of
Scharpf (1987, 1997a) and Przeworski and Wallerstein (1982).
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Ours is a framework that should be of interest to economists, scholars of
business, and political scientists alike. We turn now to an elucidation of
its basic elements.

1.2 The Basic Elements of the Approach

This varieties of capitalism approach to the political economy is actor-
centered, which is to say we see the political economy as a terrain popu-
lated by multiple actors, each of whom seeks to advance his interests in
a rational way in strategic interaction with others (Scharpf 1997a). The
relevant actors may be individuals, firms, producer groups, or govern-
ments. However, this is a firm-centered political economy that regards
companies as the crucial actors in a capitalist economy. They are the key
agents of adjustment in the face of technological change or international
competition whose activities aggregate into overall levels of economic
performance.

1.2.1 A Relational View of the Firm

Our conception of the firm is relational. Following recent work in eco-
nomics, we see firms as actors seeking to develop and exploit core compe-
tencies or dynamic capabilities understood as capacities for developing,
producing, and distributing goods and services profitably (Teece and
Pisano 1998). We take the view that critical to these is the quality of the
relationships the firm is able to establish, both internally, with its own
employees, and externally, with a range of other actors that include sup-
pliers, clients, collaborators, stakeholders, trade unions, business associa-
tions, and governments. As the work on transactions costs and principal-
agent relationships in the economics of organization has underlined, these
are problematic relationships (Milgrom and Roberts 1992). Even where
hierarchies can be used to secure the cooperation of actors, firms
encounter problems of moral hazard, adverse selection, and shirking. In
many cases, effective operation even within a hierarchical environment
may entail the formation of implicit contracts among the actors; and many
of a firm's relationships with outside actors involve incomplete contract-
ing (cf. Williamson 1985). In short, because its capabilities are ultimately
relational, a firm encounters many coordination problems. Its success
depends substantially on its ability to coordinate effectively with a wide
range of actors.

For the purposes of this inquiry, we focus on five spheres in which
firms must develop relationships to resolve coordination problems central
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to their core competencies. The first is the sphere of industrial relations
where the problem facing companies is how to coordinate bargaining
over wages and working conditions with their labor force, the organ-
izations that represent labor, and other employers. At stake here are
wage and productivity levels that condition the success of the firm
and rates of unemployment or inflation in the economy as a whole. In the
sphere of vocational training and education, firms face the problem
of securing a workforce with suitable skills, while workers face the
problem of deciding how much to invest in what skills. On the outcomes
of this coordination problem turn not only the fortunes of individual
companies and workers but the skill levels and competitiveness of the
overall economy.

Issues of coordination also arise in the sphere of corporate governance,
to which firms turn for access to finance and in which investors seek
assurances of returns on their investments. The solutions devised to these
problems affect both the availability of finance for particular types of
projects and the terms on which firms can secure funds. The fourth
sphere in which coordination problems crucial to the core competencies
of an enterprise appear is the broad one of inter-firm relations, a term we
use to cover the relationships a company forms with other enterprises,
and notably its suppliers or clients, with a view to securing a stable
demand for its products, appropriate supplies of inputs, and access to
technology. These are endeavors that may entail standard-setting, tech-
nology transfer, and collaborative research and development. Here, co-
ordination problems stem from the sharing of proprietary information
and the risk of exploitation in joint ventures. On the development of
appropriate relationships in this sphere, however, depend the capac-
ities of firms to remain competitive and technological progress in the
economy as a whole.

Finally, firms face a set of coordination problems vis-a-vis their own
employees. Their central problem is to ensure that employees have the
requisite competencies and cooperate well with others to advance the
objectives of the firm. In this context, familiar problems of adverse
selection and moral hazard arise, and issues of information-sharing
become important (see Milgrom and Roberts 1992). Workers develop
reservoirs of specialized information about the firm's operations that can
be of value to management, but they also have the capacity to withhold
information or effort. The relationships firms develop to resolve these
problems condition their own competencies and the character of an
economy's production regimes.
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1.2.2 Liberal Market Economies and Coordinated
Market Economies

From this perspective, it follows that national political economies can be
compared by reference to the way in which firms resolve the coordination
problems they face in these five spheres. The core distinction we draw is
between two types of political economies, liberal market economies
and coordinated market economies, which constitute ideal types at the
poles of a spectrum along which many nations can be arrayed.6

In liberal market economies, firms coordinate their activities primarily via
hierarchies and competitive market arrangements. These forms of coor-
dination are well described by a classic literature (Williamson 1985).
Market relationships are characterized by the arm's-length exchange of
goods or services in a context of competition and formal contracting. In
response to the price signals generated by such markets, the actors adjust
their willingness to supply and demand goods or services, often on the
basis of the marginal calculations stressed by neoclassical economics.7 In
many respects, market institutions provide a highly effective means for
coordinating the endeavors of economic actors.

In coordinated market economies, firms depend more heavily on non-
market relationships to coordinate their endeavors with other actors
and to construct their core competencies. These non-market modes of
coordination generally entail more extensive relational or incomplete
contracting, network monitoring based on the exchange of private infor-
mation inside networks, and more reliance on collaborative, as opposed
to competitive, relationships to build the competencies of the firm. In
contrast to liberal market economies (LMEs), where the equilibrium
outcomes of firm behavior are usually given by demand and supply
conditions in competitive markets, the equilibria on which firms coord-
inate in coordinated market economies (CMEs) are more often the result
of strategic interaction among firms and other actors.

Market relations and hierarchies are important to firms in all capitalist
economies, of course, and, even in liberal market economies, firms enter

6 In other works by the contributors to this volume, 'organized market economy' is some-
times used as a term synonymous with 'coordinated market economy'. Although all of the
economies we discuss are 'coordinated' in the general sense of the term, by markets if not
by other institutions, the term reflects the prominence of strategic interaction and hence of
coordination in the game-theoretic sense in CMEs.

7 Although we do not emphasize it here, this is not meant to deny the observation of
Granovetter (1985) and others that market relations are usually underpinned by personal
relationships of familiarity and trust.
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into some relationships that are not fully mediated by market forces.8

But this typology is based on the contention that the incidence of
different types of firm relationships varies systematically across nations.
In some nations, for instance, firms rely primarily on formal contracts
and highly competitive markets to organize relationships with their
employees and suppliers of finance, while, in others, firms coordinate
these endeavors differently. In any national economy, firms will gravi-
tate toward the mode of coordination for which there is institutional
support.

1.2.3 The Role of Institutions and Organizations

Institutions, organizations, and culture enter this analysis because of the
support they provide for the relationships firms develop to resolve co-
ordination problems. Following North (1990: 3), we define institutions as
a set of rules, formal or informal, that actors generally follow, whether
for normative, cognitive, or material reasons, and organizations as
durable entities with formally recognized members, whose rules also
contribute to the institutions of the political economy.9

From this perspective, markets are institutions that support relation-
ships of particular types, marked by arm's-length relations and high
levels of competition. Their concomitant is a legal system that supports
formal contracting and encourages relatively complete contracts, as the
chapters by Teubner and Casper indicate. All capitalist economies also
contain the hierarchies that firms construct to resolve the problems that
cannot be addressed by markets (Williamson 1985). In liberal market
economies, these are the principal institutions on which firms rely to
coordinate their endeavors.

Although markets and hierarchies are also important elements of co-
ordinated market economies, firms in this type of economy draw on a fur-
ther set of organizations and institutions for support in coordinating their
endeavors. What types of organizations and institutions support the
distinctive strategies of economic actors in such economies? Because
the latter rely more heavily on forms of coordination secured through

8 This point applies with particular force to market relationships in which one or more
of the participants has substantially more market power than the others, as in cases of
oligopoly, oligopsony, and the relations found in some supplier chains. We are not arguing
that all markets in LMEs are perfectly competitive.

9 Note that, from time to time, we refer loosely to the 'institutions' or 'organization' of
the political economy to refer to both the organizations and institutions found within it.
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strategic interaction to resolve the problems they face, the relevant
institutions will be those that allow them to coordinate on equilibrium
strategies that offer higher returns to all concerned. In general, these
will be institutions that reduce the uncertainty actors have about the
behavior of others and allow them to make credible commitments to each
other. A standard literature suggests that these are institutions providing
capacities for (i) the exchange of information among the actors, (ii) the
monitoring of behavior, and (iii) the sanctioning of defection from coopera-
tive endeavor (see Ostrom 1990). Typically, these institutions include pow-
erful business or employer associations, strong trade unions, exten-
sive networks of cross-shareholding, and legal or regulatory systems
designed to facilitate information-sharing and collaboration. Where these
are present, firms can coordinate on strategies to which they would not
have been led by market relations alone.

The problem of operating collaborative vocational training schemes
provides a classic example. Here, the willingness of firms to participate
depends on the security of their beliefs that workers will learn useful
skills and that firms not investing in training will not poach extensively
from those who do, while the participation of workers depends on
assurances that training will lead to remunerative employment. As
Culpepper's chapter in this volume indicates, it is easier for actors to
secure these assurances where there are institutions providing reliable
flows of information about appropriate skill levels, the incidence of
training, and the employment prospects of apprentices (Finegold and
Soskice 1988; Culpepper and Finegold 1999).

Similarly, the terms on which finance is provided to firms will depend
on the monitoring capacities present in the economy. Where potential
investors have little access to inside information about the progress of
the firms they fund, access to capital is likely to depend on highly
public criteria about the assets of a firm of the sort commonly found
on balance sheets. Where investors are linked to the firms they fund
through networks that allow for the development of reputations
based on extensive access to information about the internal operations
of the firm, however, investors will be more willing to supply capital to
firms on terms that do not depend entirely on their balance sheets.
The presence of institutions providing network reputational monitoring
can have substantial effects on the terms on which firms can secure
finance.

In short, this approach to comparative capitalism emphasizes the pres-
ence of institutions providing capacities for the exchange of information,
monitoring, and the sanctioning of defections relevant to cooperative
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behavior among firms and other actors; and it is for the presence of such
institutions that we look when comparing nations.

In addition, examination of coordinated market economies leads us to
emphasize the importance of another kind of institution that is not
normally on the list of those crucial to the formation of credible commit-
ments, namely institutions that provide actors potentially able to coop-
erate with one another with a capacity for deliberation. By this, we simply
mean institutions that encourage the relevant actors to engage in col-
lective discussion and to reach agreements with each other.10 Deliberative
institutions are important for several reasons.

Deliberative proceedings in which the participants engage in extensive
sharing of information about their interests and beliefs can improve the
confidence of each in the strategies likely to be taken by the others. Many
game-theoretic analyses assume a level of common knowledge that is
relatively thin, barely stretching past a shared language and familiar-
ity with the relevant payoffs. When multiple equilibria are available,
however, coordination on one (especially one that exchanges higher
payoffs for higher risks) can be greatly facilitated by the presence of a
thicker common knowledge, one that extends beyond the basic situ-
ation to a knowledge of the other players sufficiently intimate to provide
confidence that each will coordinate on a specific equilibrium (Eichen-
green 1997). Deliberation can substantially thicken the common know-
ledge of the group.

As Scharpf (1987: ch. 4) has pointed out, although many think only of
a 'prisoner's dilemma' game when they consider problems of coopera-
tion, in the political economy many such problems take quite different
forms, including 'battle of the sexes' games in which joint gains are
available from more than one strategy but are distributed differently
depending on the equilibrium chosen. Distributive dilemmas of this sort
are endemic to political economies, and agreement on the distribution
of the relevant gains is often the prerequisite to effective cooperation
(Knight 1992). In some cases, such as those of collaborative research and
development, the problem is not simply to distribute the gains but
also the risks attendant on the enterprise. Deliberation provides the
actors with an opportunity to establish the risks and gains attendant on
cooperation and to resolve the distributive issues associated with them.
In some cases, the actors may simply be negotiating from positions of

10 One political economist who has consistently drawn attention to the importance of
deliberation is Sabel (1992, 1994) and the issue is now the subject of a growing game-
theoretic literature (see Elster 1998).
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relative power, but extensive deliberation over time may build up specific
conceptions of distributive justice that can be used to facilitate agreement
in subsequent exchanges.

Finally, deliberative institutions can enhance the capacity of actors
in the political economy for strategic action when faced with new or un-
familiar challenges. This is far from irrelevant since economies are
frequently subject to exogenous shocks that force the actors within them
to respond to situations to which they are unaccustomed. The history of
wage negotiations in Europe is replete with examples. In such instances,
developments may outrun common knowledge, and deliberation can
be instrumental to devising an effective and coordinated response,
allowing the actors to develop a common diagnosis of the situation and
an agreed response.

In short, deliberative institutions can provide the actors in a political
economy with strategic capacities they would not otherwise enjoy; and
we think cross-national comparison should be attentive to the presence
of facilities for deliberation as well as institutions that provide for the
exchange of information in other forms, monitoring, and the enforcement
of agreements.

1.2.4 The Role of Culture, Informal Rules, and History

Our approach departs from previous works on comparative capitalism
in another respect.11 Many analyses take the view that the relevant
outcomes in economic performance or policy follow more or less directly
from differences in the formal organization of the political economy.
Particular types of wage settlements or rates of inflation and unemploy-
ment are often said to follow, for instance, from the organizational struc-
ture of the union movement. Because we believe such outcomes are the
products of efforts to coordinate in contexts of strategic interaction,
however, we reject the contention that they follow from the presence of
a particular set of institutions alone, at least if the latter are defined
entirely in terms of formal rules or organizations.

As we have noted, the presence of a set of formal institutions is often
a necessary precondition for attaining the relevant equilibrium in
contexts of coordination. But formal institutions are rarely sufficient
to guarantee that equilibrium. In multi-player games with multiple
iterations of the sort that characterize most of the cases in which we are

11 Here we depart from some of our own previous formulations as well (cf. Hall 1986;
Soskice 1990&).
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interested, it is well known that there exist multiple equilibria, any one
of which could be chosen by the actors even in the presence of institu-
tions conducive to the formation of credible commitments (Fudenberg
and Maskin 1986). Something else is needed to lead the actors to coor-
dinate on a specific equilibrium and, notably, on equilibria offering high
returns in a non-coooperative context.12 In many instances, what leads
the actors to a specific equilibrium is a set of shared understandings
about what other actors are likely to do, often rooted in a sense of what
it is appropriate to do in such circumstances (March and Olsen 1989).

Accordingly, taking a step beyond many accounts, we emphasize the
importance of informal rules and understandings to securing the equi-
libria in the many strategic interactions of the political economy. These
shared understandings are important elements of the 'common know-
ledge' that lead participants to coordinate on one outcome, rather than
another, when both are feasible in the presence of a specific set of formal
institutions. By considering them a component of the institutions making
up the political economy, we expand the concept of institutions beyond
the purely formal connotations given to it in some analyses.

This is an entry point in the analysis for history and culture. Many
actors learn to follow a set of informal rules by virtue of experience with
a familiar set of actors and the shared understandings that accumulate
from this experience constitute something like a common culture. This
concept of culture as a set of shared understandings or available 'strat-
egies for action' developed from experience of operating in a particular
environment is analogous to those developed in the 'cognitive turn'
taken by sociology (Swidler 1986; DiMaggio and Powell 1991). Our view
of the role that culture can play in the strategic interactions of the polit-
ical economy is similar to the one Kreps (1990) accords it in organiza-
tions faced with problems of incomplete contracting.

The implication is that the institutions of a nation's political economy
are inextricably bound up with its history in two respects. On the one
hand, they are created by actions, statutory or otherwise, that establish
formal institutions and their operating procedures. On the other, re-
peated historical experience builds up a set of common expectations that
allows the actors to coordinate effectively with each other. Among other
things, this implies that the institutions central to the operation of the
political economy should not be seen as entities that are created at one
point in time and can then be assumed to operate effectively afterwards.

12 Culpepper documents this problem and explores some solutions to it in this volume
and Culpepper (1998).
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To remain viable, the shared understandings associated with them must
be reaffirmed periodically by appropriate historical experience. As Thelen
emphasizes in this volume, the operative force of many institutions
cannot be taken for granted but must be reinforced by the active
endeavors of the participants.

1.2.5 Institutional Infrastructure and Corporate Strategy

This varieties of capitalism approach draws its basic conceptions of how
institutions operate from the new economics of organization. We apply
a set of concepts commonly used to explain behavior at the micro level
of the economy to problems of understanding the macroeconomy
(Milgrom and Roberts 1992). One of the advantages is an analysis with
robust and consistent postulates about what kind of institutions matter
and how they affect behavior. Another is the capacity of the approach to
integrate analysis of firm behavior with analysis of the political economy
as a whole.

However, there are at least two respects in which our account deviates
from mainstream views in the new economics of organization. First,
although we make use of the influential dichotomy between 'markets'
and 'hierarchies' that Williamson (1975) has impressed on the field, we
do not think this exhausts the relevant variation. Markets and hierarchies
are features of LMEs and CMEs but we stress the systematic variation
found in the character of corporate structure (or hierarchies) across
different types of economies and the presence of coordination problems
even within hierarchical settings (Milgrom and Roberts 1992). Even
more important, we do not see these two institutional forms as the
only ones firms can employ to resolve the challenges they confront.
In coordinated market economies in particular, many firms develop rela-
tionships with other firms, outside actors, and their employees that are
not well described as either market-based or hierarchical relations but
better seen as efforts to secure cooperative outcomes among the actors
using a range of institutional devices that underpin credible commit-
ments. Variation in the incidence and character of this 'third' type of rela-
tionship is central to the distinctions we draw between various types of
political economies.13

Second, it is conventional in much of the new economics of organiza-
tion to assume that the core institutional structures of the economy,

13 Williamson (1985) himself acknowledges the presence of institutionalized relationships
extending beyond markets or hierarchies, albeit without characterizing them precisely as
we do here.
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whether markets, hierarchies, or networks, are erected by firms seeking
the most efficient institutions for performing certain tasks. The postulate
is that (institutional) structure follows (firm) strategy (cf. Chandler 1974;
Williamson 1975, 1985; Chandler and Daems 1980). In a restricted sense,
this is certainly true: firms can choose whether to contract out an
endeavor or perform it in-house, for instance, and they enjoy some
control over their own corporate form.

However, we think it unrealistic to regard the overarching institutional
structures of the political economy, and especially those coordinating the
endeavors of many actors (such as markets, institutional networks, and
the organizations supporting collaborative endeavor), as constructs
created or controlled by a particular firm. Because they are collective
institutions, a single firm cannot create them; and, because they have
multifarious effects, it may be difficult for a group of firms to agree on
them.14 Instead, as Calvert (1995) observes, the construction of coord-
inating institutions should be seen as a second-order coordination prob-
lem of considerable magnitude. Even when firms can agree, the project
may entail regulatory action by the government and the formation of
coalitions among political parties and labor organizations motivated by
considerations going well beyond efficiency (Swenson 1991, 1997).

As a result, the firms located within any political economy face a set of
coordinating institutions whose character is not fully under their control.
These institutions offer firms a particular set of opportunities; and com-
panies can be expected to gravitate toward strategies that take advantage
of these opportunities. In short, there are important respects in which
strategy follows structure. For this reason, our approach predicts system-
atic differences in corporate strategy across nations, and differences that
parallel the overarching institutional structures of the political economy.
This is one of the most important implications of the analysis.

Let us stress that we refer here to broad differences. Of course, there
will be additional variation in corporate strategies inside all economies in
keeping with differences in the resource endowments and market settings
of individual firms. The capabilities of management also matter, since
firms are actors with considerable autonomy. Our point is that (institu-
tional) structure conditions (corporate) strategy, not that it fully deter-
mines it. We also agree that differences in corporate strategy can be
conditioned by the institutional support available to firms at the regional
or sectoral levels (Campbell et al. 1991; Hollingsworth et al. 1994; Herrigel

14 At the sectoral or regional level, of course, large firms may be able to exercise substan-
tial influence over the development of these institutions, as Hancke shows in this volume
(see also Hancke forthcoming).
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1996). Many of the works making this point are congruent with our own
in that they stress the importance of the institutional environment to firm
strategy, even though there has been fruitful disagreement about which
features of that environment matter most (cf. Streeck 1992b).15

However, we emphasize variations in corporate strategy evident at
the national level. We think this justified by the fact that so many of the
institutional factors conditioning the behavior of firms remain nation-
specific. There are good reasons why that should be the case. Some of
the relevant institutions were deeply conditioned by nationally specific
processes of development, as are most trade unions and employers'
associations. In others, the relevant institutions depend heavily on
statutes or regulations promulgated by national states, as do many insti-
tutions in the financial arena and labor market, not to mention the sphere
of contract law.

In sum, we contend that differences in the institutional framework of
the political economy generate systematic differences in corporate
strategy across LMEs and CMEs. There is already some evidence for this.
For instance, the data that Knetter (1989) has gathered are especially
interesting. He finds that the firms of Britain, a typical LME, and those
of Germany, a CME, respond very differently to a similar shock, in this
case an appreciation of the exchange rate that renders the nation's goods
more expensive in foreign markets. British firms tend to pass the price
increase along to customers in order to maintain their profitability, while
German firms maintain their prices and accept lower returns in order to
preserve market share.

Our approach predicts differences of precisely this sort. We would
argue that British firms must sustain their profitability because the struc-
ture of financial markets in a liberal market economy links the firm's
access to capital and ability to resist takeover to its current profitability;
and they can sustain the loss of market share because fluid labor markets
allow them to lay off workers readily. By contrast, German firms can
sustain a decline in returns because the financial system of a coordinated
market economy provides firms with access to capital independent of
current profitability; and they attempt to retain market share because the
labor institutions in such an economy militate in favor of long-term
employment strategies and render layoffs difficult.

15 It is possible to apply the general analytical framework of this volume to variations
at the regional or sectoral level, as the chapter by Hancke does in some respects. From the
perspective of this volume, institutional variation at the regional or sectoral level provides
an additional layer of support for particular types of coordination and one that enhances
a nation's capacity to support a range of corporate strategies and production regimes.
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These are only some of the ways in which the institutional arrange-
ments of a nation's political economy tend to push its firms toward
particular kinds of corporate strategies. We explore more of these below
with special emphasis on innovation.

To put the point in the most general terms, however, firms and
other actors in coordinated market economies should be more will-
ing to invest in specific and co-specific assets (i.e. assets that cannot
readily be turned to another purpose and assets whose returns depend
heavily on the active cooperation of others), while those in liberal market
economies should invest more extensively in switchable assets (i.e. assets
whose value can be realized if diverted to other purposes). This fol-
lows from the fact that CMEs provide more institutional support for
the strategic interactions required to realize the value of co-specific
assets, whether in the form of industry-specific training, collaborative
research and development, or the like, while the more fluid markets
of LMEs provide economic actors with greater opportunities to move
their resources around in search of higher returns, encouraging them
to acquire switchable assets, such as general skills or multi-purpose
technologies.16

1.2.6 Institutional Complementarities

The presence of institutional complementarities reinforces the differences
between liberal and coordinated market economies. The concept of
'complementary goods' is a familiar one: two goods, such as bread and
butter, are described as complementary if an increase in the price of one
depresses demand for the other. However, complementarities may also
exist among the operations of a firm: marketing arrangements that offer
customized products, for instance, may offer higher returns when
coupled to the use of flexible machine tools on the shop floor (Jaikumar
1986; Milgrom and Roberts 1990, 1995).

Following Aoki (1994), we extend this line of reasoning to the institu-
tions of the political economy. Here, two institutions can be said to be
complementary if the presence (or efficiency) of one increases the returns
from (or efficiency of) the other.17 The returns from a stock market trading

16 For examples in one sphere, see the essay by Estevez-Abe, Iversen, and Soskice in this
volume.

17 Conversely two institutions can be said to be 'substitutable' if the absence or ineffi-
ciency of one increases the returns to using the other. Note that we refer to total returns,
leaving aside the question of to whom they accrue, which is a matter of property rights,
and we define efficiency as the net returns to the use of an institution given its costs.
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in corporate securities, for instance, may be increased by regulations
mandating a fuller exchange of information about companies.

Of particular interest are complementarities between institutions
located in different spheres of the political economy. Aoki (1994) has
argued that long-term employment is more feasible where the financial
system provides capital on terms that are not sensitive to current
profitability. Conversely, fluid labor markets may be more effective at
sustaining employment in the presence of financial markets that transfer
resources readily among endeavors thereby maintaining a demand for
labor (cf. Caballero and Hamour 1998; Fehn 1998). Casper explores
complementarities between national systems of contract law and modes
of inter-firm collaboration, and we identify others in the sections that
follow.

This point about institutional complementarities has special relevance
for the study of comparative capitalism. It suggests that nations with a
particular type of coordination in one sphere of the economy should tend
to develop complementary practices in other spheres as well.18 Several
logics may be operative here. In some cases, the institutions sustaining
coordination in one sphere can be used to support analogous forms
of coordination in others. Where dense networks of business associations
support collaborative systems of vocational training, for instance, those
same networks may be used to operate collective standard-setting.
Similarly, firms may pressure governments to foster the development of
institutions complementary to those already present in the economy in
order to secure the efficiency gains they provide.

If this is correct, institutional practices of various types should not be
distributed randomly across nations. Instead, we should see some clus-
tering along the dimensions that divide liberal from coordinated mar-
ket economies, as nations converge on complementary practices across
different spheres. Fig. 1.1 presents some support for these proposi-
tions. It locates OECD nations on two axes that provide indicators
for the character of institutions in the spheres of corporate finance
and labor markets respectively. A highly developed stock market indi-
cates greater reliance on market modes of coordination in the financial

18 Of course, there are limits to the institutional isomorphism that can be expected across
spheres of the economy. Although efficiency considerations may press in this direction, the
presence of functional equivalents for particular arrangements will limit the institutional
homology even across similar types of political economies, and the importance to institu-
tional development of historical processes driven by considerations other than efficiency
will limit the number of complementarities found in any economy.
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FIG. 1.1 Institutions across sub-spheres of the political economy

Note: Employment protection refers to the index of employment protection developed by Estevez-
Abe, Iversen, and Soskice in this volume. Stock market capitalization is the market value of listed
domestic companies as a percentage of GDP.

Source: International Federation of Stock Exchanges, Annual Report.

sphere, and high levels of employment protection tend to reflect higher
levels of non-market coordination in the sphere of industrial relations.19

Although there is some variation within each group, a pronounced clus-
tering is evident. Nations with liberal market economies tend to rely on
markets to coordinate endeavors in both the financial and industrial rela-
tions systems, while those with coordinated market economies have
institutions in both spheres that reflect higher levels of non-market co-
ordination.

Among the large OECD nations, six can be classified as liberal market
economies (the USA, Britain, Australia, Canada, New Zealand, Ireland)
and another ten as coordinated market economies (Germany, Japan,
Switzerland, the Netherlands, Belgium, Sweden, Norway, Denmark,

19 The employment protection index developed by Estevez-Abe, Iversen, and Soskice in
their chapter for this volume is a composite measure of the relative stringency of legisla-
tion or collective agreements dealing with hiring and firing, the level of restraint embedded
in collective dismissal rules, and the extent of firm-level employment protection. Stock
market capitalization is the market value of listed domestic companies as a percentage of
GDP.
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TABLE 1.1 The economic performance of liberal and coordinated market
economies

Liberal market economies

Growth rate of GDP GDP per capita Unemployment rate

Australia
Canada
Ireland
New Zealand
UK
United States

LME average

61-73

5.2
5.3
4.4
4.0
3.1
4.0

4.3

74-84

2.8
3.0
3.9
1.8
1.3
2.2

2.5

85-98

3.3
2.3
6.5
1.7
2.4
2.9

3.2

74-84

7932
9160
4751
7378
7359

11055

7939

85-97

16701
18835
12830
14172
15942
22862

16890

60-73

1.9
5.1
5.0
0.2
2.0
4.9

3.2

74-84

6.2
8.4
9.1
2.2
6.7
7.5

6.7

85-98

8.5
9.5

14.1
6.9
8.7
6.0

8.9

Coordinated market economies

Growth rate of GDP

Austria3

Belgium
Denmark
Finland
Iceland
Germany
Japan
Netherlands1'
Norway
Sweden
Switzerland

CME average

61-73

4.9
4.9
4.4
5.0
5.7
4.3
9.7
4.9
4.3
4.2
4.4

5.1

74-84

2.3
2.0
1.8
2.7
4.1
1.8
3.3
1.9
4.0
1.8
.58

2.4

85-98

2.5
2.2
2.2
2.2
2.7
2.2
2.6
2.8
2.9
1.5
1.3

2.3

GDP per capita

74-84

7852
8007
8354
7219
8319
7542
7437
7872
8181
8450

10680

8174

85-97

17414
17576
18618
15619
18285
16933
18475
16579
19325
16710
21398

17902

Unemployment rate

60-73

1.6
2.2
1.4
2.0
0.6
0.8
1.3
1.5
1.6
1.9
.01

1.3

74-84

2.2
8.2
7.1
4.8
0.6
4.6
2.1
5.6
2.1
2.3
0.4

3.6

85-98

5.3
11.3
9.3
9.4
2.5
8.5
2.8
6.8
4.3
4.8
2.5

6.1

Notes: Growth rate of GDP: average annual growth in GDP, averaged for the time-periods indi-
cated. GDP per capita: per capita GDP at purchasing power parity, averaged for the time-periods
indicated. Unemployment rate: annual unemployment rate.

a Unemployment series begins in 1964.
b Unemployment series begins in 1969.

Sources: Growth rate of GDP: World Bank, World Development Indicators CD-ROM (2000); except
for Germany, for which data were taken from OECD, Historical Statistics (1997), for 1960-91, and
WD7 for years thereafter. GDP per capita: OECD, OECD Statistical Compendium CD-ROM (2000).
Unemployment rate: OECD, OECD Statistical Compendium CD-ROM (2000).
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Finland, and Austria) leaving six in more ambiguous positions (France,
Italy, Spain, Portugal, Greece, and Turkey).20 However, the latter show
some signs of institutional clustering as well, indicating that they may
constitute another type of capitalism, sometimes described as 'Mediter-
ranean', marked by a large agrarian sector and recent histories of exten-
sive state intervention that have left them with specific kinds of capacities
for non-market coordination in the sphere of corporate finance but
more liberal arrangements in the sphere of labor relations (see Rhodes
1997).

Although each type of capitalism has its partisans, we are not arguing
here that one is superior to another. Despite some variation over specific
periods, both liberal and coordinated market economies seem capable of
providing satisfactory levels of long-run economic performance, as the
major indicators of national well-being displayed in Table 1.1 indicate.
Where there is systematic variation between these types of political
economies, it is on other dimensions of performance. We argue below
that the two types of economies have quite different capacities for in-
novation. In addition, they tend to distribute income and employment
differently. As Fig. 1.2 indicates, in liberal market economies, the adult
population tends to be engaged more extensively in paid employment
and levels of income inequality are high.21 In coordinated market
economies, working hours tend to be shorter for more of the population
and incomes more equal. With regard to the distribution of well-being,
of course, these differences are important.

To make this analytical framework more concrete, we now look more
closely at coordination in the principal spheres of firm endeavor in coord-
inated and liberal market economies, drawing on the cases of Germany
and the United States for examples and emphasizing the institutional
complementarities present in each political economy.

1.3 Coordinated Market Economies: The German Case

As we have noted, we regard capitalist economies as systems in which
companies and individuals invest, not only in machines and material

20 Luxembourg and Iceland have been omitted from this list because of their small size
and Mexico because it is still a developing nation.

21 The Gini Index used in Fig. 1.2 is a standard measure for income inequality, measured
here as post-tax, post-transfer income, reported in the Luxembourg Income Study for the
mid- to late 1980s. Full-time equivalent employment is reported as a percentage of poten-
tial employment and measured as the total number of hours worked per year divided by
full-time equivalent hours per person (37.5 hours at 50 weeks) times the working-age popu-
lation. It is reported for the latest available of 1993 or 1994.
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National Varieties of Standardization

Jay Tate

14.1 Introduction

Industrial revolutions are revolutions in standardization. The industrial
revolution of the late eighteenth and early nineteenth centuries depended
upon fabrication standards for relatively unitary products such as
textiles, pins, and firearms. The revolution of the mid-nineteenth century,
driven by scientific advances in chemistry, steam power, and electricity,
relied in part upon measurement standards for a broad array of funda-
mental quantities including time, distance, energy, electrical charge, and
atomic weight. A third revolution dating from the beginning of the twen-
tieth century transformed assembly industries by employing compati-
bility standards for complex devices such as automobiles. The late
twentieth century's revolution in information technology and telecom-
munications spread on the basis of interoperability standards.

Standards provide linchpins for sustainable change. Standards support
individual and organizational learning, monitoring, benchmarking, and
collaboration. Firms use standards to reduce internal and external trans-
action costs; to drive down prices from suppliers; to block or circumvent
competitors; to lock in quasi-monopoly profits through control of a
proprietary standard; to gain greater control over employees, suppliers,
and customers; and to set baselines for subsequent rounds of innovation.
Economies of scale, scope, speed, and quality are all built on the use of
standards.

And yet, standards and even standards institutions are themselves
anything but standard. Instead, national arrangements for standardiza-
tion vary according to historically rooted, and often nationally distinct,
institutional trajectories (Zysman 19960). A distinction between liberal
market economies (LMEs) and coordinated market economies (CMEs)
offers a useful way to compare these national varieties and to analyze
their interactions.

National approaches to standards crystallized during the first half of
the twentieth century in ways that reflected their respective chrono-
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logical, legal, and socio-political origins (cf. Verman 1973; Cargill 1989).
Timing mattered because although standardization in all countries has
always involved a mixture of competitive, cooperative, and coercive
elements (Greenstein 1992), the mixture of these elements has varied,
both worldwide over time (the relative importance of direct coercion has
declined) and within individual countries as they compared themselves
to one another. Countries earliest to develop national market standards
were most likely to favor liberal approaches based on markets and
competition. Follower countries, already possessing a partial roadmap to
the future, could develop more cooperative/coordinated approaches.
Countries furthest behind were most likely to rely to a larger degree
upon direct state coercion (cf. Gerschenkron 1962). Thus, many capitalist
countries in Asia have state-run standards-setting institutions while in
western Europe only Portugal does so.

However, timing provided at most a set of starting points. Law, itself
an early bastion of national standardization, mattered more. Particularly
important were the legal approaches to negligence and liability that began
to be elaborated as nineteenth-century industries generated unprece-
dented occasions for previously unheard-of injuries. In Germany, France,
Japan, and other countries reliant upon a national code, producer negli-
gence was specified in detailed and a priori regulations that governed not
only standard-setting, but also standards-testing and certification.

Within this code-based ('continental') family, at least two types of stan-
dardization developed. In Germany and Japan, code-based regulations
supported a conservative, fault-based approach to product liability and
a producer-oriented tolerance for sectoral (Germany) or intersectoral
(Japan) cartels. Firms in those countries enjoyed broad leeway to engage
in relatively intensive standards coordination. However, in post-revolu-
tionary France and to a lesser degree in quasi-revolutionary countries
influenced by France's Code Napoleon (e.g. Italy and Spain), code-based
regulations supported a stricter approach to product liability resembling
that in common-law countries, as well as an active ban on many pre-
revolutionary ('feudal') types of inter-firm collaboration. Standard-
setting in these latter countries was more likely to be mediated through
a third party, typically an agent of the state, rather than arranged purely
by economic actors themselves, resulting in what might be called a medi-
ated market economy.

Common-law traditions in countries such as Britain and the USA did
not attempt to specify negligence precisely in advance. Liability remained
open ('strict')—it could be found even in the absence of intent or negli-
gence— and shifted according to whatever accumulated case law said it
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was. By being less settled, common law encouraged firms to be more cre-
ative, but by leaving liability unspecified, it also encouraged them to
avoid any hint of legally actionable collaboration with one another. At
least two types of liberal standardization developed. In Britain, general-
ized management standards help mitigate the liability risks and related
insurance costs engendered under a common-law system. In the USA,
where federalism has encouraged a highly decentralized, even frag-
mented, standards system (Krislov 1997), British-style economy-wide
management standards have played less of a role than mergers. US
firms historically avoided inter-firm liability and antitrust prosecution
through acquisitions that brought collaboration in-house. Since US
firms preferred to combine rather than face the legal uncertainties of
collaboration, they favored manufacturers' self-certification over third-
party certification.

Politics mattered in all countries, not only in channeling how a code
or common-law legal tradition could play out, but also in shaping the
character of standardization itself. National approaches to standards
tended to crystallize during whichever period (usually the first third of
the twentieth century) national standards institutions were first created.
In countries where the hegemony of middle-class professions preceded
industrialization, the choice was open for essentially pre-industrial free
professions to become the template that later structured engineering and
other technical occupations (Haber 1991), thereby supporting an endur-
ingly liberal approach to standards. Britain, France, and the United States
were such countries, although the liberal settlement was weak in France,
where the Vichy regime's anti-liberal subordination of professionals
had effects that lasted long after 1940-4. By contrast, in countries where
the initial elaboration of national standards institutions took place
under aliberal political regimes, free markets and free professionals were
rejected in favor of a political subordination of markets (cf. Luebbert
1991). Indeed, wherever a legacy of serious challenges to business
hegemony was greater, whether from the right or the left, a more coord-
inated approach to standards arose and tended to persist. Combined with
a history of reinventing (rather than undermining) guilds, societies such
as Germany and Japan developed a more coordinated approach to stan-
dardization based upon continued, and occasionally intensified, subor-
dination of experts within particular organizations. In these countries,
cooperative standardization tended to become the domain of industrial
associations rather than individual-oriented professional societies.

In short, both liberal and coordinated market economies engage in
standardization, but the ease of 'exit/ and the character of 'voice,' and
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the basis of 'loyalty' all differ. In a liberal market economy, it is relatively
easy to abandon the formal standards-setting process in favor of a propri-
etary alternative. The most devoted standards participants tend to be
motivated by professional and individualistic incentives such as personal
reputation, disciplinary networking, and opportunities to monitor
employment alternatives (cf. Blau and Scott 1962: 60-3; Wilson 1989: 60).
Standards institutions tend to be run like for-profit institutions and are
expected to 'compete' for customers. Even when standardization takes
place within an industry association and participants are funded by their
respective companies, liberal institutional constraints can force partici-
pants to behave more like professionals: US Supreme Court decisions,
for example, have made it clear that standardization participants within
an industry association, under threat of antitrust prosecution, are ex-
pected to behave as neutral experts (Curran 1998). State actors with needs
unmet by a relatively uncoordinated economy may intervene directly to
secure a particular standard, though this in turn tends to weaken efforts
at broader coordination. Firms are inclined to view standards, and even
standards institutions, less as an opportunity for collaboration and more
as an occasion for tactical opportunism. At the low end, opportunistic
firms in LME settings use standards simply to increase price competi-
tion. At the high end, firms use standards, often in tandem with intel-
lectual property rights, to control radical innovations. At either end,
standards in an LME tend to become merely another object of strategic
manipulation, whether predatory or innovative.

In a coordinated market economy, by contrast, standardization partic-
ipants are less directly exposed to markets, less capable of defecting from
existing institutional arrangements, more likely to be rooted in particular
organizations (cf. Wilson 1989: 58), and more likely to seek anticipatory
standardization (or at least pre-competitive efforts to narrow the range
of possible standards). Standards institutions themselves are run less like
a profit center and more like an underlying part of the economic infra-
structure. State actors tend to utilize, reinforce, and extend the existing
standards infrastructure. Even nominally professional organizations
may be organized, as in Japan, so as to support standardization on an
organizational rather than individual or professional basis. Because those
working on standards are bound more securely to particular firms, and
firms are bound more securely to the national standards system, defec-
tions are rarer, and reliance upon market-based de facto standardization
less common. Long-standing collaborative relationships and encom-
passing institutions encourage firms in CME settings to treat standards
and standards institutions as parametric 'rules of the game/ i.e. as a
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shared infrastructure for further incremental innovation. By collaborating
in the creation of detailed standards that weed out technically inferior
outcomes, firms minimize the opportunities for price-based competition
and facilitate higher value-added production strategies.

Standards are one of the leading challenges in contemporary capital-
ism. National differences in standardization have already had profound
consequences for firm behavior and performance, and may continue to
do so, especially since it appears that these differences can persist even at a
transnational level. For example, a liberal approach may favor standards
arising from a variety of competing sources ('global standards') while a
coordinated approach may favor standards that are more formally and
centrally coordinated ('international standards'). Moreover, in addition
to becoming a central component of firm strategy, national differences in
standardization also have important implications for everything from
privacy and consumer behavior to patterns of nation-building, inter-
national relations, and global social movements. A closer understanding
of national approaches to standards can offer many rewards.

14.2 Britain

British firms have supported, and as a result been trapped within, a
lowest-common-denominator approach to standardization that has
proven relatively incapable of providing the range and quality of product
and process standards available to firms in other leading industrial
countries. Indeed, rigidities in the British standardization system may
have been a proximate cause of Britain's long-standing relative indus-
trial decline.

Such a conclusion is initially surprising. Britain has the oldest, largest,
best-funded ($150 million annual budget) national standards organiza-
tion in the world, the British Standards Institution (BSI). Through at least
the 1960s, BSI was widely considered the world's leading standards insti-
tution; it was often the model for other countries, not only in Europe but
also throughout the Commonwealth. It continues to have the largest
number of paying members and what it claims to be the largest library
collection of standards in the world. BSI's example informally established
principles adopted by many other, especially European, national stan-
dards organizations. (1) The peak standards institute is an independent
private organization that receives some public financing. (2) The insti-
tute is granted an effective monopoly over standards development across
a broad swath of economic activity. (3) Participants develop standards
within technical committees according to formal procedures that seek to
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assure consensus-oriented, voluntary, unpaid participation by all inter-
ested parties. (4) Draft standards are publicly disseminated to increase
the probability that all adopted standards are effectively consensus stan-
dards. (5) Completed standards are diffused by means of for-profit sales.

Despite superior staff and financial resources, however, the number of
British standards (even including all standards adopted from the
European and international level) is 30 per cent lower than the corres-
ponding figure in France and 40 per cent lower than in Germany. Ties
between industry and BSI have long been relatively weak and subject to
easy 'exit'; indeed, BSI has had relatively little formalized relations of
any kind with the some forty other standards-related organizations in
Britain despite state designation in 1942 as the 'sole organisation' respon-
sible for standards (Hesser and Inklaar 1997: 75).1

British firms arrived at this impasse by pursuing liberal market strat-
egies in standardization. British firms were historically lured by the easy
money to be made through their superior connections in the rapidly
developing but less sophisticated markets of the British Empire. The
extreme 'finance- and commerce-driven economy' that Weiss and
Hobson suggest (1995: 235) differentiates Britain from the US version of
liberal capitalism derived in part from the unparalleled market access
Empire and Commonwealth gave British firms in less developed coun-
tries. Firms wanted standards that supported exports to less developed
countries. Some of the earliest BSI standards were developed for the
Indian Railways (Woodward 1972: 49), and BSI had begun to establish
standards committees in former Dominions of the Empire (beginning
with South Africa in 1908) a decade before most countries had estab-
lished even a domestic standards organization.

The imperial approach to standards not only persisted during the shift
to Commonwealth institutions in the 1950s, there was a sharp increase
in state support for BSI outreach abroad. A series of Commonwealth-
level standardization conferences took place in 1946,1951,1953 (the year
BSI opened a new 45,000-square-foot facility), 1957, and 1962. These
efforts to maintain imperial-era markets, while popular with many
British firms, did nothing to advance the quality of British standardiza-
tion relative to that in other advanced industrial countries. Moreover,
even when Britain joined the European Free Trade Association (EFTA) in
1960 and dropped Commonwealth-level standardization in 1962, the turn

1 When BSI's authority did expand, as when BSI assumed full responsibility for civil
engineering Codes of Practice on 16 Oct. 1973 (Lukes 1979: 70), it did so not by coord-
inating industry-level efforts, but by displacing them.



448 Jay Tate

to 'international' standardization at ISO was in fact mostly—especially
since British firms often continued to neglect the largest European coun-
tries— a reincarnation of the old emphasis on less developed markets;
British firms were often merely attempting to increase their presence in
newly postcolonial countries that had previously been outside the British
sphere of influence. Although the original European Economic Commun-
ity (EEC) members had established a standards committee in 1957,
Britain had no contact with these discussions until 1961, the year that
the standards committees of EFTA and the EEC merged. Affiliated with
EFTA rather than the EEC, British firms tended to neglect European stan-
dardization even after the merger, preferring to concentrate on ISO and
IEC standards. BSI became the leading holder of secretariats at ISO
and IEC and by the early 1970s was already devoting more effort to
'international' standards than to national or European standards.

As it became clearer that BSI standards and firms were losing ground
to major European counterparts, a fundamentally liberal innovation in
standardization was gradually crafted. In 1962, the president of the
National Council for Quality and Reliability complained that 'although
British Standards were respected all over the world, standardization
was having less impact on British industry than in many countries'
(Woodward 1972: 83). Years of ensuing discussions culminated in a
national Quality and Reliability Year in 1966-7, which in turn spurred the
Department of Technology and the Confederation of British Industry to
create a committee in September 1968 to investigate quality and reliability.

With characteristically liberal flair, the British response—far from
devoting greater resources to ordinary product and process standard-
ization—was to create generalized management standards. Not only
would management standards support the flexible purchasing strategies
of British firms, they might also, however partially, obviate the need for
more detailed product and process standards. Thus when the Menforth
Committee report, issued in 1970, called for the creation of a 'federal
quality organization,' this instead gave rise in 1971 to a Quality Assur-
ance Council within BSI as well as the abolition of BSI's product-oriented
Certification Mark Committee. Product and process standards were on
the way out, management standards were on the way in. By 1974, BSI
issued its first quality assurance standard, the first private-sector quality
management standard to appear anywhere outside the nuclear power
industry (Woodward 1972: 84). Five years later, BSI issued a broader
'quality assurance' standard (BS 5750) that has been BSI's flagship stan-
dard— and leading cash cow—ever since.
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The 'quality' label has been profoundly misleading. What the British
called 'quality' in fact referred only to the consistency of overall manage-
ment operations, procedures such as ensuring that suppliers are clearly
advised of purchasing requirements, or that customer orders are exam-
ined to confirm that they can in fact be met. In other words, 'quality
management' merely aimed to establish a certifiably standard way to
manage consistently and reliably; the standard never aimed to assess the
quality of products or spur ongoing product and process improvements.
British firms embraced these generic management standards because
certified reliability would simplify their increasingly far-flung purchasing
in open markets. They also liked the fact that the standard could be used
defensively, to reduce potential legal and insurance expenses.

Because British firms wished to reduce costs and liability overseas,
efforts were made to have British liberalism's innovative approach to
standardization adopted by the International Organization for Standard-
ization (ISO). Following almost a decade of British maneuvering, the
contents of the British quality management standard (BS 5750) were
finally issued, with modifications, as the ISO 9000 series of standards for
quality management systems (QMS) in 1987. BSI's long experience with
the British version of the standard quickly allowed it to become the
world's leading provider of ISO 9000 certification.

The explosion of ISO 9000 certification, in turn, encouraged British
firms to back BSI's efforts to develop environmental and other manage-
ment standards. British firms were supportive, rightly expecting that an
environmental management standard would be only incrementally more
expensive than the quality management standard while offering even
greater opportunities to reduce potential liability. BSI itself, responding
to a stagnation in government subsidies during the Thatcher and
Major era, was eager to find further opportunities to expand its service
and certification business. BSI issued an environmental management
standard in 1992 (BS 7750), thereby allowing BSI and British firms to
build a five-year record of certification experience before the ISO 14001
environmental management standard finally appeared in 1996 (BS 7750
was promptly withdrawn the following year). The trend continued as
BSI's standard for project management (BS 6079), issued in May 1996,
provided another generalized management standard linked to BSI certi-
fication activities.

BSI increasingly neglected ordinary technical standards in favor of its
quasi-proprietary certification business. The shift away from standards
work was already evident in the organization's 1986 decision to change



450 Jay Tate

its official name from 'British Standards Institution' to 'BSF (a change
analogous to US Steel's decision to call itself 'USX'), and confirmed by
a more recent official statement of BSI's mission: 'to maximize global
influence in order to increase UK competitive advantage and protect
consumer interests, through the full range of quality services' (BSI 1997:
p. v). Standards development is not even mentioned in this statement of
BSI's mission!

Meanwhile, BSI's certification activities have become a major business,
with a vast network of overseas branch offices. In 1991, BSI created 'BSI,
Inc.' with headquarters in the USA, to market BSI registration services.
By the end of the decade, BSI employed 4,000 people worldwide in 93
countries (800 in the USA), most of whom served BSI's registry business.
By 1997, BSI had registered a total of 30,000 organizations to manage-
ment standards including ISO 9000, QS-9000, ISO 14000, and the Eco-
management Audit Scheme. Even BSI's certification for product testing
has become subordinated to what amounts to a cult of management
systems certification: all of BSI's product certification services, as well as
several other more specialized offerings for electronics and software, 'are
based on assessments against ISO 9000' (BSI 1996: viii).

Although it nurtures consistency, ISO 9000 certification is expensive
and often too general. The cost of initial certification is especially burden-
some for small firms, who pay anywhere from a minimum of $10,000 to
$40,000; large firms pay hundreds of thousands of dollars. The British
government attempted to offset the hardship to smaller firms by offering
subsidies toward certification, but maintaining current certification and
being recertified to any revised versions of the standards require addi-
tional expenditures. BSI's emphasis on ISO 9000 certification also tends
to encourage a complacent belief that consistent management and
product uniformity is a sufficient proxy for overall quality and innova-
tion. Rather than simply accept the over-generality of the ISO 9000 series,
firms in other countries developed more industry-specific implementa-
tions for medical devices, automobiles (QS-9000 and TS 16949), aerospace
(AS 9000), telecommunications (TL 9000), and eventually for ISO itself
(ISO 9000-2000). BSI, as usual, was eager to become the leading registrar
for those standards as well.

British firms are relatively free to 'exit' from the BSI framework since
'membership' is primarily an accounting device used to increase BSI's
government subsidy, which for decades was pegged to the level of funds
raised from membership dues. Indeed, even during the collectivist
heyday of nationalized industry from the 1940s to the 1960s, British firms
successfully sought a relatively liberal, and ultimately uncoordinated,
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approach to standardization.2 Conversely, during the Thatcher-Major
era, when BSI quite successfully reinvented itself as a free-market pro-
vider of certification services, state intervention continued to play a
modest role.3 The famous quality management standards, for example,
were arguably more dependent on the state than on business coordina-
tion: quality management had its origins in a military standard,4 and the
costs of certification were partially offset by government subsidies to
smaller firms, and the Department of Trade and Industry maintained a
steady stream of promotional advertising on behalf of 'quality manage-
ment' certification into the mid-1990s (Lane 1997: 210, 212).

The apparent contradictions of collectivist liberalism, or liberal collec-
tivism, help explain, or at least restate, the apparent paradox of British
standardization—that a large, centralized, professionally staffed, well-
funded peak standards organization nonetheless fell so far behind other
countries in the development of national product and process standards.
British firms responded to weaknesses in national standardization by
supporting 'international' standards that favored British access to less
developed markets. As other countries advanced in international stan-
dards, British firms responded by seeking to shift international standard-
ization away from specific product and process standards toward generic
management standards. Operating within a domestic market gener-
ally too small to nurture global de facto standards, British firms have
sought, with some success, to impose liberal features on international
standardization.

14.3 Germany

German capitalism has often been regarded as a coordinated, 'social', or
'organized' market economy, but the degree to which this condition
stems from the sustained efforts of German industry to retain control
over standardization has received little attention. German firms have

2 Some fifty industries including telecom, petroleum, and automobiles were nationalized
after World War II. The big nationalized firms tended to develop their own standards
through their respective national boards rather than work through, or support, the BSI
framework.

3 In 1970, fully 40% of the BSI budget of £2.83 million came from the state. By 1992, only
8% of the total budget of £42 million came from state support.

4 The earliest quality system standard of any sort was a 1963 US Department of Defense
standard (MIL-Q-9858), which in turn grew out of military quality improvement programs
dating back to World War II. NATO standard AQAP 1-9, issued during 1972 to 1976, was
the prototype for the British Defence Standard 05-21 of 1973. Britain's Quality Assurance
Council based its quality standard of 1974 (BS 5179 Pl-3), on the British military standard
of the previous year.
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repeatedly supported sustained industry-based standards coordination
in order to counter a series of external threats, whether from Wilhelmine
bureaucrats, Weimar reformers, Nazis, Allied occupiers, socialists, or EU
officials. The repeatedly high degree of environmental uncertainty sur-
rounding standardization in Germany throughout the twentieth century
encouraged most firms to relinquish whatever attachment they might
otherwise have had to a more liberal approach to standardization.

World War I was arguably the crucial formative experience for German
standardization. Production in state factories accounted for 40 per cent
of military output at the war's outbreak (Wolker 1992: 53), but efforts to
coordinate with private producers were often disastrous, partly because
state procurement was fragmented across four different war ministries
(Wolker 1992: 47). Communication between firms and the procurement
offices was hindered by the absence of standards for paper formats,
paper colors, symbols, and conventions for graphic representation
(Wolker 1992: 47). Even worse, the lack of standards for items such as
ammunition, weapons caliber, firing mechanisms, telephone equipment,
and military vehicles chronically complicated the production and distri-
bution of replacement parts throughout the war. Government pro-
curement offices initially had not even known the names of reliable
private-sector suppliers and in desperation were forced to ask the Berlin
office of the main engineering association (VDI) for a list of suitable
firms. VDI, which had itself undertaken some standards work as early
as 1860, eventually responded to the plodding and ineffectual incursions
of state procurement offices by establishing a private-sector standards
committee for machinery in Berlin on 17 May 1917 (Buder 1976: 14),
which by 22 December had become a standards committee for all of
German industry (NormenausschuG der Deutschen Industrie: NDI)
(Hesser and Inklaar 1997: 32). Although too late to salvage the German
war effort, the new organization laid the foundation for subsequent
industry-based coordination of standards in Germany.

During Weimar, firms supported NDI against the Economics Ministry,
which together with a peak association of professional/technical soci-
eties established a liberal-statist Reichskuratorium fur Wirtschaftlichkeit
in Industrie und Handwerk (RKW) in 1921. Firms resisted this state
incursion by broadening NDI's work with industry associations into
administration, Handwerk, and science, in 1926 renaming NDI the
German Standards Committee (Deutscher Normenausschufi: DNA).
Rising unemployment, especially from 1929, actually helped DNA in this
rivalry: rationalization measures promoted by RKW professionals were
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accused (along with other things liberal) of contributing to rising unem-
ployment and a widening economic crisis, whereas industry's DNA's
standards avoided such criticism. Although DNA lost any formal inde-
pendence under the Nazis, it continued to operate with no major change
in personnel until destroyed by Allied bombs (DIN 1992: 111-12).

After the war, German firms sought to defend private-sector coordi-
nation against the Occupation by supporting a revived DNA. Almost as
soon as the Occupation ended, business turned to fend off Social
Democrats, who began agitating for greater government involvement in
standardization, especially after their entry into government in the
'Grand Coalition' of 1966-9.5

Business again united to defeat such measures with a series of alliances
that culminated in a contract (Vereinbarung) signed by the Federal
Economics Minister and the DIN president on 5 June 1975 that desig-
nated DIN (assisted by DKE in electro-technology) as the competent
national standards body for the Federal Republic of Germany (Reihlen
1977).6 This was a quintessentially coordinated-market approach to stan-
dardization. The word 'Norm' was from this time effectively reserved to
documents produced in association with DIN.7 The federal government,
implicitly following a Prussian precedent from 1929, declared its inten-
tion to reference DIN standards in legal provisions and to follow DIN
standards in its own administration and purchasing (Buder 1976: 5).
Even German military standards (Verteidigungsnormen) are developed in
accordance with DIN procedures and published by Beuth, the DIN
communications wing. Business coordination through DIN also gained
responsibility for 'the public interest' in safety, health, the environment,
consumer protection, and energy (Voelzkow 1996: 245, 247-8, 254).
Conversely, DIN standardization would be merely reported to the appro-
priate ministry; no ministerial supervision or consultation was required
(Voelzkow 1996: 96-7).

5 Proposals ranged from modest adjustments — publishing all technical standards in a
to-be-added part IV of the federal legal register (Bundesgesetzblatt)—to sweeping plans for
the creation of new public entities such as 'chambers of technology' (Technologiekammem)
staffed by legal experts and engineers, or even a 'technical sub-Parliament' (technisches
Unterparlamenf) (Voelzkow 1996: 227).

6 The organization's name was changed from Deutscher Normenausschufi (DNA) to
Deutsche Institut fur Normung (DIN), thereby gaining an acronym with the same letters
as their already well-known Deutsche Industrie Norm (DIN) standards.

7 A standard not under the DIN purview would thenceforth be known as a technical
rule (technische Regel), a supplier specification (Lieferbedingung), or an administrative guide-
line (Richtlinie).
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In short, DIN coordination became authoritative and binding for virtu-
ally all government and private-sector standardization. The calls for
enhanced public oversight in standardization had been cleverly met with
a public framework that ratified existing private-sector coordination of
standardization. Firms, of course, were delighted with this outcome—a
business-led standards organization had gained greater influence, legal
standing, public legitimacy, and funding, all without becoming subject
to any law on the subject (DIN 1995: 59).8

The strengthened but still decentralized institutional framework for
standardization, in turn, provided German firms with exceptional
scaffolding for inter-firm alliances during the rest of the 1970s and
throughout the 1980s. DIN standards became part of the curricula at
apprenticeship programs, technical colleges, and universities. National
surveys consistently reported DIN name recognition at incredible levels
of well over 90 per cent. Diversified quality production strategies ori-
ginally unleashed by more flexible work agreements within large firms
(Streeck 1989) could suddenly use the ready-made standards framework
to include a widening array of suppliers. German mass producers
and customized producers alike suddenly enjoyed an integrated stan-
dardization framework for the entire economy that set high-level base-
lines, whether for mass-market goods or more specialized products. Both
'autarkic' firms and 'decentralized' firms (cf. Herrigel 1996)—often work-
ing through quite distinct standards committees—utilize a shared and
increasingly reticulated DIN framework as the basis for increasingly
flexible and innovative joint production arrangements.

The prospect of European integration on statist terms spurred German
business to unite once again in defense of coordinated standardization.
By 1985, German firms had pressed successfully for a 'New Approach'
to European standardization, and by the 1990s, DIN had become the
leading sponsor of standards committees at both the European (CEN/
CENELEC) and international (ISO/IEC) levels.

German unification was perhaps the first major change in the German
business environment that—by suggesting regulatory rollback rather
than incursion—has encouraged defection. Simultaneously, in a small
but growing number of instances during the 1990s, large companies (e.g.
Bosch in the automobile industry) successfully demanded that one or
more DIN standards committees be placed under their direct control in

8 Austria, which had created a law regulating standardization (Normengesetz) in 1955,
with revisions in 1971, was a common reference point in these discussions. See Reihlen
(1974, 1977).
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return for continued funding of standards work. Although direct spon-
sorship by a single company violates DIN's long-standing rule that the
appropriate industry association supervise any standards committee,
these new arrangements went unchallenged.

DIN has attempted to adapt to the faster pace of change in informa-
tion technology by creating a fast track for R&D-based anticipatory
standardization (EBN). IT standardization during the 1990s was typically
the preserve of two vertically integrated producers, Siemens and IBM,
and the EBN track met their needs. Slower-changing R&D-based indus-
tries such as micro-technology and nano-technology could also benefit.
However, German software houses, including giant SAP, and other firms
interested in IT interoperability standards, far from uniting behind a
more radical restructuring of the DIN framework, tended to abandon
DIN entirely. Intellectual property posed an unresolved problem, e.g. the
world-famous MP3 audio file standard developed by a Fraunhofer insti-
tute was initially released with no strategy to capitalize on the intellec-
tual property, then later just as clumsily encumbered with claims for
patent license fees.

Far from being caught up in such issues, most of German industry
continues to rely upon the sturdy but somewhat sluggish DIN frame-
work from 1975, now largely transposed to the European and inter-
national level. So far, German firms have not found it necessary to
undergo the wrenching changes in standardization that have meanwhile
taken place, in different ways, in France, Japan, or the United States.

14.4 France

French firms have been sharply divided over whether to pursue a lib-
eral or a coordinated approach to standardization. The character of this
divide has varied, but its persistence has led to a recurrent resort to
'surveillance liberalism' (Burrin 1995)—whether Bonapartist or Gaullist
—in which firms accept third-party monitors backed by the state rather
than pursue either fully liberal or fully coordinated strategies.

The Revolution divided French business for two centuries in ways that
tainted both liberal and coordinated solutions; the code-based legal
system often became the default locus of standardization. Excoriated by
the Loi Le Chapelier (1791), industry associations faced especially inhos-
pitable conditions: progressive industrial sectors thereafter tended to rely
on the liberal atomism of patron corporate governance (Jones 1986). Elite
professionalism in technical standard-setting was much stronger in
France than in Britain (Kindleberger 1976), aided in part by a system of
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pantouflage (mid-career retirements into top private-sector jobs) that
'produced a loyalty which was astonishingly similar to, and perhaps
stronger than, loyalty to professions in societies like the United States
and Great Britain' (Silberman 1993: 156). However, at non-elite levels of
society 'organizational' rather than professional rationality was charac-
teristic (Silberman 1993: 82); inter-firm coordination was more common,
but the sectors were more traditional, even backward-looking.

French firms were also divided over which sorts of markets to pursue.
Standards for low-end imperial markets mattered more than in Germany
but less than in Britain—the French empire was only one-fourth as large
as the British—while standards for the sophisticated markets of neigh-
boring Belgium, Germany, and Switzerland played more of a role than
was the case in Britain. While Germany moved toward private-sector
coordination toward the end of World War I, France moved in the oppo-
site direction, establishing a state standards body (Commission Perma-
nente de Standardisation: CPS) in 1918, whose first standard did not
appear until 1920. Support for CPS evaporated by 1924, and in 1926 firms
established a private national standards organization (Association
Francaise de Normalisation: AFNOR). By the end of the 1920s, AFNOR
had only a single engineer on staff compared to sixteen at its German
counterpart (AFNOR 1970; Kuisel 1981: 66, 86, 293).

Eager to preempt more direct intervention during the Nazi occupa-
tion, French firms—with mediation from the Vichy state — developed a
more coordinated approach to standards. In August 1940, with the
northern parts of France under direct occupation, French business organ-
ized Paris-based sectoral organization committees (comites d'organisation:
COs) with public power to impose dues and propose sanctions. A coord-
inated approach to 'collaboration' even seemed to bring technical gains;
by early 1941, routine bilateral conferences to harmonize French and
German standards were giving French firms unprecedented glimpses
into German technology (Burrin 1995: 234-5).

As the struggle for materials and mere survival in a wartime econ-
omy intensified (Vinen 1991: 143-5), the Vichy government intervened,
with support from firms such as Peugeot. The standardization decree
of 24 May 1941 (confirmed by a 1944 ordinance) interposed Vichy
government supervision of standardization against (1) German domina-
tion of French firms in the occupied northern zone, and (2) increasing
company opportunism throughout France. A standards commissar
(commissaire general a la normalisation) was created to oversee the liaison
between private standardization and the state, and the state supposedly
approved the opening or closing of any standardization project, the
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appointments of all key personnel, and even the scheduling of meetings
(Lukes 1979: 310).

Ironically, the Vichy approach to standards lasted four decades beyond
Liberation. During Vichy, French firms 'had become accustomed to see
their affairs administered by competent professionals' at the COs — over
half of the CO members seem to have been polytechniciens (Jones 1986:
10)—so while industry associations were regarded as Nazi collaborators,
'outside' professionals — often the same people who had staffed the COs
during the war—continued to run post-war standardization (Ehrmann
1957: 81).9 French firms liked technocratic mediation since it gave them
explicitly political allies. The coalition behind the alternative French stan-
dard for color television standard (SECAM: Sequential Color with
Memory) in 1960 is perhaps the best-known example (Crane 1979), but
technocratic mediation was very widespread. The famous 'Label Rouge'
standards for high-quality agricultural products created in 1960 by the
Agriculture Ministry demonstrate mediated standardization in a very
different industry.

The arrival of a left-wing government in 1981 presented the first
serious challenge to the Vichy settlement. After lurching unsuccessfully
in more statist directions, the Socialists turned to cultivating self-devel-
opment within each technological/i7zere; French firms eager to get beyond
the increasingly ossified dirigisme of the center-right and expand into
Europe lent some support. In a retreat by the state so drastic that perhaps
only a Socialist government could have carried it out, much of the state's
supervision of standardization shifted to AFNOR in 1984. The Vichy-
created Commissaire a la Normalisation ceased issuing new 'registered'
standards (normes enregistrees).10 Detailed national regulation of stan-
dards was replaced by a 'nouvelle approche' that placed more authority
with AFNOR; simultaneously, French firms successfully backed a com-
parable 'New Approach' at the European level (Pelkmans 1987).

The process set in motion under the Socialists continued without them.
In 1992, the state standards policy organ (Conseil Superieur de la
Normalisation) was abolished and its functions were transferred to
AFNOR. The proportion of AFNOR's standards development devolved
to the external bureaux de normalisation (BNs) rose from one third in 1980
to one half in the 1990s.

9 The contrast with German industry associations is stark. German associations had
been newly reconstituted both during and after the war, had an unusually high degree of
legitimacy and influence conferred by the post-war Basic Law, and readily became leading
stakeholders in modernization.

10 By the late 1990s, most existing 'registered' standards had been replaced.
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Despite this cascade of devolution, standardization remained subject
to mediation by the state: the couple dozen Vichy-era bureaux de normal-
isation (BN) retained their designation as part of the 'service publique/
and state funding continued to flow to AFNOR and the BNs (AFNOR
1970). Direct state support for AFNOR remained almost twice as large
as comparable funding in the UK and 50 per cent larger than in Germany.
Government officials continued to issue general directives defining
public policy on the subject of standards and to attempt to ensure the
coherence of the various standards activities (Igalens and Penan 1994: 18
-22). Ministry officials continued to engage in regular reviews to decide,
for example, whether the government would overrule a standard estab-
lished by AFNOR, or even by the EU.

Ultimately, standards mediation became more complex. With four
levels of 'strategic' personnel—the state, the AFNOR directorate, twenty
strategic sectoral committees (COS), and thirty-eight administrative
committees—their leading task often became merely interacting with
one another. Unlike the several hundred German associations working
with the DIN framework, the few dozen BNs in France have never oper-
ated according to common organizational principles. Eleven are indi-
rectly supervised by private industrial associations, six are independent
professional organizations, and ten are further mediated by state-
supported centres techniques (CTs) (see Ehrmann 1957: 336-9).

Despite the 'new approach', the vast majority of French firms partici-
pating in standardization still regard it as burdensome and a pestering
annoyance (Duffaux 1995:15). Nonetheless, they stay because state incen-
tives keep them there. In 1992, for example, tax write-offs became avail-
able for expenses related to participation in AFNOR standardization,
with the result that the number of 'participants' in French standardiza-
tion suddenly rose to German levels.

French firms are embedded in a shifting, heterogeneous environment
for standardization where strategic mediation sometimes offers rewards
greater than those from mere markets or inter-firm coordination. Thus,
French firms are especially prominent in industries where this sort of
mediation is most pronounced, e.g. volume production by 'national
champions', luxury goods, and 'high infrastructure' sectors, especially
transport and communication. World leaders in the smart card industry,
for example, Schlumberger and Gemplus, benefited inadvertently from
French regulations on ordinary checking accounts and were nourished
for many years on infrastructural contracts for public telephone and
transportation companies.



Varieties of Standardization 459

Standardization incentives are mixed, often high both for 'participate'
and for 'defect.' Third-party professionals, both in and out of the state
(regional governments add an additional wrinkle), generate exogenous,
'mission-oriented' pressures for standardization, yet the availability of
state mediation also attracts firms seeking standards-based trade protec-
tion and other tactical advantages. French firms have sometimes success-
fully used the state to gestate a mediated form of coordination, yet just as
often their umbilical cord to the state, attenuated but still uncut, contin-
ues to choke off a more fully coordinated approach to standardization.

14.5 Japan

Engrossed during most of their history with the challenges of catch-up
industrialization, Japanese firms supported a coordinated approach to
standardization that relied less upon liberal professionalism than any
other advanced country. Firms favored rapid incremental innovation
strategies based on bottom-up coordination. Reflecting these preferences,
they developed a layered approach to standards, sometimes in intricate
alliance with ministry officials, starting at the shop floor and rising
through keiretsu groups, industry associations, national standards, and
even international standards (JISC 1994). As a result, relatively well-co-
ordinated oligopolistic races to set and use standards have been a central
feature of Japanese capitalism.

Japan's 'bottom-up' approach to standards was rooted in the way Meiji
Japan's political revolution 'from above' reconfigured the old polycen-
tric daimyou political economy. Multiple and newly uprooted centers of
political and economic power coalesced during the Meiji period to form
competing zaibatsu conglomerates in new industries. A national stan-
dards office was established in 1921, thereby giving Japanese firms a way
to monitor such organizations in other countries, but inter-war zaibatsu
remained far more focused on standardizing company-level workplace
practices (hyoujun-ka) rather than on development of a nationally unified
set of formal standards (kikaku-ka) (cf. Johnson 1982: 27, 31). Zaibatsu
rivalries—e.g. open sponsorship of different political parties—tended to
overshadow efforts at broader coordination.

During two decades of anti-zaibatsu radicals, militaristic coercion, and
foreign occupation, however, most Japanese firms learned, in alliance
with elite bureaucrats, to form strong associations modeled on those
in traditional industries. As in Germany, older social relations could
be adapted to serve new purposes: guilds in sophisticated traditional
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industries such as textiles (cf. Rosovsky 1961) were reinvented as indus-
trial associations. During the war, and again following zaibatsu dissolu-
tion by the post-war Occupation, these associations became the model
for industry-wide standards coordination in all industries—albeit often
with an exceptional 'maverick' firm willing to bear the high costs of 'exit'
from industry association governance (Noble 1998).

Yet the older oligopolistic rivalries also persisted, somewhat rational-
ized, in the form of vertical and horizontal keiretsu. Keiretsu alliances, in
turn, created competition in which the rapid diffusion and elaboration
of standards became central. Shop-floor workers became responsible for
iteratively documenting, and incrementally revising, the standards
governing their own work (Nakamura 1993). Standards campaigns by
the Japan Standards Association (JSA), a public foundation (zaidan houjiri)
with ministerial approval dating from 6 December 1945, targeted pro-
gressively smaller firms and attracted widespread interest as large firms
sought to rationalize their vertical keiretsu supply chains (JSA 1995).

A striking feature of inter-firm coordination in Japan is that the
national standards organization and representative to international stan-
dards meetings remains a government ministry.11 Placing ultimate
responsibility for standards coordination with the Japan Industrial
Standards Committee (JISC), a section within the Ministry of Inter-
national Trade and Industry (MITI), has had—in combination with coord-
ination by Japanese business itself—at least four significant consequences.
First, the Japanese form of coordinated market capitalism has relied
more heavily on regulations and administrative guidance. Both Germany
and Japan were quick to integrate regulatory and voluntary standards,
but where they draw the line differed. In Japan, the total number of
national voluntary standards has remained relatively small, and the
state continues to regulate many areas directly. In Germany, voluntary
national standards are far more numerous and have themselves become
the technical content referenced in a broader range of regulations.

Second, firms can pursue coordinated standardization in a somewhat
more targeted and strategic fashion. As with MITI as a whole (cf. Johnson
1982), JISC is less a regulatory agency than a small 'think tank' (ninety
people) to help firms to coordinate long-term standardization. It has
issued national five-year standardization plans regularly since 1961;
other advanced countries, by contrast, typically have only a two- or

11 For years, the only other OECD (i.e. 'advanced') countries represented at ISO by state
officials were Turkey, Portugal, and Finland. However, recent OECD entrants including
Mexico, the Czech Republic, Poland, Hungary, and South Korea have all sent representa-
tives from state-run standards organizations to ISO.
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three-year planning horizon and make little or no effort to link advanced
research with standards development (cf. Bogod 1989: 33). JISC provides
overall coordination for work that is typically initiated, undertaken, and
supported by firms acting through one of several hundred industry asso-
ciations. The 'self-regulation' (jishu kisei) of Japanese industry associa-
tions differs from the 'self-administration' (Selbstverwaltung) of German
industry associations because in Japan virtually all major industry asso-
ciations are 'approved' associations (shadan houjiri) whose top staff are
overwhelmingly early retirees from MITI (Tate 1997). Well-institutional-
ized 'old boy' ties (Schaede 1995) link JISC officials with their 'retired'
MITI colleagues at industry associations. These links have enhanced the
ability of firms to accelerate inter-firm coordination. Firms also develop
a substantial, though nowhere meaningfully totaled, number of special-
purpose national standards, with varying degrees of involvement from
JISC, in quality control commissions, meetings of company presidents,
research consortia (kenkyuu kumiai), ad hoc commissions, and founda-
tions (zaidan houjiri) such as the Japan Information Processing Develop-
ment Center (est. 1967, 240 staff). Projects that span several sectors (e.g.
adoption of ISO 9000 standards as JIS standards) are tunneled through
the Japan Standards Association (JSA), while those requiring more
preliminary research can be hosted at one of the research labs run by
MITI's Agency for Industrial Science and Technology (AIST) or a
specially designated private or quasi-governmental institute.

Third, Japanese standards, particularly in conjunction with government-
sponsored testing and certification, have readily served as trade barriers
against imports. During the first five years after the Occupation—a
period Johnson (1982) described as MITI's 'golden years'—the number
of JIS standards had leapt from 2,509 to 4,561, further increasing to 5,831
standards by 1962 and 6,681 standards by 1967. With increasing trade
friction over Japanese standards, however, the production of national-
level standards began to stagnate, increasing only 8 per cent between 1975
and 1989 before declining absolutely in the 1990s (Fukuhara 1994: 91-
101). Japanese firms supported the GATT Standards Code Agreement
on Technical Barriers to Trade (TTB) in April 1980, as a way to reduce
European technical barriers to trade (Lecraw 1987), but they also hoped
to devolve their own potentially controversial standardization activities
from the national level—where they were more conspicuously actionable
under international agreements—to industry associations.12 Obstacles to

12 In 1997 the Industrial Standardization Law was amended to eliminate JISC prelim-
inary assessments of draft standards sponsored by industry associations.



462 Jay Tate

foreign participation in JISC declined,13 but so did the importance of JIS
standards.

Fourth, standards have served as a nationalistic 'sword for Japanese
exports' (Stern 1997: 83). Coordination has enabled more rapid innova-
tion and massive export drives which together make it possible to domi-
nate an industry, e.g. facsimile machines, computer displays, and data
storage technology. In the most successful cases, such as facsimile stan-
dardization, Japanese firms coordinated not only in the development of
a clear national standard but also on a more flexible strategy for inter-
national standardization while firms in other countries rarely developed
pronounced national positions at all (Schmidt and Werle 1998: 204).
When Japanese standards did not spread beyond Japan, e.g. medical
imaging (Yoshikawa 1997) or cellular phones, those tended to be indus-
tries where Japanese coordination was confronted by an equally coord-
inated approach, usually emanating from Europe.14

Standards races are an ongoing, but changing, feature of Japanese
capitalism. Into the 1980s, firms coordinated on standards within
industry associations or research consortia (kenkyuu kumiai) — often fertil-
ized with a bit of start-up money from a government ministry—
competing with one another based on manufacturing, added features,
and marketing. Coordination allowed individual firms to develop
complementary standards. As interoperability and network effects became
more important over the 1980s, however, such coordination became less
sustainable, and standards races began to enter the marketplace. Com-
panies increasingly sought the advantages of tacit knowledge and market
tipping from having an in-house standard triumph over rival offerings
(cf. Gallon 1995).

Video presents a good overview of the change. Whereas the Electronics
Industries Association of Japan (EIAJ), with urging from MITI and the
Ministry of Education, successfully set uniform standards for profes-
sional-quality video cassette recorders, by the time of consumer video
standardization, even vigorous last-minute intervention from MITI in

13 In 1983, non-Japanese firms were allowed to participate in JIS drafting committees; in
1985, non-Japanese firms were allowed to propose JIS drafts and attend Technical
Committees and Division of Council meetings; only in 1987 were non-Japanese firms
allowed to participate in Technical Committees as Registered Members.

14 In medical imaging, Japanese government and industry association coordination
behind the Image Save & Carry (IS&C) standard challenged a standard originally devel-
oped by professional associations in the USA (ACR/NEMA), but it faltered when the US
standard was extensively modified by the European standards organization (CEN), was
issued as the Digital Imaging and Communications in Medicine (DICOM) standard in 1994,
and went on to become the accepted standard everywhere outside Japan.



Varieties of Standardization 463

1976, though winnowing the four contending standards down to two,
was unable to forestall the decade-long market contest between Betamax
and VHS (Gabel 1991: esp. 64-5; Noble 1998: 96-100). A delicate balance
between coordination and oligopolistic competition was beginning to tip
toward greater competition. Across a growing number of Japanese
product markets, standards races, while still bounded by coordination,
increasingly left competing standards in place for many years, e.g.
cellular telephones, compact VCR tapes (Sony vs. Matsushita), or game
machines (Nintendo vs. Sega vs. Sony). Coordination is more likely to
involve companies pursuing alternative standards as part of a larger
project; for example, in the Real Internet Consortium's next-generation
router project, Hitachi pursues a supercomputer-based approach, while
NEC tries parallel processing.

Increasingly networked product markets and the declining value of
nationalistic standards—Japanese companies themselves increasingly
disagree about the value of maintaining distinct national standards (Stern
1997)—have encouraged Japanese firms to utilize international stan-
dards more aggressively. Japanese firms initially criticized ISO 9000
standards as a redundant expense, for example, but by the late 1990s
Japanese firms had become the leading holders of ISO certifications
worldwide: companies such as NEC and Mitsutoyo had discovered not
merely that certification improved market access, especially in Europe,
but that by developing their own ISO certification services, they could
use those services to create new tie-ins and incentives to increase the
market penetration of their core businesses (Stern 1997: 82-3). In short,
on top of long-standing company-level, industry association, and
national-level standards coordination, Japanese firms have increasingly
integrated international standards within their overall coordination strat-
egies. The best firms have made the transition smoothly, but for others
the effort to make international standards more central to corporate
strategy has merely diminished Japan's utility as a first-stage launching
market. The future of Japanese-style coordination will depend, ironically,
on firms successfully making that transition.

14.6 United States

US firms have supported an approach to standards that is by far the most
institutionally heterogeneous and fragmented of all advanced industrial
countries. Whereas firms in other countries have a peak standards organ-
ization that supervises the development of a broad majority of national
standards, US firms have never united behind more than an accreditor
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of other standards organizations: the American National Standards
Institute. ANSI is forbidden to develop any standards by its charter, the
accreditation it offers is merely optional, and it is the only national stan-
dards organization in the world that receives no regular and direct
governmental support. US government agencies, both at the federal and
the state levels, far from making use of private-sector standards, have
traditionally exacerbated standards fragmentation by developing their
own alternative standards. Only during the 1990s did the US Depart-
ment of Defense (DoD), which is the single most prolific standards
organization in the United States, begin to wean itself from an insistence
on special-purpose standards for military applications—e.g. specialized
machine-tool standards for the US Air Force (Noble 1984)—that was
perhaps the leading cause of standards fragmentation in the USA.15

(Because military standards in Britain, Germany, Japan, and even France
relied heavily upon NATO standards transposed from the US DoD, stan-
dardization in those countries was never affected by defense require-
ments to the same degree.) The top fourteen US standards organizations
account for only 85 per cent of all formal standards (Toth 1996: 176).

For decades many of the foremost formal standards organizations in
the USA did not bother to affiliate with ANSI. The single largest private-
sector standards organization in the USA, the American Society for
Testing and Materials (ASTM), withdrew from ANSI for over a decade
in protest against ANSI's allegedly lax accreditation procedures,
returning only in 1995. Ninety per cent of US standards were not issued
as American National Standards that year, 50 per cent of the 400 stan-
dards-developing organizations in the USA were not accredited by ANSI,
and over a quarter of all standards in the USA were not even issued in
accordance with ANSI accreditation.

The liberal, uncoordinated approach to standards in the USA was
shaped by antitrust laws (1890) that hindered cooperation within
industry associations but encouraged firms to merge, giving rise to a
'managerial' version of liberal capitalism (Lazonick 1991: 31-6) in which
inter-firm standards became intra-firm standards. Standards became
primarily the responsibility of professional (what Frederick Taylor called
'scientific') managers within multi-divisional corporations, who naturally
favored self-certification ('manufacturer's declaration') — a preference
they have more recently sought to impose on standards outside the USA

15 As defense contractors began to develop significant markets outside the defense
industry during the mid-1980s, they began to urge the DoD to make greater use of private-
sector standards. The Technology Transfer and Advancement Act of 1996 is the most recent
effort to align US government standards with private-sector standards.
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(National Research Council 1995). Two-thirds of all formal consensus
standards produced in the USA come from professional organizations
compared to only one third from industry associations.

Two early efforts to achieve broader US standards coordination col-
lapsed in quick succession. Herbert Hoover, both during his long tenure
as Secretary of Commerce (1921-8) and later as President, had favored
an increased role for the Commerce Department's National Bureau of
Standards (NBS). Roosevelt Democrats, whether for partisan reasons or
merely under Depression budget pressures, abandoned Hoover's quasi-
statist approach in 1933 by defunding most NBS standards efforts.
However, Roosevelt's preference for a coordinated-managerial approach,
with elements resembling Italian fascism, collapsed just as quickly due
to court challenges (Garcia 1992: 533). Courts have remained a major
influence on US standardization, not only because of antitrust but also
due to rising judicial activism in product liability cases during the 1960s
and 1970s.

Complaints about the liberal, uncoordinated approach to US standards
continued in later decades (see US Senate 1975: 1; Garcia 1992: 534; OTA
1992), but despite major proposals (e.g. in 1968, 1974, 1980, 1994) to
enhance standards coordination, US firms could never agree on a single
framework that would accommodate the enormous heterogeneity in US
standardization. Indeed, rather than reduce fragmentation, the charac-
teristic American response has been to treat it as a commercial oppor-
tunity. A largely US-based service industry, led by Global Engineering
Documents/Information Handling Services, has developed that is
devoted simply to finding relevant standards for retail customers. ANSI
established an electronic National Standards System Network (NSSN) in
1994, but by 1998, the NSSN itself had become another commercial
service.

As with the British quality management standard, some of the most
outstanding examples of formal standards coordination in the USA were
originally government initiatives. Internet standards such as TCP-IP
nourished by ARPANET and NSFNET are perhaps the most famous and
successful example. Nonetheless, during the 1990s, a striking reversal
took place: US firms' liberal approach to standards began to be seen as
a strength. Europeans began complaining that the fragmented approach
to standards in the USA constituted an unfair advantage in trade (Holm
1996; Nicholas 1996) even as US officials began to praise the lack of central
coordination (e.g. the US Deputy Secretary of Commerce, in Leuteritz
et al. 1999: 67).

This reversal followed from a fivefold shift in US standardization. First,
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the character of cutting-edge standards work changed. The government-
sponsored16 Internet Engineering Task Force (IETF) pioneered a new,
just-in-time approach to standards that made traditional trade-offs seem
obsolete: it was faster yet also more thorough; participants use the
Internet itself as an ongoing test bed while requiring demonstration that
at least two working implementations of any proposed standard can in
fact inter-operate before the standard is accepted (Nielson 1996: 38). IETF
standardization was more intensive, since it could take place throughout
the year, yet also more inclusive, since it was open to all interested indi-
viduals. IETF also inspired the creation of other formal organizations,
most notably the World Wide Web Consortium (W3C), a company-mem-
bership consortium hosted at MIT17 that maintained a strong commitment
to open, consensus-based standards (e.g. HTML, HTTP, XML) in part
because many W3C participants were simultaneously involved in IETF.

Second, decades-long efforts to regulate the monopoly power of AT&T
and IBM gradually transferred areas of standardization previously con-
trolled by the 'Ma Blue' duo to a larger range of firms. These include:
Microsoft (Plug and Play; Simple Object Access Protocol), Intel (Mobile
Data Initiative), Sun (Java), Apple (FireWire), Xerox (Ethernet; XrML),
Cisco (Web Content Caching Protocol), Unisys (LZW image compression
for GIF files), Adobe (PostScript), Macromedia (Flash), and AOL (Instant
Messenger). In addition, as the range of participants expanded, US
firms found that the multiplicity of US standards organizations offered
numerous opportunities to experiment with formal just-in-time stan-
dardization.

Third, a loosening of antitrust regulation, granted most prominently
under the 1993 National Cooperative Research and Production Act
(NCRPA), made it safer for US firms to abandon formal standards or-
ganizations entirely to create a variety of informal standards alliances
(known variously as consortia, forums, clubs, coalitions, and ad hoc stan-
dards groups), and thereby engage in even more wide-ranging experi-
mentation. At least 150 such standards groups had been formed in the
USA by the mid-1990s (Toth 1996: 171). Some consortia differed little
from formal organizations, but many deliberately aimed to develop
limited consensus standards under the control of a few large companies.
Intel and Microsoft each sponsored several dozen standards consortia,
often called 'initiatives.' Big contributors might receive director seats,
special voting privileges, earlier technical access, and greater access to

16 National Science Foundation subsidies to IETF continued until 1995.
17 W3C later added branches at INRIA (France) and Keio University (Japan).
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any resulting licenses; smaller firms might join, if at all, only as observers
with highly restricted rights. Consortia can work quickly, but they are
also much more expensive than a traditional standards organization
(which relies heavily on volunteerism). At many consortia, initial contri-
butions of $25,000 to $50,000 per firm are not uncommon, amounts that
are hundreds of times larger than the nominal contributions firms make
to formal standards organizations such as ASTM (Cargill 1997«: 145). The
Open Software Foundation, an early consortium founded by DEC, IBM,
and HP in 1988, had initial funding of $121 million, an amount equiva-
lent to ANSI's entire information technology budget for thirty-five years
(Cargill 19970: 130).

Fourth, aided by a Patent Office and appellate judiciary increasingly
and almost uniquely eager to say 'yes', US firms found themselves in a
gold rush over intellectual property stakes to the standards they (or their
competitors) generated. Control of 'owned but open' standards (Borrus
and Zysman 1997) became a central pillar of strategy for many leading
US firms (Betancourt and Walsh 1995).

Fifth, leading-edge markets became network markets. De facto stan-
dard-setting by a single dominant firm had a long and prominent history
in many US sectors, but as the number of firms seeking to control stan-
dards increased, several types of complex standards wars broke out.
These sometimes took the form of /battle-of-the-sexes' competitions
in which the two sides were reluctant to cooperate simply because they
preferred different standards, e.g. the cellular telephone competition
between Qualcomm's CDMA versus AT&T's TDMA. Other times, the
rivals also differed over what role any standard would play in their over-
all business strategy, as when a dominant firm seeking to exploit a pro-
prietary standard was challenged by one or more lesser firms favoring
more 'open' standards.

US companies have developed a vast armamentarium of ways to favor
'open' standards while retaining some sort of proprietary advantage (cf.
Cargill 1997«). Sun Microsystems, for example, sought to have its tightly
controlled, in-house development of Java software formally recognized
as an international standard, first by ISO, then by ECMA. For Sun, 'open-
ness' consisted in gaining the imprimatur of a formal organization for
standards that Sun would continue to develop internally. Netscape went
further, establishing a consortium (Mozilla.org) in 1998 that gives
outsiders access to pieces of proprietary source code in products such as
the company's Communicator browser in the hopes that including
people outside the company will help develop a better product and
stronger brand than could Netscape alone.
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Microsoft's dominance in proprietary operating system standards has
placed it on the conspicuously proprietary side in a number of prom-
inent contests: its NT operating system versus Sun's UNIX-based oper-
ating system, its integrated browser versus Netscape's open-code Mozilla
project; its Media Player Active Streaming Format streaming media stan-
dard versus RealNetworks Real Time Streaming Protocol. However,
where firms standardize depends on how they are situated. Microsoft
itself has sought help from the IETF when promoting a more 'open' stan-
dard against AOL's proprietary control of the two leading instant
messaging standards (IM and ICQ). Autodesk's proprietary standard for
computer-aided design (DWG) was challenged by an OpenDWG
Alliance led by Visio, a firm that was shortly thereafter acquired by
Microsoft. AOL reversed its long-standing advocacy of 'open access' to
cable after merging with cable leader TimeWarner.

For US firms, standards are less the solution to a collective action
problem than a new and sometimes decisive competition over the
sources of proprietary advantage (Shapiro and Varian 1999). Formal stan-
dards organizations matter less than informal standards consortia—
whether closed or relatively open—and standardization centers less
around what standard is chosen than around who controls the standard.
US firms have pioneered a competitive rather than coordinated approach
to standards that responds well to increasingly global markets, the
importance of rapid innovation, and the increasingly enormous costs of
solo product development. However, the sustainability of US-style stan-
dardization is challenged by the more coordinated approaches favored
in much of the rest of the world.

14.7 One World? Liberal or Coordinated?

The world shows no sign of developing a single approach to standard-
ization, so it is useful to disentangle the several lines of division more
explicitly. Within Europe, the principal contrast is between the liberalism
of British firms, the coordination of German firms, and the reliance on
state and professional mediation by French firms. British firms, favor-
ing price competition and open markets, support the use of generalized
management standards in place of specific product and process stan-
dards. European unification has helped British firms 'export' their gener-
alized management standards to the continent while they remain free
to ignore the more specialized and detailed Continental standards,
whether because the imported standards are voluntary, are neutralized
by mutual recognition agreements, or involve industries where Britain
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Georgia is entering a period of transition, with parliamentary and presidential elec-

tions due in 2012‒2013, after which a new constitution will take eff ect. Th e current 

government has made good progress in building a functioning state that delivers 

services to citizens, but Georgia’s economic picture is increasingly uncertain. 

Th e governing elite, led by President Mikheil Saakashvili, has no serious do-

mestic political opposition but faces the challenge of how to re-invent itself. It suf-

fers from an accountability gap and risks turning Georgia into a one-party state. 

After years of governing in an informal and improvisational way, the Geor-

gian government needs to build institutions and choose a long-term development 

model. Th ree ideas pull Georgia in diff erent directions. One is a conservative tradi-

tional conception of “old Georgia,” which commands respect but off ers little as an 

economic or political model. A second idea, envisaging Georgia as another “Sin-

gapore” open to worldwide investment, has many supporters, especially from the 

still infl uential libertarian group who believe that Georgia needs maximum de- 

regulation. But foreign investment is currently falling in Georgia and this model 

would not solve deep problems such as rural poverty and high unemployment.

Th e European Union (EU) off ers a third path, with a prospective Deep and 

Comprehensive Free Trade Area that would off er privileged access to the EU 

single market in return for institutional reform. Th is path would require the gov-

erning elite to surrender both political and economic power. Th e EU has sold the 

idea poorly and will need to off er more foreign technical assistance to ease the reg-

ulatory burden it will impose. But it off ers Georgia the best hope of long-term 

 development and a European anchor.  

Summary
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Introduction

Georgia is entering a period of political transition. It could be called a third phase 

of what has been a turbulent decade. Th e fi rst phase lasted from 2004 to 2008 in 

the aftermath of Georgia’s peaceful Rose Revolution, which brought a new genera-

tion to power. A second phase came with the August 2008 war with Russia and the 

subsequent international eff ort to stabilize Georgia. Now the country will undergo 

parliamentary and presidential elections in 2012 and 2013, after which a new consti-

tution will be introduced that will change Georgia’s political structure. With this, 

the Rose Revolution generation faces the test of how and if it will be renewed. 

Th e state of the economy will largely determine how stable the country is and 

how the government fares in the coming years. Th e economic situation looks very 

uncertain. In a poll, most Georgians cited economic issues, chiefl y jobs and rising 

prices, as their major concerns, ahead of the question of confl ict with Russia and 

the disputes over Abkhazia and South Ossetia.1 

Georgia’s economy performed extremely well from 2004 to 2008. Real incomes 

grew substantially, and foreign investment began to fl ow in. However, this rapid 

transformation bypassed several social groups and poverty and unemployment 

remain fi rmly entrenched in much of society. More recently, the shine has also 

begun to come off  Georgia’s reputation as a super-liberal economy, as foreign direct 

investment (FDI) has declined and many businesses complain of harassment by the 

tax authorities. In the meantime, most of the big direct foreign assistance packages 

provided to Georgia after the August 2008 war have been spent. Although growth 

fi gures in early 2011 were healthy, the economy runs a substantial trade defi cit and 

is vulnerable to external factors. “Th e government doesn’t have its own resources, 

and everything has to come from either private investment or foreign technical 

assistance,” says Eric Livny, an economist with the International School of 

 Economics at Tbilisi State University.2
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Georgia needs a long-term economic development model. It needs to build 

up institutions and tackle the problems that it has not yet faced properly, chiefl y 

high levels of poverty and unemployment and its low export capacity.  President 

Mikheil Saakashvili and his government, never short of ideas, have proposed 

not one but several models. Th e president has said he intends to make Georgia 

the  “Switzerland of this region with 

elements of Singapore,” but also that 

he is committed to integration with the 

European Union. Stating these very 

diff erent goals, he is transmitting mixed 

messages. When he invokes the model 

of Singapore, the president is talking 

about making the country a “business 

hub” with a highly deregulated economy. 

Europeanization off ers a diff erent path of regulation, standards-setting, and 

adopting Brussels as an anchor. Occasional references to Estonia, a liberal economy 

within the EU, show an awareness that this circle needs to be squared, but this 

point of reference shows how far Georgia is from the major institutional and 

 economic transformation that Estonia underwent in the past two decades.

Th is is a political issue as well as an economic one. Georgia’s current young 

government elite, which took power in 2004, has been eff ective at pushing through 

many reforms and is proud of its decisive style. “We have lost so much time and we 

need to catch up,” says Giga Bokeria, the main strategist for the president and now 

the secretary of Georgia’s National Security Council.3 But to a large degree the 

governing elite has remained in revolutionary mode—a small dynamic group of in-

dividuals who show little interest in consulting with Georgian experts or the public 

at large. Although Georgia is still a pluralist country by nature, this small group 

now runs a system that lacks domestic checks and balances. 

Obviously, this heavy concentration of power in the hands of a few puts great 

responsibility on Georgia’s leaders to act wisely. It also puts great responsibility on 

Georgia’s Western partners, which, absent strong domestic checks and balances, 

become by default the main actors infl uencing the decisions of the government. 

Th e European Union in particular has the capacity, through both greater incentives 

and strong conditionality, to push Georgia in a more European direction. Here, 

an opportunity could be missed. Many Georgians’ attitudes toward Europe are 

warm but extremely fuzzy, while there is still a strong group that regards the EU 

as a bureaucratic trap for Georgia. One leading thinker in this ultra-liberal group, 

Kakha Bendukidze, goes so far as to label as “betrayers”  Georgians who call for 

greater regulatory approximation with Brussels.

Georgia needs a long-term 
economic development 
model and needs to build 
up its institutions.
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Despite Georgia’s problems, it is important to stress that the country remains 

in many ways a positive example, compared with other countries in the post-So-

viet space. It is to the credit of Georgians that Georgia has choices about its stra-

tegic direction and is not just set on a linear trajectory of “more of the same.” Th e 

government still has the capacity to surprise and to unveil positive initiatives. But, 

far more so than a few years ago, Georgia now faces real dilemmas whose resolu-

tion will determine how the country develops. A foundation has been laid, but, as 

choices are made about what kind of state Georgia constructs, there are real dan-

gers that good work will be undone and negative tendencies will be entrenched. 
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State Building in Georgia

Georgia has a long tradition of non-conformism. Set apart from many of its neig-

bors by geography, language, and culture, the country has strong and distinct tra-

ditions that have led it on occasion to isolationism and bold experiments. In the 

late Soviet period, Georgia had a reputation as one of the most prosperous and rel-

atively liberal parts of the USSR. Th en in 1990 Georgia’s fi rst post-Soviet president, 

Zviad Gamsakhurdia, took the country down a ruinous path of extreme national-

ism and isolation. Th e central government collapsed, war broke out in the region of 

South Ossetia, and much of the country was taken over by criminalized paramili-

tary groups. Gamsakhurdia’s successor, Soviet-era veteran Eduard Shevardnadze, 

took charge once again in 1992. He tamed the warlords and brought the newly in-

dependent state back from the brink of collapse. He negotiated a peace agreement 

in South Ossetia, but also fought and lost a confl ict over another breakaway region, 

Abkhazia. Shevardnadze presided over an era characterized by a free press and a 

lively parliament, but also poverty and endemic corruption.

In November 2003, Shevardnadze resigned in the face of the peaceful Rose 

Revolution, a wave of popular protests triggered by a falsifi ed election. Th e most 

prominent revolutionary leader, Mikheil Saakashvili, a former protégé of Shevard-

nadze, was then elected Georgia’s president by a landslide, becoming the youngest 

head of state in Europe at the age of just 36. On January 24, 2004, the day before 

his inauguration, in a deliberate act of symbolism, Saakashvili visited the tomb 

of Georgia’s eleventh-century monarch David the Builder in western Georgia to 

suggest that he was the new Mikheil the Builder. He said, “At the grave of King 

David we must all say: Georgia will be united, strong, will restore its wholeness 

and become a united, strong state.” 4

Saakashvili now argues that the situation he inherited from Shevardnadze was 

a “failed state.” In March 2011, he told a Washington, D.C., audience:
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[In 2003] Georgia was a classical failed state. And bureaucracy was 

killing any initiative in the society. Th ere was crippling poverty, seri-

ous inadequate infrastructure, and an economy shackled by corrup-

tion. As you know, the peaceful, popular revolution brought to power 

a young team of reformers that I happen to lead. Th e situation back in 

Georgia was so catastrophic that we had to build our state almost 

from scratch.5 

Arguably, Saakashvili’s most radical reforms took place in his fi rst year in offi  ce. 

A series of oligarchic fi gures who had dominated the economy during the Shevard-

nadze era were arrested, often in view of television cameras. Once in jail, most of 

them agreed to plea bargains in which they off ered millions of dollars to the state 

budget in return for their freedom. As a result of this, and the introduction of a fl at 

tax rate of 12 percent, tax collection rates soared and the budget expanded eightfold 

by July 2006, to $3 billion. In the summer of 2004, the entire staff  of the notori-

ously corrupt traffi  c police—around 13,000 people—was fi red and a much smaller, 

better-paid, more honest organization was created in its place. Th e police force 

itself was savagely cut, and offi  cers were rehired for higher wages. Th e customs 

service was entirely reorganized. Th e virtual elimination of everyday corruption 

remains an impressive achievement among post-Soviet states. As a result, most or-

dinary Georgians no longer must pay a bribe when driving around, gaining admis-

sion into university, buying an apartment, or acquiring a passport. A spectacular 98 

percent of Georgians in a recent survey said they did not give bribes. Most Geor-

gians praise the government for a much more effi  cient delivery of services—even 

if many now complain about the rising 

costs of those services.6 

Anticorruption reforms and a sim-

plifi ed tax system helped put the econo-

my on a much sounder footing. Foreign 

direct investment shot up and reached 

more than $2 billion a year in 2007 (after 

which it declined again, as a result of 

the war). Th e slashing of regulations gave Georgia a stellar ranking in one of the 

World Bank’s global indices, the Ease of Doing Business Index, in which Georgia 

currently ranks twelfth. 

Th e benefi ts of economic reform, however, were spread unevenly in society. For-

eign investment mainly went into sectors of the economy such as banking and real 

estate, which created few jobs. Pensions and social welfare payments stayed low. 

In 2007, socioeconomic discontent combined with a political crisis—the arrest 

of former defense minister Irakli Okruashvili, who accused his former partners 

in government of abuse of power—to trigger street protests in Tbilisi that were 

The virtual elimination of 
everyday corruption remains an 
impressive achievement among 

post-Soviet states.
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brutally dispersed by the police on November 7, 2007. Saakashvili turned the polit-

ical confrontation to his advantage and called early elections, which he narrowly

won in January 2008. Th e start of Saakashvili’s second term was dominated by a 

growing crisis over the breakaway regions of Abkhazia and South Ossetia, which 

eventually blew up into war with Russia in August 2008. 

Saakashvili confronted the crisis of August 2008 at the age of just 40 and with 

a very young team: a thirty-six-year-old prime minister, thirty-three-year-old fi -

nance minister, thirty-one-year-old foreign minister, and twenty-nine-year-old de-

fense minister. Th e overhaul of the government with a new post-Soviet generation 

is a refl ection of what has been described as a “mental revolution” in Georgia.7 For-

eign interlocutors now interact with a group of offi  cials who are remarkable by any 

standards, being young and well-educated, most of them speaking fl uent English. 

Saakashvili in eff ect skipped a generation in appointing a government of people in 

their twenties and thirties. 

Th e speed of the overhaul brought fresh thinking into government. It also made 

for a pattern of improvisation and missteps that helped Georgia blunder into war 

in August 2008. Th e government lacks institutional depth. Saakashvili and a close 

inner circle have been responsible for all major decisions for several years, while 

the cabinet has been reshuffl  ed many times in a revolving door of dismissals and 

appointments. Since Saakashvili came to power, he has had fi ve prime ministers, 

seven defense ministers, six foreign ministers, and six fi nance ministers. Eyebrows 

are still raised at some governmental appointments. In June 2010, for example, 

there was much criticism of the appointment of an inexperienced twenty-eight-

year-old, Vera Kobalia, as economy minister. Prior to Kobalia’s being appointed 

to the government, her main work experience was working for her father’s bakery 

business in Vancouver, Canada, where she met Saakashvili a few months earlier at 

the Winter Olympics. 

Th ere has also been until now little eff ort to build a professional cadre of civil 

servants. A Transparency International report observes,

[T]he civil service lacks independence because of the infl uence minis-

ters can exert in hiring, promoting and, particularly, fi ring civil ser-

vants. While there are some legal hurdles to arbitrary dismissal, they 

are rarely put into practice. It is still commonplace for new ministers 

to demand signifi cant changes in staffi  ng, even among fairly junior 

staff . Th e main problem behind this continuing weakness is a convic-

tion within the Georgia government that fl exibility in the civil service 

is more important than independence, security or long-term profes-

sional development.8 

In an informal political culture of this sort, success and failure revolves around 

the personality of the leader. Since the disaster of the 2008 war, Saakashvili has 
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achieved a kind of political resurrection. Many predicted that he would be forced 

to resign, following the debacle suff ered by his armed forces in South Ossetia and 

the confl ict with Russia but he has reconsolidated his position as Georgia’s most 

popular politician. A survey in 2010 showed that the president, by an easy margin, 

was the most trusted political fi gure in the country, with an approval rating of 

56 percent, an eight percentage point improvement on his rating in 2009. 

Th ere are three broad reasons for the turnaround in Saakashvili’s political 

fortunes. One is his own political talent. Even his opponents acknowledge 

that Saakashvili remains Georgia’s most dynamic politician. His skills as a 

communicator were on show at the end of 2010 and the beginning of 2011 when he 

fi elded questions for several hours in two big public events, fi rst live on television 

and then after his annual address to parliament. In the parliamentary address 

he also showed his skill in creating 

a narrative and setting the political 

agenda—on this occasion laying out 

a new series of ambitious targets for 

the country to attain by 2015. Archil 

Gegeshidze, a political analyst with the 

Georgian Foundation for Strategic and 

International Studies, says the president 

and his circle are constantly setting the agenda and leaving others far behind. 

“At any particular moment they are two or three moves ahead. Everyone else is 

reacting. Th ey are proactive.”

Another reason for the president’s revival is the ineff ective performance of the 

opposition. Georgia’s opposition parties are numerous but small, divided among 

each other and tending to be dominated by one leader. In 2009, with Saakashvi-

li’s approval ratings very low, especially in the capital city Tbilisi, the radical op-

position opted for a tactic of street protests that alienated mainstream voters. Th e 

governing elite sat out the protests and emerged the stronger for it. Th e president 

himself has mocked his opponents’ performance, saying that if he were the opposi-

tion he would give the government a lot of trouble. 

Th e opposition does not have its own version of the Saakashvili of 2003 to chal-

lenge the Saakashvili of 2011. Th e two most eff ective opposition politicians, Irakli 

Alasania and Giorgi Targamadze, both have fairly modest ratings with voters. Ala-

sania, who served with distinction as a diplomat and mediator under Saakashvili, 

polled 19 percent in the mayoral elections in Tbilisi in 2010 against the victorious 

incumbent, Gigi Ugulava. He has thus far failed to make a big impact as a public 

politician. Targamadze is the head of the Christian Democratic Party and a small 

opposition faction in parliament consisting of twelve deputies. He has had a zig-

zagging political biography during which he has worked with several controversial 

Georgia’s opposition parties 
are numerous but small, divided 

among each other and tending to 
be dominated by one leader.
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fi gures in Georgian politics such as Aslan Abashidze, the former leader of the au-

tonomous republic of Ajaria, and the oligarch Badri Patarkatsishvili.

Crucially, the opposition has fewer resources at its disposal than the govern-

ment does. Th e president has eff ective control of the three most watched and 

wealthiest television channels and their news programs. Opposition parties com-

plain that they have problems getting access to funding and that businesspeople 

are afraid to support them. In the municipal elections of May 2010, the governing 

United National Movement (UNM) outspent Alasania’s Alliance for Georgia by a 

factor of more than one hundred to one.9 

A third reason for the recovery of Saakashvili is that the Georgian economy 

was protected from the double shock of the war with Russia and the global fi nan-

cial crisis by a generous fi nancial stabilization package from its Western friends. A 

conference of international donors held in Brussels in October 2008 resulted in a 

$4.5 billion package of aid and low-interest loans from the United States, the Eu-

ropean Union, the World Bank, the Asian Development Bank, and other donors. 

Much of this went toward reconstruction work and help for displaced people from 

the confl ict two months earlier, but the sums raised exceeded expectations and 

helped keep the economy as a whole afl oat. Th e United States gave $250 million of 

assistance directly to the government budget. In addition to the money pledged in 

Brussels, the International Monetary Fund approved for Georgia a standby pro-

gram of $750 million to boost its depleted reserves. Th is aid and loan package cush-

ioned Georgia from the worst eff ects of the global fi nancial crisis (the GDP in 

neighboring Armenia, by contrast, contracted 14 percent in 2009). Some aid will 

continue. Georgia won a good rating for its implementation of the $295 million 

U.S. Millennium Challenge program between 2005 and 2010, which was mainly 

used to build infrastructure, and it is likely to secure another Millennium Chal-

lenge compact in 2011. However, the Georgian government will not receive again 

the big sums it was promised in 2008 and it is possible the rescue program merely 

postponed diffi  cult times for Georgia. 
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The Economy in 

In 2011, the Georgian government faces the challenge of a worsening socioeco-

nomic picture, just as it is entering a period of political transition.

Most of the foreign assistance package pledged in 2008 has been spent. Th is 

places a greater priority on the Georgian government’s need to attract FDI to fuel 

economic growth. One international fi nancial offi  cial says, “Almost everyone says 

and agrees that FDI is the real lifeline Georgia needs to survive and prosper.” 

However, FDI has declined since 2007, when it reached a peak of more than $2 bil-

lion. In 2008, the year of confl ict, it declined to $1.5 billion and then to $658 mil-

lion in 2009. In 2010, foreign investment underwent another decline, of 16 percent, 

to $553 million. 

Some sectors are developing. Georgia once suff ered from acute energy prob-

lems, but is developing a strong hydroelectric sector and is now a net exporter of 

power, including to Russia. Th e government is also working hard on expanding the 

tourism sector—which, unlike the energy sector, could provide many jobs. Th ere 

has been an ambitious construction program in the Black Sea city of Batumi, and 

there are plans to develop the mountainous region of Svaneti as a ski resort. How-

ever, tourism is a very unpredictable sector that depends on many factors beyond a 

government’s control—to take one example, there was not enough snow in Svane-

ti in 2010–2011 to make for a proper ski season. Saakashvili predicted in his address 

to parliament on February 11, 2011, that the tourism drive will result in 5 million 

tourists coming to Georgia in 2015, but did not say what the basis was for this 

optimistic forecast.

Other economic trends are negative. Infl ation topped 13 percent in the early 

months of 2011. Th e current account defi cit remained high, at 10 percent. Th e lon-

ger-term fi scal picture is clouded by a heavy burden of external debt that stands at 

more than $4 billion. Th e debt problem is a long-term headache for Georgia. As 



დამოუკიდებლობის 20 წელი

შუალედური ანგარიში           5

შესავალი

საბჭოთა კავშირის დაშლის შემდგომ 20 წლის განმავლობაში პოსტსოციალისტური ქვეყნების 
ტრანსფორმაცია განსხვავებული ტრაექტორიით წარიმართა. მსგავსი სასტარტო პირობებიდან 
ამ ქვეყნებმა, სხვადასხვა გარე და შიდა ფაქტორის ზეგავლენით, განვითარების განსხვავებულ 
დონეს მიაღწიეს. საკმარისი დრო გავიდა საიმისოდ, რომ შეფასდეს ტრანსფორმაციის პროცესი, 
მისი დინამიკა და მახასიათებლები იმის გათვალისწინებით, რა ამოცანები იყო დასახული და რა 
შედეგები მივიღეთ. საწყის ეტაპზე პოსტსოციალისტური ქვეყნების მოდერნიზაცია, ანუ ძველიდან 
ახალ სისტემაზე გადასვლა, გაიგივებული იყო დასავლური ტიპის სახელმწიფოს მშენებლობასთან. 
თავის მხრივ, ეს, ძირითადად, დემოკრატიული სისტემის ჩამოყალიბებასა და საბაზრო ეკონომიკაზე 
გადასვლას გულისხმობდა. ამ ძირითადი პოლიტიკური და ეკონომიკური კომპონენტების გარდა, 
ტრანზიციას სხვადასხვა, მათ შორის, სოციალური, კულტურული, მენტალური, ღირებულებითი 
და ა.შ. განზომილებებიც გააჩნდა, რომელთა ერთობლიობამ დროთა განმავლობაში სხვადასხვა 
ქვეყანაში მოდერნიზაციის განსხვავებული კურსი ჩამოაყალიბა. 

ამ  თავისებურებების გათვალისწინებით, შესაძლებელია, გამოიყოს ქვეყანათა ჯგუფებიც, რომ
ლებიც პროგრესის მსგავსი დინამიკით და ტრანსფორმაციის მსგავსი პოლიტიკური, ეკონომიკური 
თუ სოციალური ნიშნებით ხასიათდება. პირობითად, სამი ამგვარი ჯგუფის გამოყოფა შეიძლება. 
პირველ ჯგუფს წარმოადგენს “ახალი ევროპის” ის ქვეყნები, რომელთა ტრანზიციის მიმართულება 
დიდწილად განსაზღვრა ევროპულ და ევროატლანტიკურ სტრუქტურებში გაწევრიანებამ. მეორე 
ჯგუფში ის ქვეყნები შედიან, სადაც ეკონომიკის ზრდის ფონზე მოდერნიზაციის პროცესი 
დემოკრატიული სახელმწიფოს მშენებლობის ამოცანას დაშორდა და პოლიტიკურმა სისტემამ 
ავტორიტარული ხასიათი შეიძინა. ხოლო მესამე ჯგუფში ის ქვეყნები შეიძლება მოვიაზროთ, სადაც 
დასავლური ვექტორი გამოკვეთილია, როგორც განვითარების ორიენტირი, თუმცა ეკონომიკური 
განვითარების კურსის მდგრადობა და სტაბილური დემოკრატიული სისტემის ჩამოყალიბება 
ტრანზიციის მიმდინარე ეტაპის ამოცანად რჩება. 

საქართველოს ტრანსფორმაციის ოცწლიანი პერიოდი საინტერესოა მრავალი თვალსაზრისით, 
მათ შორის, მიმდინარე პროცესების გასაანალიზებლად. 

წარმოდგენილ კვლევაში ყურადღებას ვამახვილებთ ტრანსფორმაციის ეკონომიკურ ვექტორზე 
და მის მახასიათებლებზე, ასევე სოციალურ და ინსტიტუციურ სფეროებზე იმდენად, რამდენადაც 
ის უშუალო კავშირშია ეკონომიკასთან. 

ამ მხრივ, ოცწლიანი პერიოდი, შესაძლებელია,  პირობითად ორ ნაწილად დაიყოს: 1990 წლიდან 
2003 წლამდე და 2003 წლის, ანუ “ვარდების რევოლუციის” შემდგომ. თუ 2003 წლამდე ადგილი 
ჰქონდა, ხშირ შემთხვევაში, წინააღმდეგობრივ პოლიტიკას და მკვეთრ ეკონომიკურ რყევებს, 
2003 წლის შემდგომ იყო მცდელობა ეკონომიკური პოლიტიკის კონსოლიდაციის, ეკონომიკური 
ლიბერალიზაციისა და “მოდერნიზაციის” განახლებული და უფრო აქცენტირებული ხედვების 
გარშემო.

თუმცა, ოცწლიანი პერიოდის შემდეგაც, განსხვავებული კურსის, ფაზებისა და გარღვევების 
მიუხედავად, ეკონომიკური პოლიტიკის შედეგიანობის თვალსაზრისით, რჩება მნიშვნელოვანი 
გამოწვევები, რაც მოქალაქეთა ცხოვრების დონის თვალსაჩინო გაუმჯობესებას და ეკონომიკური 
მდგრადობის უზრუნველყოფას უკავშირდება. 

ყოველივე ეს ძალზე აქტუალურს ხდის სხვადასხვა პერიოდში გატარებული პოლიტიკის როგორც 
კონცეპტუალურ, ისე ღრმა ანალიზს მისი ცალკეული კომპონენტების გათვალისწინებით. ზოგადი 
ტენდენციების, პოლიტიკისა და დინამიკის თავისებურებების მიხედვით, კვლევა მოიცავს ორ 
პირობით პერიოდს, სადაც 2003 წლის შემდგომი პროცესები უფრო სიღრმისეულადაა განხილული. 
მით უმეტეს, რომ “ვარდების რევოლუციის” შემდეგ რვა წელი გავიდა, რაც შეჯამებისთვის 
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გარკვეულ საფუძველს ქმნის. ასევე, ხშირად კეთდება მინიშნებები პოსტრევოლუციური 
რეფორმების უნიკალურობაზე, რაც, თავისთავად, ზრდის ინტერესს როგორც ცვლილებების 
იდენტიფიცირების, ისე შედეგების ანალიზის თვალსაზრისით. 

აღნიშნულის გათვალისწინებით, 2003 წლამდე პერიოდი გაანალიზებულია ცალკეული ეკონომიკური 
პარამეტრების დინამიკის, სოციალური, ეკონომიკური და ინსტიტუციური კომპონენტების და მათი 
არსებითი ცვლილებების ფონზე, განხილულია რეფორმების კონცეპტუალური პარადიგმებიც. 

2003 წლის შემდგომ დეტალურადაა გაანალიზებული მთავრობის ეკონომიკური პოლიტიკის 
განმსაზღვრელი ძირითადი დოკუმენტები. ასევე, არის მცდელობა, გამოიკვეთოს ეკონომიკური 
პოლიტიკის მთავარი ამოცანები და ვექტორი განხორციელებული რეფორმების თუ ყველა იმ 
ძირითადი კომპონენტის ანალიზით, რომელიც არსებითად ქმნის პოსტრევოლუციური ქართული 
“მოდერნიზაციის” მთლიან სახეს. 
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1. საქართველოს ეკონომიკის ტრანსფორმაცია საქართველოს 
დამოუკიდებლობის აღდგენიდან “ვარდების რევოლუციამდე”

1.1.   ეკონომიკის ტრანსფორმაციის თეორიული საფუძვლები

ოცი წლის წინ, საბჭოთა კავშირის დაშლის შემდეგ, საქართველოს მიეცა შესაძლებლობა,  
არაეფექტური, ცენტრალიზებულად გეგმური მეურნეობიდან გადასულიყო საბაზრო ეკონომიკაზე. 
საქართველოში ეკონომიკური განვითარება დამოუკიდებლობის აღდგენის დღიდან საკმაოდ 
რთული გზით წარიმართა და გარდაქმნების პროცესი, არცთუ იშვიათად, ვერ უზრუნველყოფდა 
მნიშვნელოვან პროგრესს ეროვნული მეურნეობის სტაბილურ განვითარების თვალსაზრისით. 

1990იანი წლები იყო ყველაზე რთული პერიოდი, რომელიც დაიწყო ეთნოკონფლიქტებით და 
სამოქალაქო დაპირისპირებით. ამას ერთვოდა ფინანსური კრიზისიც. მართალია, შემდგომში 
კრიზისი დაიძლია, მაგრამ გარდაქმნის პროგრამებმა ვერ უზრუნველყო ქვეყნის განვითარება. 

საქართველოში, ისევე, როგორც პოსტსოციალისტური ქვეყნების უმრავლესობაში, ეკონომიკური 
გარდაქმნის სტრატეგიული გზა ძირითადად ემყარებოდა ევოლუციური განვითარების მოლოდინს, 
საბაზრო კანონებთან თანდათანობით ადაპტირებას, რასაც შედარებით ნაკლები რყევები უნდა 
გამოეწვია. თუმცა, სხვადასხვა პოლიტიკური, ეკონომიკური და ინსტიტუციონალური ფაქტორების 
ზემოქმედების შედეგად, ეკონომიკა საბაზრო შოკში აღმოჩნდა და რადიკალური ცვლილებების 
გატარება მოითხოვა.

სტრატეგიული პროგრამების წარმატებით განხორციელებას ყოველთვის გააჩნდა თანმდევი 
ეფექტები, რომლებიც თავს იჩენდა განვითარების ყველა ეტაპზე და ტრანსაქციულ ხარჯებს 
მოითხოვდა. საქართველოში არსებული ეკონომიკური ცოდნა და გამოცდილება ვეღარ 
განსაზღვრავდა მოსალოდნელი ცვლილებების მთელ სპექტრს და ეკონომიკის მოულოდნელი 
სცენარით განვითარება ერთგვარ გამოცდას უწყობდა ხელისუფლებას.

ტრანზიციული ეკონომიკის მკვლევრები განსხვავებულად აფასებდნენ ასეთ მოვლენებს.
აქცენტები გადატანილი იყო ქვეყნების სოციალურ, ეკონომიკურ და კულტურულ 
თავისებურებებზე და მიზანშეწონილად მიჩნევდნენ გარდაქმნის განსხვავებული სტრატეგიების 
დანერგვას ან დომინანტურ როლს ანიჭებდნენ იმ საერთო პოსტულატებს, რომელიც “ვაშინგტონის 
კონსენსუსის”1 (იხ. ჩანართი 1) სახელწოდებით გახდა ცნობილი და რომელიც თავდაპირველად 80
იანი წლების ბოლოს ლათინური ამერიკის ქვეყნებისათვის შეიქმნა. გარდამავალ ეტაპზე ახალი 
ეკონომიკური აზროვნებაც წინააღმდეგობაში აღმოჩნდა ძველ სტერეოტიპულ აზროვნებასთან. 

 
 
 
 
 
 
 

1  http://www.iie.com/publications/papers/paper.cfm?researchid=486
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ჩანართი 1. ვაშინგტონის კონსენსუსი ეს დასახელება და კონცეფცია  პირველად 1989 
წელს გაჩნდა  ჯონ  ვილიამსონის (ეკონომისტი, ვაშინგტონში არსებული ეკონომიკის 
საერთაშორისო ინსტიტუტი) მიერ. ვილიამსონი იყენებდა ტერმინს “შეჯამება” 
საზოგადოებრივად განაწილებული პოლიტიკის თემების მიმართ, რის ადვოკატირებასაც,  
ამავდროულად,  ვაშინგტონში არსებული ინსტიტუტები ახდენდნენ. ეს ინსტიტუტები იყო: 
საერთაშორისო სავალუტო ფონდი, მსოფლიო ბანკი და შეერთებული შტატების სახელმწიფო 
ხაზინის დეპარტამენტი, რომელთა დანიშნულებაც  ერთგვარად იყო 1980იან წლებში 
ლათინურ ამერიკაში შექმნილი ეკონომიკური და ფინანსური კრიზისიდან ქვეყნის გამოყვანა. 
1990იანი წლებიდან “ვაშინგტონის კონსენსუსი” პოსტსოციალისტურ და პოსტსაბჭოთა 
ქვეყნებში ეკონომიკური კრიზისის დაძლევისათვის ძირითად სარეკომენდაციო ბაზად იქცა 
საერთაშორისო საფინანსო ინსტიტუტებისათვის. “ვაშინგტონის კონსენსუსში” მოცემულია 
ეკონომიკურ პოლიტიკაში გასატარებელი 10 რეფორმა:

1. ფისკალური დისციპლინის დამყარება (ბიუჯეტის მინიმალური დეფიციტი)

2. სახელმწიფო ბიუჯეტში ჯანდაცვის, განათლების და ინფრასტრუქტურის 
პრიორიტეტულობა

3. არსებული საგადასახადო განაკვეთების შემცირება

4. ფინანსური ბაზრების ლიბერალიზაცია, რათა რეალური საპროცენტო განაკვეთი 
შენარჩუნებული იქნას დაბალ, მაგრამ დადებით დონეზე

5. ეროვნული ვალუტის თავისუფალი გაცვლითი კურსი

6. საგარეო ვაჭრობის ლიბერალიზაცია (ძირითადად საიმპორტო ტარიფების 
შემცირების გზით)

7. უცხოური პირდაპირი ინვესტიციებისთვის შეზღუდვების შემცირება

8. პრივატიზაცია

9. ეკონომიკის დერეგულირება

10. საკუთრების უფლების დაცვა

საზოგადოებრივეკონომიკური გარდაქმნების საწყის ეტაპზე განისაზღვრა ეკონომიკის 
ტრანსფორმაციის ორი გზა: ევოლუციური და ე.წ. “შოკური”. ისინი ემყარებოდა ევოლუციური 
და რევოლუციური გარდაქმნების შესაძლებლობებს. ორივე მიმართულებას ჰქონდა 
არგუმენტები. “შოკურ თერაპიას” ძირითადად მაკროეკონომიკური სტაბილიზაციისა და 
ფასების ლიბერალიზაციისათვის მიიჩნევდნენ მიზანშეწონილად, ხოლო სხვა სფეროებში, 
მაგალითად, ვაჭრობის, მეწარმეობის და სოციალურ სფეროებში, რეფორმებს უფრო ხანგრძლივი 
პერიოდით განსაზღვრავდნენ.2 საზოგადოებრივპოლიტიკური ძალების მნიშვნელოვანი ნაწილი 
ძირითადად ემხრობოდა საბაზრო ეკონომიკაზე თანდათანობით, “გრადუალურ” გადასვლას. 
თუმცა, გარდამავალი ქვეყნების ეკონომიკა 90იანი წლების დასაწყისში, პრაქტიკულად, შოკურ 
მდგომარეობაში აღმოჩნდა და ამან მოითხოვა რადიკალური ცვლილებების გატარება. 

ნეოკლასიკურ ეკონომიკაზე დაფუძნებული რევოლუციური, ე.წ. “შოკური” მიდგომა მოითხოვს 
ტრანსფორმაციის განხორციელებას ლიბერალიზაციის, სტაბილიზაციისა და სტრუქტურული 
ტრანსფორმაციის გზით. ევოლუციური მიდგომა ინსტიტუციალიზმსა და პოსტკეინსურ მიდგომებს 

2   Fischer, Stanley, Sahay, Ratna and Vegh, Carlos (1996),  Stabilization and growth in transition economies: The early 
experience International Monetary Fund, p. 12.
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ეყრდნობა და მოითხოვს საბაზრო ეკონომიკაზე გადასვლას ქვეყნისათვის დამახასიათებელი 
თავისებურებების გათვალისწინებით გზით, რაც, ფაქტობრივად, მის თანდათანობით 
ტრანსფორმაციას ითვალისწინებს.3 ამ კრიტერიუმით მეცნიერეკონომისტები ორ დიდ ჯგუფად 
იყოფა: ეკონომიკურ რეფორმებში “შოკის” მომხრეებად და “გრადუალისტებად”.

როგორც შემდგომ გამოვლინდა, არც ერთი მიმართულება არ იყო დაზღვეული რისკებისაგან. 
ქართულ რეალობაში ეკონომიკური პოლიტიკის ნაბიჯები ორივე მიმართულების ერთობლიობას 
ითვალისწინებდა. რეფორმები ძირითადად მიმართული იყო ლიბერალიზაციის, სტაბილიზაციისა 
და სტრუქტურულ ტრანსფორმაციის განხორციელებისაკენ. ეკონომიკური ლიბერალიზაცია 
გულისხმობდა: ფასების ლიბერალიზაციას, საწარმოებზე სახელმწიფო კონტროლის გაუქმებას 
და თავისუფალ საგარეო ვაჭრობას; სახელმწიფო საკუთრების კერძო საკუთრებაში გადაცემას 
პრივატიზების გზით; მაკროეკონომიკურ სტაბილიზაციას, რომელიც უნდა განხორციელებულიყო 
ფულადი მასის რეგულირებით და საკრედიტო ინსტიტუტების რეფორმირებით.

1.2. ეკონომიკის განვითარება “ვარდების რევოლუციამდე”

1990 წლიდან საქართველოში ეკონომიკის მკვეთრი დაცემა გრძელდებოდა დაახლოებით 5 
წლის განმავლობაში, რაც ნაწილობრივ გამოწვეული იყო პოლიტიკური დაპირისპირებებითა და 
ეთნოპოლიტიკური ომებით. 19901993 წლებში მთლიანი შიდა პროდუქტის მაჩვენებელი საშუალოდ 
წლიური 28%ით მცირდებოდა და მსყიდველობითი უნარის პარიტეტის გათვალისწინებით, 
მოსახლეობის ერთ სულზე იგი 4433 აშშ დოლარიდან 1437 აშშ დოლარამდე შემცირდა.4 1995 
წლისათვის წარმოება 1990 წლის დონესთან შედარებით  78%ით შემცირდა, რაც თითქმის 
3ჯერ აღემატებოდა “დიდი დეპრესიის” დროს აშშში წარმოების დაცემის დონეს. ამასთან, თუ 
აღმოსავლეთ ევროპის პოსტსოციალისტურ ქვეყნებში წარმოების დაცემის პერიოდი საშუალოდ 4 
წელი იყო, პოსტსაბჭოთა ქვეყნებში მან 7 წელი შეადგინა. როგორც ჩანს, საქართველოში დაცემის 
პერიოდი იყო შედარებით ხანმოკლე, მაგრამ ყველაზე ღრმა. ამასთან, ეკონომიკამ დიდწილად 
ჩრდილოვან სექტორში გადაინაცვლა. 

ცხრილი 1: გარდამავალი რეცესია (დაცემა) და “დიდი დეპრესია” 

ქვეყნები
წარმოების დაცემის 

ხანგრძლივობა  
(1990-1995 წლები)

კუმულატიური 
წარმოების 

შემცირება (%)

რეალური მშპ, 
2000 წ.  

(1990=100)

ცენტრალური და 
აღმოსავლეთ ევროპისა 
და ბალტიისპირეთის 
ქვეყნები

4 23 107

 პოსტსაბჭოთა ქვეყნები 7 51 63

სომხეთი 4 63 67

აზერბაიჯანი 6 60 55

ბელარუსი 6 35 88

საქართველო 5 78 29

3 Joseph Stiglitz, Shock Therapy in Russia: Was There an lternative? ww.pbs.org/.../shared/pdf/int_josephstiglitz.pdf; 
From Plan To Market. 1996. World Dvelopment Report, Oxford University Press, p.912

4 მსოფლიო ბანკის მონაცემები  www. data.worldbank.org

 ““
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ყაზახეთი 6 41 90

ყირგიზეთი 6 50 66

მოლდოვა 7 63 35

რუსეთი 7 40 64

ტაჯიკეთი 7 50 48

უკრაინა 10 59 43

უზბეკეთი 6 18 95

წყარო: Transition (2002), JanuaryFebruary. World Bank.

პოსტსაბჭოთა სივრცის ქვეყნებიდან  საქართველოში, ფაქტობრივად, ყველაზე გვიან – 1995 
წლიდან იწყება მშვიდობიანი სახელმწიფოებრივი მშენებლობა და ეკონომიკის ტრანსფორმაცია. 
1995 წლიდან საქართველოს ეკონომიკა გამოდის კრიზისული მდგომარეობიდან, რასაც ხელი 
შეუწყო ინსტიტუციურმა გარდაქმნებმა. ეკონომიკის ზრდის პიკი იყო 1997 წელი და მშპს ზრდის 
ტემპმა  10.7% შეადგინა, რაც ყველაზე მაღალი მაჩვენებელია “ვარდების რევოლუციამდე”. შემდგომ 
ზრდის ტემპი მკვეთრად დაეცა და 1998 წელს რუსეთის საფინანსო კრიზისმა მნიშვნელოვნად 
შეაფერხა ეკონომიკის განვითარება. 1996 წელს  საქართველოს მშპმ შეადგინა 3,868.5 მლნ ლარი 
(3,064.6 მლნ აშშ დოლარი),  1999 წელს – 5,668.7 მლნ აშშ ლარი (2,814.1 აშშ დოლარი), 2003 წელს 
კი  –  8,564.1 მლნ ლარი (3,990.8 მლნ აშშ დოლარი).5

უკვე ამ პერიოდიდან ჯერ კატასტროფულმა ინფლაციამ გამოიწვია უცხოური ვალუტის, კერძოდ, 
დოლარის მნიშვნელობის ზრდა საქართველოში, ხოლო შემდგომ კი ჩრდილოვანი ეკონომიკის 
ზრდის კვალობაზე მისმა ხვედრითმა წილმა (დოლარიზაციის კოეფიციენტმა) 2003 წლის 
ბოლოს მიაღწია მაქსიმალურ ნიშნულს – 86%ს. საქართველოში, ფაქტობრივად, ჩამოყალიბდა 
ორვალუტიანი ზონა: ეროვნული ვალუტა ემსახურებოდა მიმდინარე გადასახდელებს, მცირე 
სამეწარმეო გარიგებებსა და სამომხმარებლო ხარჯებს, ხოლო დოლარი – მსხვილ სამეწარმეო 
გარიგებებსა და სამომხმარებლო ხარჯებს, აგრეთვე საინვესტიციო მიზნებს.

რეალურად ახლადჩამოყალიბებული სახელმწიფო ვერ ახერხებდა, უზრუნველეყო სახელმწიფო 
ფინანსების ქმედითობა და ამოეღო გადასახადები. სახელმწიფო ბიუჯეტის ხვედრითი წილი 
მთლიან შიდა პროდუქტში  უმნიშვნელო იყო. მან 1995 წელს  მთლიანი შიდა პროდუქტის 5% 
შეადგინა, შემდგომ პერიოდში გაიზარდა, თუმცა 12%ს ვერ გადააჭარბა. 2004 წლამდე ეს იყო 
ერთერთი დაბალი მაჩვენებელი მთელ პოსტსაბჭოთა სივრცეში. ამდენად, სახელმწიფოს გააჩნდა 
სუსტი ფინანსური, ეკონომიკური და ინსტიტუციური შესაძლებლობები საიმისოდ, რომ რაიმე 
სერიოზული ცვლილება მოეხდინა ეკონომიკურ და სოციალურ სფეროებში.

19941998 წლებში გატარდა რიგი რეფორმები ეკონომიკის სტაბილიზაციისა და ლიბერალიზაციის 
მიმართულებით. შესაბამისად, ცვლილებები განიცადა საბანკო სისტემამ, შემოღებული 
იქნა ეროვნული ვალუტა – ლარი, დაიწყო მცირე და საშუალო საწარმოების პრივატიზება, 
განხორციელდა ვაჭრობის ლიბერალიზაცია. ეს იყო ეკონომიკური სტაბილიზაციისა და 
სტრუქტურული ცვლილებების რეფორმა, რომლის მიზანი იყო ჰიპერინფლაციის შეჩერება, ქვეყნის 
ეკონომიკის დაბალანსება და საბაზრო ეკონომიკის ფორმირებისათვის ინსტიტუციონალური 
პირობების შექმნა. ამ რეფორმების შემდეგ სწრაფად გაიზარდა ეროვნული შემოსავალი, რაც, 
ქვეყნის შიგნით რეფორმების გატარებასთან ერთად, განპირობებული იყო 19961998 წლებში 
ბაქოსუფსის და 20032005 წლებში ბაქოჯეიჰანის ნავთობსადენის მშენებლობით. მიუხედავად 
ამისა, საქართველოს განვითარების დონე არასაკმარისი აღმოჩნდა სოციალური პრობლემების 

5 საქსტატი.
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გადასაჭრელად და მსოფლიო ბანკის მონაცემებით, იმ ადამიანების რაოდენობა, რომელთა  
დღიური შემოსავალი 1.25 აშშ დოლარზე ნაკლები იყო, 19972001 წლებში 5.3%დან 6.0%მდე 
გაიზარდა. 

19901994 წლების ძლიერი დაცემის შემდეგ 19951998 წლებში აღმავლობა ხანმოკლე იყო. 
ამ პერიოდში შედარებით გაიზარდა მოსახლეობის შემოსავლები, ხელფასები, პენსიები, 
თანდათანობით ამუშავდა მცირე და საშუალო ბიზნესი, შემცირდა უმუშევართა რაოდენობა. 
19981999 წლებში გლობალური სავალუტო კრიზისის ფონზე ზრდის ტემპები ისევ დაეცა და 2004 
წლამდე საქართველო ვითარდებოდა დაბალი ტემპით. თუმცა, თუ საქართველოს ეკონომიკამ 1994 
წელს შეადგინა 1990 წლის დონის 18.7%, 2003 წელს იგივე მაჩვენებელი  დაახლოებით 73%ია.6 
საქართველო არ აღმოჩნდა სიცოცხლისუნარიანი საგარეო შოკების მიმართ და ვერ აიცილა თავიდან 
მეზობელი ქვეყნების – რუსეთისა და თურქეთის სავალუტო კრიზისების ზემოქმედება 1998 და 
2000 წლებში, რაც შეიძლება მივაწეროთ არათანმიმდევრულ მაკროეკონომიკურ პოლიტიკას, 
სანახევრო სტრუქტურულ რეფორმებს და არატრანსპარენტულ საფინანსო სისტემას, რაც, 
საბოლოო ჯამში, ხელს უწყობდა კორუფციის გაძლიერებას (“საერთაშორისო გამჭვირვალობის” 
მიერ გამოქვეყნებულ კორუფციის აღქმის ინდექსში 1999 წელს საქართველო 99 ქვეყნიდან 84ე 
ადგილს იკავებდა7). 

საქართველოს ეკონომიკაში ერთერთ ყველაზე დიდ პრობლემას შეადგენდა ჰიპერინფლაცია 90
იანი წლების დასაწყისში, სახელმწიფო ბიუჯეტის მცირე შემოსავლები და 1998 წლის ფინანსური 
კრიზისი.

ინფლაცია. საქართველოში 19901995 წლების ჰიპერინფლაციამ საშუალოდ შეადგინა 3310.6%, 
რის შედეგადაც ცხოვრების დონე ყველგან დაეცა, შემოსავლების განაწილებამ სოციალურად 
უთანასწორო ხასიათი შეიძინა, უმუშევრობამ კი კულმინაციას მიაღწია.8 ჰიპერინფლაცია 
საქართველოში თითქმის სამჯერ აღემატებოდა პოსტსაბჭოთა ქვეყნებში ინფლაციის საშუალო 
მაჩვენებელს. შემდგომ პერიოდში იგი მკვეთრად დაეცა, თუმცა კვლავ მაღალი იყო საიმისოდ, 
რომ დაწყებულიყო სტაბილური განვითარება. 19962000 წლებში ინფლაციამ შეადგინა 14.6% 
და კვლავ აფერხებდა კეთილდღეობის ზრდას. ამავე პერიოდში ფასების ლიბერალიზაციამ 
გაზარდა სავაჭრო ბალანსში საგადასახდელო დეფიციტი ქვეყანაში კონკურენტუნარიანი 
საქონლის არარსებობის გამო. ვალუტის თავისუფალი კურსის შემოღებამ კი გამოიწვია მკვეთრი 
დევალვაცია და იმპორტულ საქონელზე ფასების ზრდა. ამასთანავე, კაპიტალის ნაკლებობის 
შედეგად გაიზარდა სარგებლის განაკვეთები და შეფერხდა კაპიტალდაბანდებები. 

სახელმწიფო ბიუჯეტი. საქართველოს სახელმწიფო ბიუჯეტი 1996 წლამდე, ფაქტობრივად, 
მხოლოდ დონორი ორგანიზაციებისაგან მიღებული დახმარებებით არსებობდა. ეკონომიკის 
გამოცოცხლებასთან ერთად, უკვე 1996 წელს, შემოსავლების წილმა მთლიან შიდა პროდუქტში 
13.5%ს მიაღწია. 1996 წლის დამტკიცებული  სახელმწიფო ბიუჯეტის შემოსავლები შეადგენდა 
568.856 ათას ლარს, ხარჯები კი – 818,017 ათას ლარს. შემდგომში მისი წილი მერყეობდა 
პერიოდულად, მაგრამ 2004 წლამდე ამ მაჩვენებელს არ აღემატებოდა. 2003 დამტკიცებული  
სახელმწიფო ბიუჯეტის შემოსავლები შეადგენდა 1,239,160.0 ათას ლარს, ხარჯები კი – 
1,478,960.0 ათას ლარს. ეს იყო ყველაზე დაბალი მაჩვენებელი დსთს მთელ სივრცეში. 
შედარებისათვის, ამავე პერიოდში ბალტიისპირეთის საშუალო მაჩვენებელი შეადგენდა  
3537%ს, ხოლო დსთს საშუალო მაჩვენებელი – 2530%ს.9 ბიუჯეტის მცირე შემოსავ ლები 

6 World development indicators. World Bank. 2002. 
7 http://www.transparency.org/policy_research/surveys_indices/cpi/previous_cpi/1999
8 World Economic Outlook Database. 2007; www.imf.org/external/pubs/ft/weo/2007/02/weodata/index/aspx
9 Tax Reform in the Baltics, Russia, and other countries of the former Soviet Union, IMF 1999. შენიშვნა: 2000 წელს 

განხორციელდა ეროვნული ანგარიშგების სისტემაზე გადასვლა, რის შედეგადაც მთელ წინა წლებში  მსP 
მაჩვენებლები შემცირდა დაახლოებით 30%ით. ამან გაზარდა  სახენსი ბიუჯეტის წილი მშპში.
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ძირითადად განპირობებული იყო სახელმწიფო სისტემაში არსებული კორუფციით და ფინანსური 
დისციპლინის არარსებობით. ეს მნიშვნელოვან უარყოფით ზეგავლენას ახდენდა სახელმწიფოს 
სიძლიერეზე და მის მიერ სოციალური ფუნქციების შესრულებაზე, რის შედეგადაც სოციალური 
დაძაბულობა და სიღარიბე იზრდებოდა. 

1998 წლის ფინანსური კრიზისი. 1998 წლის აგვისტოში კრიზისმა იფეთქა რუსეთში და “დომინოს 
ეფექტით” ირიბი ზემოქმედება მოახდინა როგორც საქართველოს, ისე სხვა პოსტსაბჭოთა 
და ყოფილი სოციალისტური ქვეყნების ეკონომიკაზე. კრიზისის შედეგად ვალუტის კურსი 
მნიშვნელოვნად დაეცა, ფასები გაიზარდა, შემცირდა განვითარების ტემპი.

ამ პერიოდში რუსეთი იყო საქართველოს ყველაზე მსხვილი სავაჭრო პარტნიორი. მასზე მოდიოდა 
საქართველოს საგარეო სავაჭრო ბრუნვის 15.2%, იმპორტის – 11.4% და ექსპორტის – 34.1%. 
ეკონომიკური კრიზისის შედეგად გაუარესდა საქართველოს სავაჭრო ბალანსი, გაიზარდა ფასები 
იმ პროდუქტებზე, რომლებიც  ტრადიციულად იმპორტის გზით შემოდიოდა.

რუსეთიდან ”ფინანსური შოკის” ზეგავლენა ძლიერი იყო საქართველოზე, რაც განპირობებული 
იყო როგორც ეკონომიკური რეფორმების ნაკლოვანებებით, ისე ეკონომიკური სუბიექტების 
პესიმისტური მოლოდინით. ეროვნული ვალუტის დევალვაციამ გამოიწვია ინფლაციის ახალი 
ტალღა, ეროვნულ ვალუტაზე მოთხოვნის შემცირება, მთლიანი შიდა პროდუქტის შემცირება. 
აღსანიშნავია, რომ სხვა ქვეყნებისგან განსხვავებით, საქართველოში საბანკო კრიზისი არ 
დაწყებულა, თუმცა ეკონომიკური მდგომარეობა სწრაფად ვერ გამოსწორდა და ჩამოყალიბდა 
უძრაობის პერიოდი. 

ფინანსური კრიზისის შედეგები გამოვლინდა რეალურ სექტორში, ასევე მნიშვნელოვანი 
დევალვაცია განიცადა ვალუტამ, რაც საკმარისი აღმოჩნდა იმისათვის, რომ ისედაც სუსტი 
ეკონომიკა ფაქტობრივად სრულიად მოშლილიყო.

კრიზისის კულმინაციის პერიოდში ლარის კურსი თითქმის 100 პუნქტით დაეცა, საიმპორტო 
საქონელზე დოლარის კურსის გაძვირებასთან დაკავშირებით ფასები გაიზარდა 1.5ჯერ. ლარის 
ყველაზე დაბალი გაცვლითი კურსი დაფიქსირდა 1999 წლის 23 თებერვალს და შეადგინა 1 აშშ 
დოლარი – 2.4010 ლარი, სამი თვით ადრე, 1998 წლის 23 ოქტომბრისთვის კურსი შეადგენდა 
1 აშშ დოლარი – 1.3800 ლარი (შემოღებული იქნა 1995 წლის სექტემბერში, ლარის შემოღების 
მომენტისთვის დაფიქსირდა გაცვლითი კურსი 1 აშშ დოლარი – 1.3000 ლარის ნიშნულით).10  ამავე 
პროპორციით გაიზარდა ფასები იმ სამამულო საქონელზე, რომლებიც მზადდებოდა შემოტანილი 
ნედლეულით. ამას თან ერთვოდა საბიუჯეტო შემოსავლების შემცირება, კრიზისი ხელფასებისა 
და პენსიების გაცემაში, სახელმწიფო ვალის ზრდა და იმპორტის კატასტროფული შემცირება. 

ეკონომიკურმა აგენტებმა, თავიანთი შემოსავლების დაცვის მიზნით,  ნაცად ხერხს მიმართეს 
და სავალუტო ბაზარზე ზეწოლის გზით კიდევ უფრო გაამძაფრეს კრიზისი. ამით შეიზღუდა 
სავალუტო ბაზარი, გაიზარდა მოთხოვნა დოლარზე. ბაზრის შეზღუდვამ, აგენტების პესიმისტურმა 
მოლოდინმა და რისკის ფაქტორით გამოწვეულმა შიშმა კიდევ უფრო გააღრმავა ლარისადმი 
უნდობლობა და მისი კურსი კიდევ უფრო დაეცა. 

ეროვნული ვალუტისადმი უნდობლობის ფონზე დოლარიზაციის კოეფიციენტის ზრდა უწყვეტად 
გრძელდებოდა შემდგომ წლებშიც 2004 წლამდე. 1998 წელს მან შეადგინა 69%, 1999 წელს 
– 79%, 2004 წლის დასაწყისში კულმინაციას მიაღწია და  85% შეადგინა. ამ ნიშნულის ზემოთ  
მოსახლეობა ყოველდღიური დანახარჯებისათვის (სამომხმარებლო საქონელი და გადასახადები) 
უკვე ლარს იყენებდა. ეს დინამიკა მიანიშნებს საქართველოში სავალუტო კრიზისის ენდოგენურ 
მიზეზზე, რაც ხელისუფლების მიერ განხორციელებული პოლიტიკისადმი ეკონომიკური 
აგენტების უნდობლობასა და დაპირისპირებაში გამოვლინდა. ხოლო ეგზოგენურად არსებობდა 

10  საქართველოს ეროვნული ბანკი, http://nbg.gov.ge/index.php?m=306
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გლობალური სავალუტოსაფინანსო კრიზისის ჯაჭვური რეაქციით გავრცელების რამდენიმე 
მიზეზი: საქართველოს ჰქონდა ის ფუნდამენტური პრობლემები, რაც ახასიათებს ტიპურ 
დაბალგანვითარებულ ეკონომიკას. ეს იყო საბიუჯეტო დეფიციტი, მზარდი სახელმწიფო ვალი, 
ქვეყნის ეკონომიკის დაბალი მონეტიზაცია, სუსტი საბანკო სისტემა და არასაკმარისი პროგრესი 
ინსტიტუციურ და სტრუქტურულ რეფორმებში.

ტრანსფორმაცია ქვეყანაში ნელი ტემპით მიმდინარეობდა, საბაზრო მექანიზმები კი სუსტად 
მუშაობდა. ამასთან, ძლიერი ადმინისტრაციული ჩარევა საბაზრო ინსტიტუტების საქმიანობაში 
ხელს უშლიდა კერძო სექტორის განვითარებას და ასტიმულირებდა კორუფციასა და 
ახალი სახელმწიფო ოლიგარქიის ფორმირებას. ამას ემატება უძრაობის, სტაგნაციის ხაზი 
სახელმწიფოსადმი დამოკიდებულებაში, რაც ქმნის სუბიექტების ფსიქოლოგიურ მოლოდინს, რომ 
კრიზისი განმეორდება. ამისი მაგალითია იგივე უნდობლობა ეროვნული ვალუტისადმი.

დაბალი იყო მონეტიზაციის დონე, რაც მეტყველებდა ბანკების შეზღუდულ როლზე. დაზოგვის 
დაბალი დონის, ნაღდი ანგარიშსწორების მაღალი წილისა და დოლარიზაციის მაღალი 
კოეფიციენტის პირობებში, ბანკების განვითარება მიმდინარეობდა შეზღუდულ სივრცეში.

ამ ფაქტორებთან ერთად დაბალი ინვესტირების დონე აძლიერებდა ეკონომიკის არასტაბილუ
რობას, ხოლო დოლარიზაციის მაღალი მაჩვენებელი აძლიერებდა საქართველოს დამოკიდებუ
ლებას გარეფაქტორებზე, რაც დოლარის დევალვაციის შემთხვევაში უარყოფითად მოქმედებდა 
ეროვნულ ეკონომიკაზე და საქართველოში წარმოებულ ფასეულობებზე. ეს და სხვა მაჩვენებლები, 
მართალია, გამოხატავდა საქართველოში არსებულ სუსტ ფინანსურ მდგომარეობას, დინამიკაში 
ისინი ნელა, მაგრამ მაინც უმჯობესდებოდა. 

მთლიანობაში, 90იანი წლებში ეკონომიკა არაერთგვაროვნად განვითარდა. 1998 წლიდან ცნობილი 
სავალუტო კრიზისის შემდგომ სტრუქტურული რეფორმები შეფერხდა და ეკონომიკური ზრდის 
ტემპი დაეცა. საქართველოში დაიწყო “უძრაობის პერიოდი,” რომელმაც თითქმის “ვარდების 
რევოლუციამდე” გასტანა. თუმცა, ქვეყანა მაინც ვითარდებოდა ზომიერად დაბალი ტემპით, 
საშუალოდ 33.5%ით. ამ პერიოდის საქართველოს სოციალურეკონომიკური ანალიზი სწორედ 
რომ გარდამავალი პერიოდის “უძრაობაზე” მეტყველებს, ანუ იმაზე, რომ სოციალურეკონომიკური 
და პოლიტიკური ცვლილებების მოლოდინის პერიოდში წარმოიშვა ხელისუფლების მხრიდან 
კონსერვატორული უმოქმედობა. რეალური ცვლილებები, ფაქტობრივად, აღარ ხორციელდებოდა. 
ამის შედეგად კიდევ უფრო გაძლიერდა მოსახლეობის სოციალური დიფერენციაცია და გაიზარდა 
არალეგალური ეკონომიკის მასშტაბი. გაიყინა პენსიები, ხელფასების მოცულობა და, შესაბამისად, 
გაიზარდა ადამიანების მცირერიცხოვანი ჯგუფის სიმდიდრე, ეს ადამიანები ქვეყნის პოლიტიკურ
ეკონომიკურ ელიტას შეადგენდნენ. საშუალო ხელფასმა შეადგინა საარსებო მინიმუმის მხოლოდ 
6070%, პენსიებმა კი  – მისი მეათედი ნაწილი. ამასთან, 19982003 წლებში მათი რეალური სიდიდე 
შემცირდა კიდეც.

მიუხედავად ასეთი განვითარებისა, ქვეყანაში ხორციელდებოდა გარკვეული ინსტიტუციური 
ცვლილებები, რომლებიც წინააღმდეგობრივად წარიმართებოდა, თუმცა, მთლიანობაში, გზას 
უკვალავდა ლიბერალური საბაზრო ეკონომიკის განვითარებას.

1.3. ინსტიტუციური ცვლილებები

პრივატიზება. საქართველოში 1992 წელს დაწყებული პრივატიზების პროცესი, სხვა 
მიზნებთან ერთად, მიმართული იყო იმისკენ, რომ სახელმწიფოსაგან გათავისუფლებულიყო 
ის საწარმოები, რომელთა მართვაც მას არ შეეძლო ეფექტურად. შესაბამისად, მათი შემდგომი 
ფუნქციონირებისათვის აუცილებელი იყო დამატებითი კაპიტალდაბანდებები, რომელიც 
სახელმწიფოს არ გააჩნდა და არც სესხის სახით შეიძლება ყოფილიყო აღებული.
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საწყის ეტაპზე პრივატიზებას დაექვემდებარა მცირე და საშუალო საწარმოები. კანონმდებ
ლობით11 განისაზღვრა სტრატეგიული დანიშნულების ობიექტები, ხოლო ე.წ. არასტრატეგიული 
დანიშნულების ობიექტები დაექვემდებარა განსახელმწიფოებრიობას, რაც მიზნად ისახავდა 
კონკურენტული ბაზრის შექმნას. მრავალი საწარმო იძულებული იყო, შეეჩერებინა საქმიანობა 
ხოლო ვადაგადაცილებული დავალიანების მქონე საწარმოების რიცხვი მკვეთრად მატულობდა 
რამდენიმე მიზეზის გამო: მათ პროდუქციას არ ჰქონდა ბაზარი, საწარმოს ასამუშავებლად არ 
არსებობდა საკმარისი კაპიტალდაბანდება, ხელმძღვანელობას არ გააჩნდა საბაზრო ეკონომიკის 
საკმარისი გამოცდილება, საბანკო სისტემა ვერ პასუხობდა ბიზნესის მოთხოვნებს, მათი 
საპროცენტო განაკვეთები ხელმიუწვდომელი იყო ბიზნესისათვის და სხვ. 1999 წელს 16 ათასზე 
მეტი საწარმოს დავალიანებამ სახელმწიფო ბიუჯეტის წინაშე 338.4 მილიონი ლარი შეადგინა, რაც 
იმ პერიოდში სახელმწიფო შემოსავლების ნახევარზე მეტს შეადგენდა.12 1998 წელს მიღებული 
იქნა კანონი  “საგადასახადო დავალიანების რესტრუქტურიზაციის შესახებ”, რომელმაც კიდევ 
უფრო შეუწყო ხელი დავალიანებების გადავადებას და ამით, ფაქტობრივად, მოახდინა ზომბი 
(მკვდარი) ეკონომიკის ფორმირება.

შემდგომ ეტაპზე, 1997 წლიდან, მასობრივ პრივატიზებაში ჩაერთო მთელი მოსახლეობა და დაიწყო 
მსხვილი საწარმოების პრივატიზება სააქციო საზოგადოებებად მათი გარდაქმნით, თუმცა ეს 
საწყის ეტაპზე ძირითადად განხორციელდა პოლიტიკური მიზნებით (უმეტესად, საერთაშორისო 
ფინანსური ორგანიზაციების, USAID და სხვა დონორი ორგანიზაციების კონსულტაციებით) და 
მისი მიზანი, მოზიდული ყოფილიყო უცხოური ინვესტიციები, ნაკლებად შედეგიანი იყო. ამასთან, 
როდესაც საკონტროლო პაკეტები იყიდებოდა, ბიუჯეტში შესული თანხები კი არ ხმარდებოდა 
კომპანიების რეინვესტირებას, შესაბამისად, ეს საწარმოები რთული ფინანსური პრობლემების 
წინაშე აღმოჩნდნენ. ამასთან, ასეთი სახის კომპანიების მართვის გაუმჭვირვალობის და კადრების 
ნაკლებობის გამო ვერ ხერხდებოდა შიდა ინვესტორების დაინტერესება, შესაბამისად, გაძნელდა 
საფონდო ბირჟის ფორმირებაც. აუცილებელი ხდებოდა ასეთი კომპანიების მართვის სტრუქტურის 
შეცვლა, რასაც, წესით, მნიშვნელოვნად უნდა აემაღლებინა საწარმოების კაპიტალიზაციის დონე, 
აქციების ლიკვიდურობა და აქციონერთა უფლებების დაცვა. 

მიუხედავად საწარმოების განსახელმწიფოებრიობისა, ეკონომიკა მხოლოდ უმნიშვნელოდ 
ვითარდებოდა და საწარმოები განიცდიდნენ ფუნქციონირებისათვის საჭირო ფინანსური 
რესურსების და პერსონალის ნაკლებობას. კერძო მესაკუთრეებს არ ჰქონდათ არავითარი 
გამოცდილება დამოუკიდებელი საწარმოს ფუნქციონირებისათვის. ამიტომ საწარმოების 
აბსოლუტური უმრავლესობა გაჩერდა და ვერ შეძლო საბაზრო ეკონომიკის პრინციპებზე 
გადასვლა, ის საწარმოები კი, რომლებიც აგრძელებდნენ ფუნქციონირებას, მხოლოდ სახელმწიფოს 
მიერ რესტრუქტუირებული ვალის საფუძველზე “ახერხებდნენ” საქმიანობას და რჩებოდნენ 
არაკონკურენტუნარიან საწარმოებად. ამდენად, პრივატიზების პროცესმა ვერ უზრუნველყო 
ეკონომიკის კონკურენტუნარიანობა, თუმცა ინსტიტუციურად საფუძველი ჩაუყარა საბაზრო 
ეკონომიკის დანერგვას. 

ვაჭრობის ლიბერალიზაცია. 1990იანი წლებიდან დაწყებული, საქართველოში ნელა, მაგრამ 
თანდათანობით ხდებოდა ლიბერალური სავაჭრო რეჟიმისათვის წინაპირობების შექმნა, 1992
1996 წლებში დაიწყო იმპორტზე შეზღუდვების თანდათანობით გაუქმება, ხოლო 1995 წელს 
გაუქმდა კვოტების სისტემა. თანდათანობით მცირდებოდა ექსპორტირებადი, ჯერ კიდევ საბჭოთა 
პერიოდიდან აკრძალული საქონლის ჩამონათვალიც. 

საქართველოში ლიბერალური სავაჭრო პოლიტიკის განვითარების ინსტიტუციური პირობა 
შექმნა საქართველოს ვაჭრობის მსოფლიო ორგანიზაციაში (ვმო) გაწევრიანებამ. 1996 წლის 26 

11 საქართველოს კანონი “სახელმწიფო ქონების პრივატიზების შესახებ” 1997 ßËÉÓ 30 ÌÀÉÓÉ. N 743 – IIÓ
12 მოხსენება ვადაგადაცილებულ დავალიანებათა  შესახებ. პარლამენტის საბიუჯეტო ოფისის გამოკვლევები. 

თბ., 1998. გვ. 24. 
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ივნისს ვმოს გენერალური საბჭოს სხდომაზე საქართველოს მიენიჭა დამკვირვებლის სტატუსი. 
1996 წლის ივლისში საქართველოს მხარემ ოფიციალურად განაცხადა აღნიშნული ორგანიზაციის 
სრულუფლებიანი წევრის სტატუსის მიღების სურვილი, რაც, ფაქტობრივად, თავისუფალი და 
ლიბერალური სავაჭრო რეჟიმის ფორმირებისაკენ გადადგმული პოლიტიკური ნაბიჯი იყო. 
ვმოის გენერალურმა საბჭომ ჩამოაყალიბა წევრი ქვეყნების სამუშაო ჯგუფი საქართველოს 
გაწევრიანების საკითხზე სამუშაოდ. სრულუფლებიანი წევრის სტატუსის მისაღებად დაწესებული 
პროცედურის შესაბამისად, 1997 წლის მარტში ვმოის სამდივნოს ოფიციალურად გადაეგზავნა 
“მემორანდუმი საქართველოს საგარეო ვაჭრობის რეჟიმის შესახებ”. 

ვმოში გაწევრიანების პროცესში გატარდა მრავალი საკანონმდებლო ცვლილება, რათა მომხდა
რიყო საქართველოს კანონმდებლობის მაქსიმალური ჰარმონიზაცია ვმოის მოთხოვნებთან. 
გაუქმდა ექსპორტიმპორტის კვოტირება (შენარჩუნდა მხოლოდ მეტად შეზღუდული 
ნომენკლატურის სპეციფიკურ საქონელზე ექსპორტის ან იმპორტის აკრძალვა). იგივე შეეხო 
ლიცენზირებას, გაუქმდა საგარეო სავაჭრო კონტრაქტების რეგისტრაციის მოთხოვნა, შემცირდა 
აქციზური საქონლის ჩამონათვალი და სააქციზო განაკვეთები, იმპორტზე ტარიფის განაკვეთები 
დაწესდა საბაჟო ღირებულების 12% ან 5%ის ოდენობით. ექსპორტის ხელშეწყობის მიზნით 
საქართველოში გაუქმდა საბაჟო გადასახადი ექსპორტზე, დაწესდა რიგი შეღავათები საწარმოო 
დანიშნულების საქონლის იმპორტზე. ამგვარმა ლიბერალურმა სისტემამ წინაპირობები შექმნა 
საქართველოს ვმოში გასაწევრიანებლად.

1999 წლის 6 ოქტომბერს ვმოის გენერალურმა საბჭომ მოიწონა სამუშაო ჯგუფის მოხსენება და 
ხელი მოეწერა ვმოის დამფუძნებელ მარაკეშის შეთანხმებაზე საქართველოს მიერთების ოქმს. 2000 
წლის 20 აპრილს საქართველოს პარლამენტმა რატიფიცირება  მოახდინა ვმოში საქართველოს 
გაწევრიანების ოქმისა და 2000 წლის 14 ივნისიდან საქართველო ვმოის სრულუფლებიანი 137ე 
წევრი გახდა. საქართველომ აიღო ვალდებულებები, რომლებიც შეეხებოდა ფართო სპექტრის 
საკითხებს: სამეწარმეო საქმიანობისა და ექსპორტიმპორტის ლიცენზირებას, საგადასახადო 
სისტემას, სტანდარტიზაციასერტიფიკაციას, სანიტარულ და ფიტოსანიტარულ ნორმებს, 
სუბსიდიების გამოყენებას, ინტელექტუალური საკუთრების ვაჭრობასთან დაკავშირებულ 
ასპექტებსა და ა.შ. მნიშვნელოვანი იყო საქართველოს ბმული ტარიფების ცხრილთან მიერთება. 
იმ სასაქონლო პოზიციებზე, სადაც ბმული ტარიფები დაფიქსირდა უფრო დაბალ დონეზე, ვიდრე 
გაწევრიანების მომენტისთვის მოქმედი ტარიფი (საინფორმაციო ტექნოლოგიები, ფარმაცევტული 
პროდუქცია, მანქანადანადგარები, ზოგიერთი ნედლეული და ა.შ.), საქართველო გაწევრიანების 
დღიდან ვალდებული იყო, მოქმედი ტარიფი შეესაბამებინა “ბმულის” მოთხოვნებისთვის, დაეწესებინა 
მისი დონის ან უფრო დაბალი ტარიფი (ბმული ტარიფების ცხრილები წარმოადგენს საქონლის 
იმპორტზე საბაჟო ტარიფის იმ მაქსიმალური განაკვეთების ჩამონათვალს, რომელთა გამოყენების 
უფლება აქვს საქართველოს ვმოის წევრებისგან დამატებითი თანხმობის მიღების გარეშე.).

ტარიფთა მაღალი დონეები გაწევრიანებისას შეთანხმდა ძირითადად სასოფლოსამეურნეო 
პროდუქციაზე (ალკოჰოლი, ხილის წვენები, გადამამუშავებელი მრეწველობის პროდუქცია, 
თამბაქო და ა.შ.), აგრეთვე, მცირე რაოდენობის სამრეწველო პროდუქციაზე (სამშენებლო 
მასალები, მსუბუქი მრეწველობის ნაწარმი და ა.შ.). ზოგიერთ პროდუქციაზე ბმული ტარიფები 
მომდევნო 56 წლის განმავლობაში თანდათანობით შემცირდა.

ვმოში გაწევრიანების შედეგად აშშმ საქართველოს მოუხსნა ე.წ. ჯექსონვენიკის შესწორების 
მოქმედება, რომელიც ითვალისწინებდა საბჭოთა კავშირთან ვაჭრობის შეზღუდვას და მიანიჭა 
უპირატესი ხელშეწყობის რეჟიმი მუდმივ ბაზაზე, შემდგომ კი – განზოგადებულ პრეფერენციათა 
სისტემის (GSP) ბენეფიციარის სტატუსი. საქართველომ მიიღო უპირატესი ხელშეწყობის რეჟიმი 
148 წევრი ქვეყნის ბაზარზე, რაც ნიშნავდა, რომ საქართველოდან იმპორტირებულ საქონელს მათ 
ბაზარზე ექმნებოდა, სხვა ქვეყნების საქონელთან შედარებით, მსგავსი ხელშეწყობის რეჟიმი. სხვა 
უპირატესობებთან ერთად, ეს გამოიხატებოდა წევრი ქვეყნების მიერ საიმპორტო ტარიფების 
შემცირებაშიც. 



საქართველოს ეკონომიკური ტრანსფორმაცია

16             შუალედური ანგარიში

მიუხედავად ვაჭრობის ლიბერალიზაციისა, აღნიშნულ ინსტიტუციურ ცვლილებებს 
ეკონომიკაზე თვალსაჩინო ეფექტი არ მოუხდენია. დაბალი ხარისხის საქონელი და მაღალი 
ხარჯები კვლავინდებურად საქართველოს არაკონკურენტუნარიანობის მაჩვენებელი იყო, რაც 
ხელისშემშლელად მოქმედებდა მოსახლეობის კეთილდღეობაზე და იწვევდა სავაჭრო დეფიციტის 
ზრდას. დეფიციტმა კულმინაციას მიაღწია 1997 წელს და შეადგინა 704 მლნ აშშ დოლარი, რაც 
1997 წლის სავაჭრო ბრუნვის (1,108 მლრდ აშშ დოლარი) 63.5%ს შეადგენდა.13 მართალია, 
შემდგომ იგი შემცირდა, მაგრამ ძირითადად არა წარმოების განვითარების, არამედ შავი ლითონის 
ჯართის ექსპორტის ზრდის ხარჯზე. მიუხედავად ამისა, საქართველოში საფუძველი ჩაეყარა 
საერთაშორისო ვაჭრობის განვითარების ხელშემწყობი გარემოს ფორმირებას. 

ინვესტიციები. ძირითადი ბარიერი, რომელიც ხელს უშლიდა საქართველოს ეკონომიკის ზრდას, 
იყო ინვესტიციების დაბალი დონე და არასახარბიელო საინვესტიციო გარემო, რაც, თავის 
მხრივ, განპირობებული იყო კორუფციის მაღალი დონით, ეთნოპოლიტიკური კონფლიქტებით 
გამოწვეული არასტაბილური გარემოთი, ჩრდილოვანი ეკონომიკის არსებობით და სხვ. 

1990იან წლებში პირდაპირი უცხოური ინვესტიციები უმნიშვნელო იყო (ზუსტი სტატისტიკური 
მონაცემებიც არ მოიპოვება) იქამდე, ვიდრე დიდი საერთაშორისო ენერგეტიკული პროექტების 
განხორციელება არ დაიწყო 1997 წლიდან. 199798 წლებში ბაქოსუფსის ნავთობსადენის 
მშენებლობასთან დაკავშირებით პირდაპირი უცხოური ინვესტიციების წილმა შეადგინა მშპს 6.9
7.3%, მაგრამ შემდგომ ინვესტიციების წილი მკვეთრად დაეცა 2 პროცენტამდე. ეს მაჩვენებელი 
მხოლოდ 2003 წელს გაიზარდა და მან 8.4% შეადგინა,14  რაც განპირობე ბული იყო ბაქოჯეიჰანის 
ნავთობსადენის მშენებლობით.

თუ კასპიის ზღვის ნავთობისა და გაზის მილსადენების მშენებლობას არ მივიღებთ მხედველობაში, 
სხვა სერიოზული უცხოური ინვესტიციები საქართველოში არ დაბანდებულა. მათი დაბანდება 
გარკვეულ  რისკთან იყო დაკავშირებული, რადგან ყველა მნიშვნელოვან შემო სავალს კლანური 
ჯგუფები აკონტროლებდნენ, ხოლო, თუ ვინმე მოიწადინებდა თავისუფალი საბაზრო კანონებით 
საქმიანობას, ისინი აღმოჩნდებოდნენ კრიმინალების ზემოქმედების ქვეშ. ამდენად, საინვესტიციო 
გარემო საქართველოში მეტად მძიმე იყო. ამ ვითარების დაძლევა მხო ლოდ ჩრდილოვან 
ეკონომიკასთან და კორუფციასთან ბრძოლით იყო შესაძლებელი. ადამიანების მოტაცება, 
ბიზნესმენების დატერორება, საგადასახადო და მაკონტროლებელი ინსტიტუტების ზეწოლა და 
ბიზნესის დაკნინებულ მდგომარეობაში ყოფნა იყო საინვესტიციო განვითარების ხელისშემშლელი 
პირობა.

1.4. სოციალური სფეროს განვითარება 

შრომის ბაზარი.  გარდამავალი პერიოდის განმავლობაში საქართველოს შრომის ბაზარზე 
სახელმწიფოს მიერ განხორციელებული სოციალური პოლიტიკა უმნიშვნელო გავლენას ახდენდა 
სამუშაო ადგილების ზრდაზე, სოციალურ დაცვაზე და შემოსავლების უთანაბრობის შემცირება
ზე, რის შედეგადაც უმუშევრობა იზრდებოდა.

საბაზრო ეკონომიკაზე გადასვლის ყველაზე დრამატულ – 19901994 წლებში საქართველოში 
რეცესიას და ჰიპერინფლაციას დასაქმების შემცირება და უმუშევრობის შესაბამისი ზრდა 
არ მოჰყოლია, რადგან ადგილი ჰქონდა დასაქმების მასობრივ გადანაცვლებას შედარებით 
მაღალმწარმოებლური დარგებიდან დაბალმწარმოებლურ დარგში – აგრარულ სექტორში, სადაც 
დამატებული ღირებულების წარმოება ერთ დასაქმებულზე, მრეწველობასთან შედარებით 5ჯერ 
დაბალი იყო. შედეგად, სოფლის მეურნეობაში დასაქმებულთა რაოდენობა  1990 წელს არსებული 

13  http://www.wto.org/english/thewto_e/minist_e/min98_e/mc98_e/st44.pdf
14  http://databank.worldbank.org
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Abstract	  
The article analyzes state dominance in Georgia’s economy between 2003 and 2010 from the 
perspective of the (new) developmental state. The specific interlinkage of economic model, 
law and administration through which state interventions may generate market-enhancing 
effects provides the analytical framework for the examination of Georgia’s institutional setting. 
The article argues that Georgia enjoyed favorable exogenous conditions for the emergence of 
a developmental state and was about to introduce a set of administrative features similar to 
developmental states. However, two factors significantly shaped state-economy relations 
different to developmental states. Firstly, Georgia opted for a radical anti-corruption-driven 
separation of state and economy and pursued, consequently, a strict Washington Consensus 
economic policy. In doing so, the government simultaneously abandoned effective formal 
instruments for the politically relevant steering of the distribution of economic advantages. 
This in turn increased the necessity for informal interventions in economic processes 
contradicting the chosen economic model. Secondly, the flexibility-approach of the 
government, which relied rather on capable managers than on structures and procedures, 
undermined the administrative reforms and prevented the emergence of an ‘embedded 
autonomy’ of the public service. The absence of a capable, institutional learning and 
autonomous administration must be seen as the major obstacle for the elaboration of 
appropriate strategies after 2008 when the government altered its neo-liberal approach 
towards state-managed capitalism. Although the government was able to steer private and 
public investments in the specific sectors by relying on its informal coercive power, the 
economic success of this economic policy, however, failed to appear. The article argues that 
the lack of an independent administration and the renunciation of means of formal 
coordination and of law in general are to be made responsible for this. In doing so, Georgian 
policy makers also waived the chance to reconcile their agenda of sustainable economic 
growth with the agenda of political power preservation. The study seeks to contribute to the 
question of institutional prerequisites for successful state interventions in Low- and Middle-
Income Countries and, hence, to the growing literature on Post-Washington Consensus and 
New Developmentalism. 

	  
	  

Singapore	  as	  a	  role	  model	  for	  development	  –	  An	  introduction	  

	  

Within the last two decades, Singapore has made a tremendous career in becoming 

a prominent development model for post-communist leaders. The particular 

attractiveness to promote own reforms as following the Singaporean model derives 

from the country’s success to create modern state structures and impressive 

economic growth while to a large extent preventing political liberalization. While some 

countries have started to copy from and collaborate with Singapore (Kazinform 2013), 
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the ‘Singaporean model’ has mostly been used as a political cipher for the promise 

that a low-income country can become rich. 

 

However, Singapore offers more to the region than a catchy label. In fact, it has 

become an epithet for the currently most urging challenge post-communist policy-

makers are faced with: how to successfully reconcile a liberalized, global economy 

with state interventions. Given the rising state dominance in the post-communist 

region and willingness on part of the political elite to actively interfere in economic 

processes, Singapore provides us with a relevant framework to think about the 

conditions and administrative prerequisites to bring competition-based markets and 

state coordination together. The relevant analytical basis here is presented by the 

developmental state concept, which provides deep insight to the conditions of the 

economic success of Japan, South Korea or Singapore and to their capability to 

adapt to changing environmental circumstances. The currently rising literature on 

new developmental states (Trubek 2010, Wade 2010) in the light of the fading 

neoliberal paradigm deals in particular with the question how active state economic 

policy can be successful under the given global environmental conditions. 

 

The present article applies this framework in order to examine Georgia’s economic 

policy and state-economy relations between 2003 and 2012. The period covered is 

characterized by the young, reform-oriented government of Mikheil Saakashvili, who, 

until 2011, named Singapore 35 times as a role model for Georgia’s development 

(Gabrichidze 2013). The article is structured as follows: part I analyzes Georgia with 

regard to exogenous factors that are positively correlated with the emergence of 

developmental states. Part II examines the public service reforms from the 

perspective of administrative autonomy as the core institutional prerequisite of 

developmental states. Part III illuminates state-business relations and the 

embeddedness of economic policy in Georgia, which provides the basis for the 

subsequent discussion in Part IV of the ability to enhance markets and competition, 

the role of law and formal institutions for development as well as the potential 

combination of a Washington Consensus environment and state coordination. It will 

be demonstrated in the paper that the developmental state concept provides an 

interesting framework to analyze state dominance and successful state intervention 

in the economy and will reveal that, despite favorable environmental conditions due 

to a series of specific policy decisions, Georgian policy-makers triggered the 

emergence of a highly contradictory institutional setting that proved ultimately 

responsible for the subsequent failure of the economic policy. 
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I	  “We	  wanted	  to	  be	  different”	  -‐	  Emergence	  conditions	  of	  a	  developmental	  state	  

	  

Authors who take Mikheil Saakashvili by his words and do comparative analyses of 

Georgia and Singapore tend to apply a narrow analytical framework and come up 

with factors like geographic obstacles and territorial conflicts (Dumienski 2011) or 

differences in the political system (Shergelasvili and Khokrishvili 2012) as hindrances 

for Georgia repeating the Singaporean path of development. In doing so, they 

disregard the relevance of exogenous factors that may potentially stimulate Georgian 

policy makers to pursue a superior policy of economic development. As emphasized 

in the debate on East Asia, not primarily favorable conditions but internal and 

external constraints and difficult environmental factors have significantly influenced 

the emergence of developmental states  (Doner et al. 2005).  

 

Developmental states are characterized by a national development agenda and the 

capability of the state to coordinate its agents and various private actors towards this 

commonly shared development project (Wade 2010, p. 157). Developmental states 

features furthermore a constant process of discovery in which the state seeks to 

empower the private sector. Therefore, state policy does not aim at replacing, but at 

enhancing market functions by means of collaborative structures between the public 

and private sector that foster experimentation and revision (Trubek 2010, p. 10). 

 

The existence of significant pressure on part of the population for improving living 

conditions has been recognized as a first internal constraint to policy makers and a 

primary internal stimulus for a national development agenda. Corresponding to many 

other post-soviet countries, public pressure on Georgia’s policy makers was high. 

After the collapse of the Soviet Union, the region experienced massive economic 

decline, which in Georgia led to a poverty rate that continued to exist at a level of 

approx. 30% of the population until 2003 (World Bank 2013). However, state 

structures at the beginning of transition did not have the capacity to respond to this, 

as they were weak and in most cases captured by strong societal groups. Building 

and consolidating state structures, as Saakashvili managed to do after 2003 (Mitchell 

2009, pp. 100–105), generated not only the capability for state acting, but also 

created a new addressee for popular pressure.  

 

A second stimulus for policy makers to decide for a pro-growth policy has been 

identified in material constraints, more precisely in lacking natural resources (Doner 

et al. 2005, pp. 339–340; Stark 2012, p. 57). The idea is that decision makers who 
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cannot rely on the exploitation of natural resources are forced to generate income 

from broad-based economic growth to satisfy elite and populace needs. Georgia is 

sufficiently equipped with natural resources such as copper, ferrous metal, 

manganese and rare earths for ensuring the country’s economic development and 

energy security (Tvalchrelidze et al. 2011, p. 66). Unlike other neighboring countries, 

however, Georgia lacks reserves of fossil hydrocarbon or other exploitable large-

scale resources and, hence, needs to develop a broader base for income. 

 

Finally, the existence of an external security threat to the country has been 

recognized as an important external constraint and stimulus for actively pursuing a 

pro-growth strategy. Some East-Asian countries perceived economic power as 

indispensable for guaranteeing its military security (Haggard 2004, p. 60; Woo-

Cumings 1998, p. 322). The conflict with Russia had similar effects on Georgia’s 

decision makers. The combination of a continued occupation of approximately 20% 

of Georgia’s territory and the reinvigoration of the Georgian state led to an 

intensification of the conflict under Saakashvili (trade barriers, termination of 

diplomatic relations) and, finally, escalated in the August war of 2008. The constant 

threat posed by Russia’s regional interests resulted in increased integration efforts 

into western security structures, as well as, domestically, in political consolidation: 

"Russia played a role as a danger outside the country, which tries to subordinate, to 

influence, to take this country. This danger also stimulated [the ruling party to think] 

that they are the only party that can conserve the independence of the state. In this 

sense there was an ambition [...] not to give the country to Russia.” (Interview 

Gogolashvili 2012). 

 

The re-establishment and strengthening of state structures in Georgia after 2003 

under the conditionality of internal, material and not least external constraints 

contributed to the “revolutionary governance” (Bruckner 2009, p. 174) of the 

Saakashvili administration, which possessed the political will to make use of newly 

achieved state capacities to radically change the political and economic path of 

development characteristic of Russia and Georgia’s own past. "We wanted to 

position ourselves not only economically healthy and open and liberal, but also as a 

good example of a free society and democracy. Especially in this region, Georgia has 

been a different example because Russia was telling other CIS countries which way 

we should live. This is the post-soviet destiny, so to say. So, this is the way to 

develop. […]We wanted to be different." (Interview Kovsiridze 2012).  
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The government was endowed with a robust mandate by the populace (Wheatley 

2005) and the political will to change the inherited administrative system and state 

policies. Simultaneously, it was aware of the small windows of opportunity that was 

open until next elections (Interview Janashia 2010), which significantly contributed to 

the hastiness and revolutionariness of the reforms. According to the environmental 

factors, the possibility of establishing a developmental state in Georgia after 2003 

must be assessed as generally positive. The question, for which policy the 

government used this window of opportunity and its reestablished state management 

capacity, will be examined hereafter. 

 

	  

II	  With	  New	  Public	  Management	  towards	  a	  developmental	  state	  bureacracy?	  

	  

After coming to office, the Saakashvili government was able to restore state 

capacities for action by reestablishing the state monopoly on use of force and 

suppressing influential criminal networks (Slade 2013) as well as rigorously fighting 

corruption. Given the fact that Georgia was the 6th most corrupt country in the 

Corruption Perceptions Index in 2003 (Transparency International 2003), it is 

comprehensible that the administrative reforms were first and foremost driven by an 

anti-corruption agenda  (World Bank 2012). Institutional and personnel streamlining, 

the simplification of administrative procedures and a consistent introduction of e-

governance systems were meant to diminish interaction between administration and 

the private sector for the purpose of limiting opportunities of corruption (Engvall 2012, 

p. 7). Not least, the recruitment of young, western-educated employees was to 

contribute to a „mental revolution“ in the public service (The Economist 2010). The 

successful replacement of the corrupt, soviet-style bureaucracy with a modernized 

and efficient state administration was repeatedly awarded the UN Public Service 

Award  (United Nations 2012, United Nations 2013) . 

 

The central institutional prerequisite of a developmental state is the ‘embedded 

autonomy’ of the economic administration (Evans 1995, Evans 1998). Specific 

institutional arrangements shield the administration against pressure from various 

sides: organized societal interest groups (Pempel 1999, p. 160), rent-seeking efforts 

of entrepreneurs (Cheng et al. 1999, p. 88) as well as short-term, populist interest of 

politics (Haggard 2004, p. 60). Referring to this argument, (new) developmental 

states “depend upon capable and autonomous bureaucrats, such as those found at 



	   6	  

the upper levels in China, which are capable of managing and coordinating 

sophisticated policies.” (Wade 2010, p. 157)  

 

Georgia conducted a civil service reform based on the New Public Management 

(NPM) approach (Dolidze 2007), which, compared with a Weberian type of 

bureaucracy, focuses on efficiency and output rather than on accuracy of execution 

(Hood 1996). The central idea of NPM is to decentralize decision-making processes 

and to grant the ministries and state agencies sufficient autonomy to elaborate own 

solutions for upcoming challenges. This approach was meant to foster institutional 

independence, competition between administrative units and experimental-

incremental solution-seeking: As the former adviser to the Prime Minister argues: 

“When you centralize reforms, you get mediocre results everywhere […] You don’t 

get very bad results, but you also don’t get very good results because you are not 

experimenting and you are trying to just create a common denominator. When you 

do it in a decentralized manner, of course there is the risk of failures. But on the other 

hand, you have a chance of success. Then, when you have a role model, you can 

push all others to [match] that level.” (Lejava cited by (Bennet 2011, p. 13).  

 

This idea of autonomy and flexibility is one of the few where a neoliberal inspired 

public service approach that transfers organizational principles from the private 

sector to the administration meets a developmental state bureaucracy that also 

bases on the idea of autonomy and experimentation. However, in its interpretation of 

NPM, the Georgian government overemphasized the flexibility aspect of this 

approach at the expense of professionalism and, more importantly, at the expense of 

administrative independence; both aspects are needed for development policy to be 

successful in the long term.  

 

The government organized the public sector as part of the liberalized labor market 

and subjected it to the principles of supply and demand (Turmanidze 2006, p. 4). In 

accordance with existing tasks, the administration was held to hire qualified 

employees temporarily and, thus, maintain flexibility to respond to changing needs. 

An estimated 70% of 86.000 state employees were working on a temporary contract 

basis in 2012 (Corso 2013). In fact, the introduction of a contract-based system 

undermined the central condition for a professional administration: skilled labor. 

Firstly, the market for skilled labor has been generally limited due to the relatively low 

level of education in Georgia. Secondly, the lack of professionalism within the 

administration was further increased, as employing young and motivated but 
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inexperienced cadres was preferred over hiring bureaucrats from the former regime 

(Bennet 2011, p. 7). Excellent, western-educated employees, thirdly, found the 

offered short-term contracts not overly attractive and often left the public service for 

more favorable conditions to the private sector: „Civil service contracts tended to last 

only a year or two and lacked the extended incentives of a career-based model. As 

professionals left to take higher-paying jobs in the private sector, their departure left 

many ministries without long-serving staffers who could help maintain consistency in 

policy directives and implementation.” (Bennet 2011, p. 11). In addition, the basic 

idea of a contract-based administration of specialized professionals was lead ad 

absurdum when only permanent positions were awarded through an open 

competition (Corso 2013), which means that the majority of public servants was not 

selected on the basis of meritocratic principles. Temporarily limited contracts and a 

consequent high fluctuation of employees, as well as lacking meritocratic principles in 

hiring procedures stifled capacity-building and knowledge-accumulation within the 

public service as preconditions for institutional learning and rationality-based 

decision-making. Developmental states, instead, were aware of the importance of 

skilled labor and institutional learning and prevented such developments by a strict 

recruitment policy and attractive, long-term career models (Evans 1995, Evans 1998). 

 

Georgia’s emphasis on flexibility included also relying rather on persons than on 

structures and procedures. Although the government established semi-autonomous 

public bodies, such as the civil and public registries that were furnished with far-

reaching competences regarding self-organization, an autonomous personnel policy 

as well as own sources of income by means of fees in order to independently provide 

public services (Urushadze 2011), the government dispensed with institutional 

arrangements that would have guaranteed genuine autonomy to these public bodies. 

Usually, NPM-organized agencies are headed by a chief executive officer and 

supervised by a board of directors, which ensures both autonomous decision-making 

and supervision. In Georgia, public agencies were directly headed by Vice-Ministers 

(Bennet 2011, p. 7). As no independent boards of directors existed, politics enjoyed 

far-reaching power to influence the execution of professional work, not least amplified 

by the above stated personnel policy, which grants high flexibility to the employer 

(Urushadze 2011). The Georgian emphasis on strong managers vis-à-vis structures 

and procedures undermined the de jure-chartered autonomy of administrative units 

and subjected them directly to political influence. 

 Strong and specific management competences of ministers and other senior officials 

were perceived as the key factor for the success of the modernization agenda and 
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the rapid change of state and society. Therefore, senior officials were moved where 

their skills were needed most (Bennet 2011, p. 11), resulting in the phenomenon of 

regular cadre reshuffles. Alternatively to this argument, rotation can also be 

comprehended as an effective means for preventing corruption and generating 

loyalty (Timm 2012). Of greater importance in this regard, though, is that the 

‘governmental carrousel’ had negative effects on the professionalization of public 

services. Firstly, an assumption of office was usually accompanied by personnel 

changes that often went down to the junior level of the administration (Engvall 2012, 

pp. 51–52). The personnel autonomy in hiring, firing and promoting employees was 

originally granted to facilitate administrative units with sufficient competences of self-

organization. In fact, this autonomy turned into a potential political instrument for 

influencing professional work of the administration. Secondly, the new arrival of a 

minister or head of agency led to the regular introduction of new internal planning- 

and decision-making structures at the expense of the performance of agencies: „Not 

surprisingly, agencies that experienced fewer turnovers of deputies, such as the 

Ministry of Justice’s Civil Registry Agency, achieved greater success in implementing 

long-term strategies.“ (Bennet 2011, p. 11). Obviously, the decentralized, goal-

oriented management approach of NPM, which grants high organizational autonomy 

for the purpose of efficient service provision, was undermined by the cadre policy of 

the president and led to even less effective structures. Similarly, the system of bonus 

payments was introduced as an instrument for efficiency improvement. However, 

since distinct legal regulation or administrative prescriptions were missing, decisions 

about payments and their amount became exclusively subject to the respective 

senior management (Narmania 2013). Instead of installing objective criteria and 

procedures, the government preferred to maintain high flexibility in the organization 

and execution of state administration. This was meant to preserve significant room 

for maneuvering in the framework of the government’s modernization agenda but 

simultaneously prevented a separation of politics and administration. The New Public 

Management-based reforms introduced de jure administrative elements akin to a 

developmental state bureaucracy; while de facto the public service remained 

subordinate to politics and lacked the autonomy and capacity to elaborate and 

implement rational and long-term oriented development policies on its own. 

 

However, such state-led policy, for which an autonomous administration would be 

needed, was not on the agenda following the Rose Revolution. Georgia’s state 

reforms were initially driven by the anti-corruption agenda, which entailed a strict 

withdrawal of the state from the economy. This approach fitted well with the ideas of 



	   9	  

libertarianism, a school of thought that became exceptionally popular among 

Georgian policy makers (European Stability Initiative 2010, pp. 9–10; Jobelius 2011, 

pp. 83–87). This specific amalgamation and normative grounding made Georgia 

probably the last major proponent of the ideational triad of the Washington 

consensus: privatization, deregulation, and liberalization. Accordingly, Georgia’s 

administrative reforms were aimed at the creation of a favorable environment for 

entrepreneurs and investors as prescribed by the neoliberal paradigm and managed 

to push Georgia to the Top 10 of the Ease of Doing Business Index within short time 

(Doing Business 2013). For this economic policy, the public service was endowed 

with sufficient capacities. 

	  

	  

III	   Reconcilableness	   of	   politics	   and	   economy	   –	   embedded	   state	   interventions	   in	  

the	  economy	  

	  

Successful developmental states build upon two different incentive compatibilities or 

sources of legitimacy. The first incentive compatibility emerges between politics and 

populace when political leaders bind their own political survival to economic growth 

(for emergence conditions see section I). Shared economic growth creates legitimacy 

for state interventions, which means a congruency between economic policy and the 

political agenda of power preservation. The second incentive compatibility must be 

created between the state and relevant groups of the private sector. Close interaction 

and negotiation between state and business sectors creates a comprehensive 

system of coordination and thereby forges a sense of common interest. State 

interventions and facilitation focus on enhancing the competitiveness of firms by 

constant upgrading and/or diversification (Ahrens 2002, pp. 173–178). “From its role 

in helping business to succeed the state gained legitimacy for further interventions, 

and the circle became virtuous rather than vicious.” (Wade 2010, pp. 157–158) . This 

close collaboration with the private sector is what has been called the embeddedness 

of economic policy. The border of this developmental partnership, however, marks 

loyalty of the business to politics. By formally (and informally) controlling access to 

state favors and resources, state agencies hold powerful tools not only for stimulating 

firms to improve their performance on the market but also to limit the risk of political 

opponents. This constitutes the second element of the congruence of economic 

policy and political power preservation in developmental states. 

For Georgia, the first form of incentive compatibility can be assumed. Georgia’s 

policy makers committed themselves to economic development and were aware of 
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the fact that their political survival depended on the success of economic policy. 

However, the government believed in the assumption that a free economy will 

develop best and bring most benefit for all. In order to free economic subjects from 

state regulation and intervention as much as possible (Interview Lejava 2012), 

reforms after 2003 aimed consistently at deregulation, abolition of state supervision 

and agencies as well as the pursuit of a non-intervention policy in terms of subsidies, 

tax exemptions or regulating access by licenses (Partskhaladze 2013).  

 

The creation of an incentive compatibility between state and business sector was 

much more complicated. Formally, the state pursued a non-intervention policy, which 

means that a close collaboration with the business sector and intervening in 

economic processes would not have been in line with the given economic paradigm. 

The comprehensive change of the formal institutional setting and state non-

intervention policy also resulted in the abolition of the majority of formal means 

through which political elites were able to influence the distribution of economic 

advantages (Timm 2013). This was particularly critical given the fact that key 

economic players enjoyed close connections to the former regime, which posed a 

high risk for the new government and the success of the political modernization 

agenda. Therefore, regardless of the dogma of non-intervention, the new government 

started to informally intervene in economic processes from the very beginning of its 

incumbency. Firstly, it initiated a process of redistribution of property to the 

advantage of the new political elites and their followers (Papava 2008, p. 24). The 

government continued to informally interfere in property and use rights, which is 

reflected in accordingly poor positions in international rankings (Property Rights 

Alliance 2011; World Economic Forum 2013, p. 175). Secondly, market barriers may 

have been formally removed to a great extent, but the government managed to 

informally regulate access to markets and resources (Timm 2013). Both measures 

allowed for steering of who economically benefits and who not. This relationship 

between state and business resembled less the above-described developmental 

partnership than the phenomenon of business capture (Gelʹman and Marganija 2010). 

 

These informal interventions laid the basis for the phenomenon of “Corporate 

Political Resonsibility” (Khishtovani and Pirveli 2012, p. 3), which entails different 

forms of ‘voluntary’ contributions of the business community to the state and the 

ruling party. The specific relationship that emerged between state and business has 

been described as symbiotic and mutually beneficial: "The government thought that if 

a company is under political control, this is better for [the state] and also for the 
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company.” (Interview Narmania 2012). The fundamental difference to developmental 

states is that in developmental states business is required to produce better products 

or to increase economic performance in return for state favors and in doing so, 

indirectly contributes to the legitimacy of the regime by economic improvements. In 

Georgia, business contribution did not bring about economically relevant value added 

but went directly into popular state and party activities. The second difference to 

developmental states is that the applied economic model and strategies of political 

power preservation in Georgia were incongruent to one another. The politically driven 

informal interventions in the economy were not compatible with the applied liberal 

economic model and tended to undermine FDI-attraction as the government’s 

primary economic growth strategy. In doing so, Georgia thwarted the neoliberal triad 

of privatization, deregulation and liberalization by property right infringements, 

informally regulating markets and limiting the privity of contract. 

 

	  

IV	  Bringing	  the	  state	  back	  in	  -‐	  market-‐enhancing	  policy	  after	  2008	  

	  

Market and competition are not opposite to developmental states, but inherent and 

indispensable components of a successful developmental state policy. State 

interventions and coordination in East Asia were not to replace the market, but, 

instead, to enhance competiveness of domestic firms trough diversification and 

upgrading. “Firms had to meet performance targets in exchange for special favors – 

such as targets for exporting, or local content requirements, or product specifications 

(Wade 2010, p. 155). By creating the possibility for firms to benefit twice, from the 

success on the market through better products and from state rewards, state 

reinforced existing market-incentive structures and, in doing so, was able to 

accelerate sectorial development. In addition, developmental states seek to empower 

the private sector by providing funds and risk sharing or promotion of foreign direct 

investment towards growth sectors. It organizes searches for promising products and 

markets; makes investments in education and technological innovation; uses tariffs, 

taxes and subsidies to create comparative advantage and makes major investments 

in infrastructure to connect domestic markets to the global marketplace (Trubek 2010, 

pp. 6–12) . Wade (2010) has conceptualized these different state interventions as a 

combination of ‘leading’ and ‘following’ the market.  

 

After 2008, Georgia fundamentally altered its economic approach and increasingly 

introduced elements of a state-led economy. This was a response to, first, domestic 
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protests and, second, declining FDI (due to the August war, the global financial crisis 

and declining international reputation). From the analytical perspective of a 

developmental state, the newly created state instruments were established to 

compensate for existing market inefficiencies. The promotion of entrepreneurial 

activities by financing technology transfer or the provisioning of technical equipment 

(i.a. by the Georgian Agrarian Corporation), the provision of capital and risk-sharing 

(i.a. by the Partnership Fund or “Cheap credit”- program), the creation of comparative 

advantages (i.a. by Free Economic Zones) or establishing Public-Private-

Partnerships and steering private and public investments (i.a. in Free Tourism Zones) 

were measures to facilitated sectorial growth (Timm 2013). The government even 

abandoned its formerly strict attitude towards privatization and entered the wine-

producing sector by founding a state-owned enterprise that acquired significant 

market shares within a short time (Fleury 2013).  

 

When it comes to implementation, the administration of Georgia’s state programs has 

often been criticized as inefficient and opaque. The “cheap credit” program was 

blamed for its ineffective distribution of credits and a questionable procedure with 

regard to transparency (Papava 2009, p. 311). The award practice of the Partnership 

Fund has been similarly criticized as being non-transparent and prone to political 

influence (Interview Tvalchrelidze 2012). The above-stated lacking of an 

independently working administration or of respectively specialized autonomous 

organizations can be made responsible for the flawed implementation. For instance, 

it has been argued that the “cheap credit”-program was flawed because it was 

administered by the Ministry for Economic Development itself – instead of delegating 

the screening and selection of qualified projects to independent financial institutions 

(Partskhaladze 2013, pp. 148–149). At the beginning of the reforms, the 

centralization of decision-making appeared to be conducive to organizing a rapid 

liberation of the economy from administrative and regulatory barriers. The absence of 

administrative autonomy and the primacy of politics over administration became only 

an obstacle as the government pursued a more active state-led economic approach. 

The result was policy measures that were exposed to political influence and, hence, 

activism of the government.  

 

The objective of the ‘revolutionary governance’ shifted now from withdrawing the 

state from the economy towards making the state the central clock generator of the 

economy. Given the missing social embeddednes of the policy-making process, the 

government forfeited its ability to develop appropriate long-term strategies. This 
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resulted in unrealistic and unrealized projects, such as the founding of the new city of 

Lazika (Girardot 2013) or the settlement of 40.000 Boers from South Africa (Prasad 

2012). The foundation of state-owned enterprises also did not show market-

enhancing effects, but was rather conducted on the expense of private entrepreneurs. 

The entry of the state into the wine sector did not improve the market in terms of an 

expansion of selling markets or in an increase of efficiency or quality, but led 

primarily to a tax-financed state competitor and the displacement of private 

entrepreneurs (Fleury 2013). 

 

Developmental states often enjoy a high degree of administrative discretion, which 

creates room for experimentation within the system of personalized exchange and 

collaboration (Trubek 2010, pp. 19–20). The phenomenon of Corporate Political 

Responsibility (CPR), which was used after 2008 to extort and steer private 

investments in tourism and other prioritized sectors of the economy (Timm 2013), 

exhibits close resemblances to “administrative guidance” of developmental states. 

„Administrative guidance is a form of pressure on regulated parties to modify their 

behavior and is characterized by its lack of formal legal effect. Frequently implicit, 

however, is the threat of collateral sanction unofficially imposed on companies that 

do not follow the guidance. [...] Private compliance is therefore nominally voluntary, 

but frequently obtained.“ (Ginsburg 2001, p. 587). In both cases, discretionary power 

over access to state orders and other resources allows to informally influence 

investments and entrepreneurial decisions. The main difference is, however, that in 

developmental states an independently working and adaptive-efficient learning 

administration steers economic processes, while in Georgia discretional power was 

exercised by politics itself. The coerced modernization of hospitals or investments in 

infrastructure in state-promoted touristic areas close to the border with the break-

away region of Abkhazia were politically important for domestic and international 

reasons. Economically, this engagement was associated with high losses for the 

businesses involved (Khishtovani and Pirveli 2012; Tchokhonelidze 2013). Private 

investments here were not part of a mutually beneficial developmental partnership as 

in developmental states, but rather a strategy of survival of entrepreneurs within the 

established Corporate Political Responsibility. 

  

The limited market-enhancing effects of the government’s efforts are reflected in the 

Global Competitiveness Index (World Economic Forum 2013), in which Georgia, out 

of 144 countries, was poorly ranked in categories such as “intensity of local 

competition“ (128), the „extent of market dominance“ (112) or the „effectiveness of 
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anti-monopoly policy“ (135). It can be argued that the main reason for existing market 

dysfunctions in Georgia is not to be sought in state interventions itself, but in the way 

they are planned and implemented. The absence of an embedded-autonomous 

administration, which elaborates appropriate growth strategies in close exchange 

with the private sector, and the dominance of politics over economic policy, led to 

formal and informal measures that impeded competition and the emergence of 

functioning markets.  

 

	  

V	  Law	  and	  developmental	  states	  

	  

The developmental state of the 1950’s -1970’s required public law and legal 

institutions that allowed it to direct and mold economic behavior. Legislation served 

as a tool for effecting national economic planning and governing state industry 

(Sherman 2009, pp. 1261–1262) . Apart from this functionalistic application of law, 

administrative law needed to leave sufficient room for experimentation and 

discretionary decisions of state officials (Ginsburg 2001). These both sides 

constituted the legal framework by which classic developmental states steered 

economic development. 

 

In contrast, the neoliberal paradigm and the Washington Consensus shifted the focus 

from public law to private law. The aim of the legal agenda was not to empower the 

state with sufficient steering instruments but to disentangle the state from the market 

(Kennedy 2008, pp. 29–30). “Private law became the primary tool for limiting state 

interference in the market through property and contract rights.” (Sherman 2009, 

p. 1264). Good governance and rule of law presented the accompanying program of 

the neoliberal paradigm for developmental policy fostering formalization and 

depersonalizing, enforcing property rights, reducing corruption, improving the 

effectiveness of the bureaucracy, the judiciary and the police, and strengthening 

transparency and political accountability. 

 

Despite the obvious contrariness, these legal regimes are not necessarily mutually 

exclusive, as developmental states in East Asia since the 1980s/ 1990s prove. In the 

course of their development and adaptation to a changed global economic 

environment, developmental states sought to benefit from the new opportunities of 

free trade and increased Foreign Direct Investments. Singapore is a prime example 

of how a developmental state provided legal security for investors by means of a 
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strict positivistic interpretation of law. Singapore created a legal system that meets 

formal standards of rule of law, while simultaneously preventing the expansion of 

individual freedoms (Silverstein 2008, p. 82). The investment in strong property rights 

may limit political interference possibilities on the one side, while on the other side it 

increases the country’s reputation as a secure investment location and as a reliable 

partner to do business with. As the debate on ‘rule by law’ illustrates, the partial 

provision of judicial independence and rule of law can be highly beneficial even for 

non-democratic leaders and is not necessarily equivalent to political liberalization or 

the introduction of individual civil rights (Ginsburg and Moustafa 2008). According to 

Trubek (2010), new developmental states require a hybrid structure from both legal 

regimes. The legal framework must provide a balance between sufficient flexibility for 

experimentation as well as confidence in the reliability of law because of the new 

developmental state‘s reliance on private investment (Trubek 2010, pp. 19–20). Law 

can serve developmental states to (1) define the goals of the developmental state 

through regulations and legislation, (2) to identify the instrument for achieving these 

goals and (3) to establish the institutional framework of collaboration between public 

and private actors. Thus, formal rules can facilitate and guide the collaboration 

between private and public sector towards a common development agenda 

(Coutinho and Mattos 2008). 

 

Against the background of Georgia’s neoliberal development agenda, public law was 

not seen as a vital instrument to steer economic development. Quite to the contrary, 

Georgia followed the legal reform prescriptions advised by the Washington 

Consensus and abolished formal-state regulatory instruments to a great extent. In 

doing so, Georgia waived legislation and formalized state interventions – as argued 

above – as means to organize economic development and regime stability conjointly 

as development states are able to do.  

 

Moreover, Georgia also missed to establish a rule of law, which presents a 

prerequisite of a liberal economy and, to some extent, also for new types of 

developmental states. The chosen liberal, FDI-based economic model, however, 

relies on the rule of law and the confidence of investors in the legal framework. Still, 

Georgia did not invest in an independent jurisdiction providing sufficient protection 

against infringements on part of state officials. This becomes very obvious in the field 

of property rights. While Singapore is ranked 2nd with regard to the protection of 

property rights, Georgia is placed at the 131th position out of 144 countries (World 

Economic Forum 2013, p. 175). The informal state interventions in the economy, 
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which were applied for the purpose of political power preservation, prevented the 

emergence of a rule of law. The result was a contradictory institutional setting 

between the formal and informal dimension. The policy shift after 2008 led to a re-

introduction of formal state interventions in the economy, however it did not change 

the general attitude towards law. The government continued to adhere to the 

flexibility approach and informal interventions instead of investing in strong rules and 

procedures and an independent judiciary. In doing so, the government missed the 

chance to use law as an effective instrument to credibly demonstrate its self-

commitment to economic growth and to create a developmental partnership between 

the state and the private sector.  

 

 

VI	  Georgia	  -‐	  A	  liberal	  developmental	  state?	  

	  

At present, the world is witnessing the vanishing of the once bright persuasiveness of 

the neoliberal paradigm. What exactly will constitute a ‘Post-Washington Consensus’ 

(Birdsall and Fukuyama 2011) still remains unclear. But one thing is obvious; the 

state will be awarded increased importance in economic processes in the future. 

Concepts like ‘New Developmental States’ (Wade 2010), ‘New Developmentalism’ 

(Trubek 2010) or ‘New Industrial Policy’ (Birdsall and Fukuyama 2011) seek to define 

the role of the state as ‘visible hand’ in the economy. How this ‘visible hand’ will 

relate to the once constituting triad of neoliberalism: privatization, deregulation and 

liberalization, which still shape the global economic environment, will sample out very 

differently. In the near future, we will observe a growing institutional variety and 

states applying more pragmatic policy approaches instead of institutional fetishism 

(Bugaric 2013, p. 27).  

 

This, obviously, does not mean a return to an economic regime before the 

Washington Consensus. An economic growth strategy cannot consist of repeating 

the Import Substituting Industrialization (ISI) of the developmental state of the 1960s 

and 1970s but must apply more sophisticated methods of intervention and, thus, new 

laws and institutions (Trubek 2010, p. 5). East-Asian countries have demonstrated 

that developmental states can adapt to changing global environments and may 

benefit from free trade and free flow of capital. Increased openness to investment 

capital, decrease of transaction costs by deregulating the labor market, for instance, 

or specific legislation to simplify the opening and closing of enterprises met the 

requirements of a globalized economy and were at the same time favorable for 



	   17	  

preserving the developmental state itself. “In Singapore, operationalising the 

neoliberal [...] rationality has been highly beneficial to the economic interests of the 

PAP-dominated state and capitalism, as the accumulation of capital is rendered more 

efficient under such a regime.“ (Liow 2011, p. 259). This form of a (neo-) liberal 

developmental state can adopt favorable (neo-) liberal elements and operate in a 

highly liberalized environment but preserves state dominance in terms of a formally 

and informally steering autonomous administration as the core of the economic 

model. 

 

Georgia has taken the other way around. It introduced liberalism as an economic 

model and, therefore, a policy of non-intervention and deregulation. This model, 

however, did not leave sufficient room for expressing and channeling state 

dominance. Given these self-determined institutional constrains, state coordination 

and intervention in market processes for the political reason of power preservation 

had to be conducted informally. This resulted in the above-described systemic 

contradictions that characterized Georgia’s s state policy between 2003 and 2012. 

Georgia during the presidency of Mikheil Saakashvili presented an unintentional Anti-

Washington Consensus policy rather than a successful Post-Washington Consensus 

combination of liberal and developmental-state elements.  

	  
	  
Conclusion	  

 

This paper aimed at utilizing the developmental state concept for analyzing economic 

policy and state dominance in Georgia between 2003 and 2012. Throughout this 

period, Georgian policy makers shared a common characteristic with developmental 

state leaders: the necessity to generate legitimacy by state performance. The 

Georgian government archived to (re-) establish the state monopoly on the use of 

force and to initiate a ‘revolutionary’, national development agenda aimed at radically 

changing state and society. The reforms of the public service introduced elements 

akin to developmental states such as flexibility, autonomy, competition trough 

decentralization as well as efficiency- and goal-orientation. However, a series of 

policy decisions shaped the execution of state dominance in contrast to 

developmental states significantly. 

 

Given the experienced endemic corruption of the predecessor regime, the 

government exhibited a deep-rooted suspicion towards state structures and 

consequently pursued a radical separation policy of state and society. Withdrawing 
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the state from regulating and intervening in the economy was seen simultaneously as 

an instrument to fight corruption as well as to promote economic growth. The 

consequence was the pursuit of a strict Washington Consensus policy. The suspicion 

towards the state led also to rather relying on capable and trustworthy managers 

than on rules and procedures, which left more room for flexibility to political decision 

makers. 

 

However, the flexibility approach towards the public service prevented a separation 

between administration and politics and the emergence of an autonomously working 

and institutionally learning public service. From a developmental state perspective 

this must be seen as the major hindrance to elaborate appropriate development 

strategies after 2008 when the government altered its economic approach. 

 

It has been furthermore argued that the initially pursued Washington Consensus 

policy abandoned regulatory instruments and intervention options that, apart from 

their economic dimension, were also relevant to steer the distribution of advantages 

in society for the purpose of political power preservation. This led not only to the 

necessity of increased informal intervention and a subsequent undermining of the 

chosen economic model, it also prevented the government to create a mutually 

beneficial incentive compatibility with the business sector based on long-term 

economic growth. State-business relations resembled more a form of business-

capture than a developmental partnership typical for developmental states. 

 

The developmental state concept, which provides an example of how economic 

development model, law and administration must be linked to each other in order to 

generate market-enhancing effects, served as a analytical framework to reveal the 

institutional contradiction in Georgia’s economic policy between 2003 and 2012. The 

developmental state concept has proved an interesting analytical framework to 

identify institutional obstacles for state-managed economic approaches under the 

conditions of the still prevalent global regime of the Washington Consensus. 
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2. საქართველოს ეკონომიკური და სოციალური განვითარება 
“ვარდების რევოლუციის” შემდგომ პერიოდში

“ვარდების რევოლუციის” შემდგომი ხელისუფლება დადგა ახალი საშინაო თუ საგარეო გამოწვევების 
წინაშე. ქვეყნის წინაშე დაგროვდა მრავალი მწვავე სოციალური და ეკონომიკური ხასიათის 
პრობლემა, რომლებიც ქვეყანამ მემკვიდრეობით პრეზიდენტ შევარდნაძის მმართველობიდან 
მიიღო. ამ პრობლემებს შორის უნდა გამოიყოს შემდეგი: 

•	 ენერგეტიკული კრიზისი – გასაკუთრებით ზამთარში, გათბობისა და ელექტროენერგიის 
დეფიციტის გამო, ხალხი ფიზიკური გადარჩენის საფრთხის წინაშე იდგა.

•	 საბიუჯეტო კრიზისი – შევარდნაძის ხელისუფლებას დაგროვილი ჰქონდა უზარმაზარი 
დავალიანება პენსიებისა და საჯარო სექტორში გაუცემელი ხელფასების სახით, რაც 
განპირობებული იყო კორუფციით და ხელისუფლების უუნარობით, დაემყარებინა ფისკალური 
დისციპლინა.

•	 უმუშევრობის მაღალი დონე და სიღარიბე.

“ვარდების რევოლუციის” შემდეგ პრეზიდენტმა მიხეილ სააკაშვილმა დაიწყო რადიკალური 
ცვლილებები სოციალურინსტიტუციურ და ეკონომიკურ სფეროებში. პრაქტიკულად, 
საქართველოში დაიწყო ახალი სახელმწიფოს მშენებლობის პროცესი. 

2.1. “ქართული მოდერნიზაცია” სამთავრობო პროგრამებში

ახალმა ხელისუფლებამ გააკეთა გარკვეული აქცენტები, რომლებიც ქვეყნის ეკონომიკურ, 
ინსტიტუციურ, სოციალურ და პოლიტიკურ განვითარებას მოიცავდა. აღნიშნული პოლიტიკის 
მახასიათებლებზე შესაძლებელია ვიმსჯელოთ საქართველოს მთავრობის პროგრამის, 
სახელმწიფო ბიუჯეტისა და მისი თანმხლები განმარტებითი დოკუმენტების, მათ შორის, 
“ძირითადი მონაცემებისა და მიმართულებების” დოკუმენტის, სხვა სამთავრობო დოკუმენტების, 
მთავრობის წარმომადგენელთა ცალკეული განცხადებების და საკანონმდებლო ცვლილებების 
საფუძველზე. ხოლო პოლიტიკის შედეგები შესაძლებელია შევაჯამოთ ღრმა სტატისტიკური 
ანალიზისა და თვისებრივი კვლევის საფუძველზე. 

ანალიზისთვის შერჩეული იქნა საქართველოს მთავრობის პროგრამები, რომლებსაც საქართველოს 
პარლამენტი ამტკიცებდა მთავრობის შემადგენლობასთან ერთად, ასევე 2011 წელს წარმოდგენილი 
“საქართველოს სტრატეგიული განვითარების “ათპუნქტიანი გეგმა” მოდერნიზაციისა და 
დასაქმებისთვის (20112015),” რომელიც ერთგვარ შემაჯამებელ დოკუმენტს წარმოადგენს 
“ვარდების რევოლუციის” შემდგომი ხელისუფლების სოციალურეკონომიკური პოლიტიკისთვის.

შეიძლება ითქვას, რომ მთავრობის ეკონომიკური და სოციალური პოლიტიკა “ვარდების 
რევოლუციის” შემდგომ არ ხასიათდებოდა მონოლითური თანმიმდევრულობით, განიცდიდა 
კორექტირებებს, თუმცა მისთვის დამახასიათებელი ცალკეული მიდგომები მაინც უცვლელი 
რჩებოდა. მთავრობის სოციალურეკონომიკური პოლიტიკა ყველაზე კონცენტრირებული 
ფორმით მთავრობის პროგრამებშია ასახული. “ვარდების რევოლუციის” შემდგომ, 2004 წლის 
6 თებერვალს, საქართველოს პარლამენტის მიერ საქართველოს კონსტიტუციაში შეტანილი 
ცვლილებების შესაბამისად შეიცვალა სახელმწიფო მართვის პოლიტიკური სისტემა, ჩამოყალიბდა 
მთავრობა და შემოღებული იქნა პრემიერმინისტრის პოსტი, ანუ არსებითად შეიცვალა მანამდე 
არსებული მოდელი, რომელიც ამ უკანასკნელს არ ითვალისწინებდა. სწორედ ამ ცვლილებების 
შემდგომ, საქართველოს მთავრობისათვის პარლამენტის მხრიდან ნდობის გამოცხადებასთან 
ერთად, პარლამენტი ამტკიცებს მთავრობის მიერ შეთავაზებულ სამთავრობო პროგრამას. ამ 
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პროგრამაშია ასახული ქვეყნის ეკონომიკური, სოციალური და პოლიტიკური განვითარების 
პრიორიტეტები, რომლითაც მთავრობა გეგმავს საქმიანობას. 20042011 წლების პერიოდში 
საქართველოს პარლამენტმა 10ჯერ უყარა კენჭი მთავრობისთვის ნდობის გამოცხადებას 
და, შესაბამისად, ნდობა გამოუცხადა მის პროგრამასაც. საბიუჯეტო პროცესში ასევე შედგა 
“ძირითადი მონაცემებისა და მიმართულების” დოკუმენტი, რომელიც არსებითად წარმოადგენს 
მთავრობის პროგრამის გავრცობილ ვარიანტს. მასში შედარებით დეტალურადაა წარმოდგენილი 
ფისკალური მაჩვენებლები და საშუალოვადიანი  პროგნოზები.

პროგრამების ანალიზი იძლევა საშუალებას, გარკვეულწილად შეფასდეს საქართველოში 
პოსტრევოლუციური სოციალურეკონომიკური და ინსტიტუციური პოლიტიკის ძირითადი 
ვექტორები და ორიენტირები. 

პირობითად, პოსტრევოლუციური პერიოდი შეიძლება სამ ეტაპად დაიყოს: 
1) რევოლუციის შემდგომი პირველი თვეები, როდესაც უმთავრეს ამოცანას ფისკალური წესრიგის 
დამყარება და დაგროვილი საბიუჯეტო, მათ შორის სახელფასო და საპენსიო, დავალიანებების 
დაფარვა და ვალდებულებების რეალიზაცია წარმოადგენდა, როდესაც უნდა გადაჭრილიყო 
ენერგომომარაგებაში არსებული უმწვავესი პრობლემები და ა.შ. 

2) მომდევნო ეტაპი 2004 წლის მეორე ნახევრიდან იწყება (უმთავრესად უკავშირდება საქართ
ველოს მთავრობაში კახა ბენდუქიძის საქმიანობის პერიოდს) და 2007 წლის ბოლომდე გრძელდება. 
ამ პერიოდში საქართველოს მთავრობის პოლიტიკაში და რიტორიკაში მკაფიოდ გამოიკვეთა 
რადიკალურად ლიბერალური (რომელიც ხშირად მოხსენიებულია ანალიტიკოსების მიერ, როგორც 
ლიბერტარიანული) პოლიტიკის ელემენტები, 

3) ეტაპი, რომელიც დაიწყო 2008 წლიდან და 2007 წლის ბოლოს არსებული პოლიტიკური კრიზისის 
შემდგომ, რომელსაც დაერთო 2008 წლის აგვისტოს ომი და გლობალური ფინანსური კრიზისი. ამ 
ეტაპზე აღსანიშნავია სოციალური ამოცანების წინა პლანზე წამოწევა. 

აღნიშნულის ილუსტრაციას წარმოადგენს თავად სამთავრობო პროგრამების სახელწოდებები.

20042005 წლებში პროგრამას ეწოდება “ერთიანი და ძლიერი საქართველოსთვის ეკონომიკური 
ზრდის, გრძელვადიანი სტაბილურობისა და ევროინტეგრაციის გზით”. დოკუმენტი თავისი 
შინაარსით ზოგადია და ევროინტეგრაციის თემას მოიცავს, ამასთან, მასში აქცენტირებულია 
ეკონომიკური ზრდა.

20062007 წლებში მთავრობის პროგრამებს ეწოდება “ერთიანი და ძლიერი საქართველოსათვის”, 
ანუ არ ჩანს მკაფიო აქცენტები, თუმცა ის, რა პრიორიტეტებია თავად პროგრამების შინაარსში, 
ქვემოთ იქნება განხილული. 

2007 წლის ბოლოს დამტკიცებულ სამთავრობო პროგრამის სახელწოდებაში ჩნდება დასაქმების 
თემა და დოკუმენტს ეწოდება “საქართველოს მთავრობა დასაქმებისა და კეთილდღეობისათვის”. 

2008 წლის შემდგომ ყველა პროგრამის სახელწოდება იდენტურია – “ერთიანი საქართველო 
სიღარიბის გარეშე”. 
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მიღების თარიღი მთავრობის პროგრამის სახელწოდება პრემიერ-მინისტრი

17.02.2004 ერთიანი და ძლიერი საქართველოსთვის 
ეკონომიკური ზრდის, გრძელვადიანი 
სტაბილურობისა და ევროინტეგრაციის გზით

ზურაბ ჟვანია

27.12.2004 ერთიანი და ძლიერი საქართველოსთვის 
ეკონომიკური ზრდის, გრძელვადიანი 
სტაბილურობისა და ევროინტეგრაციის გზით

ზურაბ ჟვანია

17.02.2005 ერთიანი და ძლიერი საქართველოსთვის 
ეკონომიკური ზრდის, გრძელვადიანი 
სტაბილურობისა და ევროინტეგრაციის გზით

ზურაბ ნოღაიდელი

24.07.2006 ერთიანი და ძლიერი საქართველოსათვის ზურაბ ნოღაიდელი

07.09.2007 ერთიანი და ძლიერი საქართველოსათვის ზურაბ ნოღაიდელი

22.11.2007 საქართველოს მთავრობა დასაქმებისა და 
კეთილდღეობისათვის

ვლადიმერ გურგენიძე

31.01.2008 ერთიანი საქართველო სიღარიბის გარეშე ვლადიმერ გურგენიძე

01.11.2008 ერთიანი საქართველო სიღარიბის გარეშე გრიგოლ 
მგალობლიშვილი

06.02.2009 ერთიანი საქართველო სიღარიბის გარეშე ნიკა გილაური

02.07.2010 ერთიანი საქართველო სიღარიბის გარეშე ნიკა გილაური

2004 წლის 17 თებერვლის საქართველოს მთავრობის პროგრამის “ერთიანი და ძლიერი 
საქართველოსთვის ეკონომიკური ზრდის, გრძელვადიანი სტაბილურობისა და ევროინტეგრაციის 
გზით” სათაურშივე ჩანს ახალი ხელისუფლების პრიორიტეტები: ერთიანი და ძლიერი, რაც 
ტერიტორიული მთლიანობის აღდგენას და სახელმწიფოს გაძლიერებას უკავშირდება, ხოლო 
ამის მიღწევის გზებად მოცემულია ეკონომიკური ზრდა, გრძელვადიანი სტაბილურობის მიღწევა 
და ევროინტეგრაცია. სამთავრობო პროგრამის დასაწყისშივე მოცემულია პოსტრევოლუციური 
პირველი მთავრობის განაცხადი (იხილეთ ჩანართი 2).

ჩანართი 2. “ეროვნული გადარჩენის პროგრამის მიზანია, წერტილი დაუსვას საქართველოში 
უძრაობას, დაქუცმაცებასა და ქაოსს, რომლებიც აფერხებდნენ საქართველოს საზოგადოების 
განვითარებას, საფრთხეს უქმნიდნენ და უქმნიან ქვეყნის  უშიშროებას. წარსულის მწარე 
გამოცდილების საპირისპიროდ, როდესაც საქართველოს მოქალაქეები ხარისხიანი სამედიცინო 
მომსახურების, განათლების,  ეკონომიკური პერსპექტივის გარეშე, პრაქტიკულად, დაუცველნი 
იყვნენ ცხოვრების რეალიების წინაშე – ახალი ხელისუფლების უპირობო ვალდებულებაა, თავისი 
საქმიანობით მოქალაქეებს აღუდგინოს მომავლის რწმენა. საქართველომ თავის სასიკეთოდ 
უნდა გამოიყენოს ეროვნული ენერგია და თანაცხოვრების ის უნიკალური გამოცდილება, 
რომელიც საქართველოში მცხოვრებმა სხვადასხვა ერის წარმომადგენლებმა საუკუნეების 
მანძილზე ჩამოაყალიბეს და ერის ერთერთ უდიდეს სიმდიდრედ დაამკვიდრეს. საქართველოს 
ხელისუფლებამ და საზოგადოებამ უნდა აამოქმედოს ყველა რესურსი, რათა საბოლოოდ 
დაამარცხოს კორუფცია, რომელმაც ესოდენ შეაფერხა და ხანგრძლივი დროით გააჩერა ქვეყნის 
განვითარება”.
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მთლიანობაშია ამ პროგრამაში აქცენტი გაკეთებულია კორუფციის აღმოფხვრაზე, საჯარო 
ადმინისტრაციული სექტორის გაძლიერებასა და ეფექტურობის ზრდაზე, ასევე, ქვეყნის 
ტერიტორიული მთლიანობის აღდგენაზე; საგარეოპოლიტიკური თვალსაზრისით – “საქართველოს 
სრულ ინტეგრაციაზე ევროპულ და ევროატლანტიკურ სივრცეში; ყველა სექტორში ევროპის 
კავშირისა და ნატოს სტანდარტებთან ჰარმონიზაციაზე”. ეკონომიკური თვალსაზრისით 
ძირითად მიზნად მოცემულია “ეკონომიკური ზრდის უზრუნველყოფა; ბიზნესგარემოს მკვეთრი 
გაუმჯობესება, მიზანმიმართული დასაქმების პოლიტიკის წარმოება და სიღარიბის დაძლევა; 
აგრარული, გადამამუშავებელი სექტორის, ტურიზმის, ინფრასტრუქტურის და მაღალი 
ტექნოლოგიების განვითარებისთვის პირობების უზრუნველყოფა; მოქალაქეთა შემოსავლების 
ზრდა; პენსიებისა და შემწეობების თანმიმდევრული ზრდა; მინიმალური ხელფასის საარსებო 
მინიმუმთან გათანაბრება”.

პროგრამის ეკონომიკურ ნაწილში ძირითად და უმთავრეს მიზნად შეიძლება წარმოჩენილი 
იქნეს ეკონომიკური ზრდა, რისი უზრუნველყოფისთვისაც პროგრამაში მოცემულია გარკვეული 
ამოცანები (იხ. ჩანართი 3). 

ჩანართი 3. “ეკონომიკური ზრდა სახელმწიფოს აღორძინების მამოძრავებელ ძალას წარმოადგენს 
როგორც განვითარების თვალსაზრისით, ისე ტერიტორიული მთლიანობის აღსადგენად და 
ევროპაში ინტეგრაციის პროცესების დასაჩქარებლად. წარმატების მისაღწევად საქართველოში 
უნდა მკვეთრად გაუმჯობესდეს საინვესტიციო გარემო და შეიქმნას მცირე და საშუალო ზომის 
საწარმოთა განვითარების შესაძლებლობები. აღნიშნული ამოცანა მოიცავს სპეციფიკურ 
სტრუქტურულსა და საკანონმდებლო ცვლილებებს, რომელთა კვალობაზეც მოხდება 
საგადასახადო სისტემის გამარტივება, საბაჟო პროცედურების გაუმჯობესება, ფიზიკური 
უსაფრთხოების უზრუნველყოფა, კერძო საკუთრების დაცვის მყარი და ხელშეუხებელი 
გარანტიების შექმნა და სახელმწიფო სტრუქტურების მხრიდან ბიზნესში გაუმართლებელი და 
უხეში ჩარევის აღკვეთა.” 

პროგრამაში აგრეთვე ასახულია კონკრეტული პრიორიტეტები, მათ შორის: “საქართველოს 
ეკონომიკური განვითარებისათვის გადამწყვეტი მნიშვნელობა აქვს რეგიონული ეკონომიკური 
განვითარების პრიორიტეტების მკაფიო გამოკვეთას და ამ მიმართულებებით მაღალი 
ტექნოლოგიების დანერგვას; ეკონომიკის პრიორიტეტული სექტორებია ენერგეტიკა, ტრანსპორტი 
და კომუნიკაციები, ტურიზმი, სოფლის მეურნეობა, საბანკო სექტორი, მსუბუქი მრეწველობა და 
ა.შ.”

პროგრამის შესაბამისად, ეკონომიკური პოლიტიკის შედეგები უნდა აისახოს კონკრეტული 
ეკონომიკური და ფისკალური მაჩვენებლებით (იხ. ჩანართი 4). 

ჩანართი 4. “უახლოესი ხუთი წლის მანძილზე მთლიანი შიდა პროდუქტის რეალური ზრდის 
საშუალო ტემპი არ იქნება 5%ზე ნაკლები, რაც ინფლაციის ზომიერი 56%იანი ინდექსის 
შენარჩუნების ფონზე უზრუნველყოფს მოსახლეობის ცხოვრების დონის სწრაფ ამაღლებას; 
დასახული ეკონომიკური ზრდის პირობებში სახელმწიფო ბიუჯეტი ეკონომიკაში შექმნილი 
ღირებულების გადანაწილების ეფექტიანი ინსტრუმენტის ფუნქციას შეიძენს. კერძოდ, 
საგადასახადო შემოსავლების მობილიზების დონე მთლიან შიდა პროდუქტთან მიმართებაში 
ყოველწლიურად არანაკლებ 1%ით გაიზრდება, ხოლო სახელმწიფო ბიუჯეტის მთლიანი 
შემოსავლები 2008 წლისთვის მშპს 20%ს მიაღწევს ნაცვლად არსებული 14%ისა. შედეგად, 
მკვეთრად იმატებს სახელმწიფოს მიერ გაწეული სოციალური ხარჯების მოცულობა, რაც 2008 
წლისთვის მთლიანი შიდა პროდუქტის 10%ს მიაღწევს, რაც ნახევარ მილიარდ ამერიკულ 
დოლარს აღემატება (ნაცვლად 2003 წლისთვის არსებული 270 მილიონისა).“
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ასევე მოცემულია ამოცანები საგარეოსავაჭრო კუთხით: “ექსპორტის განვითარებაზე 
ორიენტირებული საგარეო სავაჭრო პოლიტიკის შედეგად განხორციელდება საგარეო სავაჭრო 
ბალანსის ეტაპობრივი გაუმჯობესება და არსებული დეფიციტის შემცირება.”

პროგრამაში აქცენტირებულია ინფრასტრუქტურული სფერო და ამ სფეროზე დაკისრებულია 
ეკონომიკური განვითარების მაღალი ტვირთი: “ქვეყნის სატრანზიტო მიმზიდველობის ზრდა 
საკვანძო ინფრასტრუქტურის განვითარების გზით. მრავალფუნქციური დერეფნის განვითარების 
ხელშეწყობა ევროპული ინტეგრაციის მიზნით; ცხოვრების დონის ამაღლების ხელშეწყობა 
ინფრასტრუქტურის განვითარებისა და მასზე ხელმისაწვდომობის ზრდის საშუალებით. ცხოვრების 
დონის განსხვავებათა შემცირება როგორც ქალაქსა და სოფელს, ისე საქართველოს სხვადასხვა 
რეგიონებს შორის; მიგრაციული პროცესების მართვა განსახლების სისტემის ოპტიმიზაციის გზით.” 

საქართველოსთვის მნიშვნელოვანი აგრარული სფერო პროგრამაში შედარებით მცირედაა 
წარმოდგენილი და ამ სექტორში დასახული ძირითადი მიზნები შემდეგნაირად გამოიყურება: 
“მთავრობის სტრატეგიული მიზნებია ქვეყნის სასურსათო უსაფრთხოების უზრუნველყოფა, 
სოფლად შემოსავლების გაზრდა და ექსპორტზე ორიენტირებული გადამამუშავებელი 
მრეწველობის განვითარება.” ამ მიზნების მისაღწევად კი მოცემულია შემდეგი ამოცანები: 
“ტრადიციული ბაზრების დაბრუნება და გასაღების ახალი ბაზრების მოპოვება; ფერმერთა 
კოოპერაციული საწარმოების განვითარება; იაფი და გრძელვადიანი კრედიტების სისტემის 
ჩამოყალიბება; პროდუქტიულობისა და მოსავლიანობის ზრდისათვის საკონსულტაციო 
ქსელის შექმნა; შიდა ბაზრის დაცვა ფალსიფიცირებული, კონტრაბანდული და დემპინგური 
პროდუქციისგან; მცენარეთა და ცხოველთა უნიკალური ჯიშების დაცვა, ტრადიციული დარგების 
აღორძინება და განვითარება”.

სოციალურ სფეროში მოცემულ სხვადასხვა ამოცანებს შორის აღსანიშნავია შემდეგი: “დასაქმების 
სახელმწიფო პოლიტიკის გატარება, მის რეალიზაციაზე ზედამხედველობა და დასაქმების 
სექტორში სამართლებრივი ურთიერთობების ჩამოყალიბება; საპენსიო სისტემის რეფორმირებასა 
და სოციალური დახმარებების მისამართულობისა და მოცულობის გაზრდა; სახელმწიფო და 
კერძო სადაზღვევო ინსტიტუტების განვითარება”.

შესაძლებელია დავასკვნათ, რომ მთავრობის პირველი პროგრამა უფრო მეტად “ვარდების 
რევოლუციის” მომენტისთვის აქტუალური პრობლემების ლიკვიდაციაზეა ორიენტირებული, 
ისეთების, როგორებიცაა კორუფცია, საპენსიო, სახელფასო და სხვა ტიპის საბიუჯეტო 
დავალიანებები, ენერგოკრიზისი და ა.შ. პროგრამაში არ ჩანს ეკონომიკური პოლიტიკის მკაფიოდ 
გამოკვეთილი იდეოლოგიური ორიენტირები და ის არსებითად არსებული პრობლემების დაძლევის 
და მმართველობითფინანსური სისტემის დარეგულირების ამოცანებს მოიცავს. ამასთან, უკვე 
იკვეთება მთავრობის აქცენტები ინფრასტრუქტურაზე, ინსტიტუციურ რეფორმებზე, ხოლო 
სოფლის მეურნეობას არასათანადო ყურადღება ექცევა.

2004 წლის 27 დეკემბერს საქართველოს პარლამენტმა ნდობა გამოუცხადა საქართველოს 
მთავრობის განახლებულ შემადგენლობას კვლავ ზურაბ ჟვანიას ხელმძღვანელობით. მთავრობის 
შემადგენლობაში მნიშვნელოვანი სიახლეა – კახა ბენდუქიძე ეკონომიკური რეფორმების დარგში 
სახელმწიფო მინისტრის პოსტზე, რომელიც 2004 წლის ივნისში დაინიშნა ჯერ ეკონომიკური 
განვითარების მინისტრად, შემდგომ კი სახელმწიფო მინისტრად. ნდობა გამოეცხადა აგრეთვე 
სამთავრობო პროგრამას, რომელიც წარმოადგენს მხოლოდ დაზუსტებას 2004 წლის 17 თებერვალს 
დამტკიცებული მთავრობის პროგრამისა “ერთიანი და ძლიერი საქართველოსთვის ეკონომიკური 
ზრდის, გრძელვადიანი სტაბილურობისა და ევროინტეგრაციის გზით”.

2004 წლის 27 დეკემბრის მთავრობის დაზუსტებული პროგრამის ძირითადი პათოსი მის 
პირველსავე აბზაცშია მოცემული: “ჩვენ უნდა გავაღრმავოთ და დავაჩქაროთ სტრუქტურული და 
ეკონომიკური რეფორმები, ჩამოვაყალიბოთ ეფექტიანი სახელმწიფო, მოვხსნათ ბორკილები ჩვენს 
მეწარმეობას და შევქმნათ ტერიტორიული მთლიანობის აღდგენის რეალური შესაძლებლობები”.
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ძირითად მიზნებს შორის პროგრამის ტექსტში გვხვდება “ეკონომიკური რეაბილიტაცია, 
განვითარება და დერეგულაცია; სახელმწიფომ განაცხადოს უარი ყველა ზედმეტ ფუნქციაზე და 
მოახდინოს ღრმა დერეგულაცია”. აღსანიშნავია, რომ დერეგულაციაზე ასეთი განსაკუთრებული 
აქცენტი პირველად სწორედ ამ პროგრამაში გვხვდება, წინა, 2004 წლის 17 თებერვლის პროგრამაში, 
სიტყვა “დერეგულაცია” საერთოდ არაა ნახსენები და მის ნაცვლად გვხვდება “მარეგულირებელი 
გარემოს ლიბერალიზაცია და კონკურენტული საბაზრო პირობების უზრუნველყოფა.”

ტექსტის სხვა ადგილებში კიდევ უფრო მეტი აქცენტია გაკეთებული ეკონომიკის მკვეთრ 
ლიბერალიზაციაზე (იხ. ჩანართი 5). ამ ძირითადი მიზნების მისაღწევად კი შემოთავაზებულია 
ეკონომიკური პოლიტიკის კონკრეტული მიმართულებები (იხ. ჩანართი 6). სოციალური პოლიტიკის 
თვალსაზრისით შემოთავაზებულ სიახლეებს შორის აღსანიშნავია “შეღავათებიდან მიზნობრივ 
დახმარებაზე გადასვლა”.

ჩანართი 5. “მთავრობა გააგრძელებს ფორსირებულ გადასვლას თავისუფალ საბაზრო 
ეკონომიკურ სისტემაზე. ჩვენ უნდა გავაუქმოთ ზედმეტი რეგულირება, შევამციროთ რისკის 
ფაქტორები, შევქმნათ პასუხისმგებელი მეპატრონის ინსტიტუტი, დავუტოვოთ ხელისუფლების 
ორგანოებს მხოლოდ ის ქონება, რომელიც საჭიროა მათი ფუნქციების განსახორციელებლად. 
რეფორმების შედეგად ეკონომიკური საქმიანობა უნდა გახდეს პროგნოზირებადი, იოლი და 
გამჭვირვალე“.

აღნიშნულ პროგრამაში, წინა დოკუმენტისაგან განსხვავებით, არსებითად გაფართოებულია და 
გაშლილია ეკონომიკის დერეგულაციისა და ლიბერალიზაციის თემა, სხვა მხრივ კი, არსებითად, 
შენარჩუნებულია წინა პროგრამის მიდგომები.

ჩანართი 6.  “გაგრძელდება აგრესიული, გამჭვირვალე და კონკურენტული პრივატიზაცია, 
რომელსაც ექნება სამი მიზანი: სტრუქტურული, ფისკალური და ანტიკორუფციული; მთავრობა 
მკაფიოდ განსაზღვრავს აუცილებლად რეგულირებად სფეროებს და შეამცირებს მათ რაო
დენობას; მნიშვნელოვნად შემცირდება სატარიფო რეგულირების სფერო და შეიქმნება ერთიანი 
მრავალდარგოვანი სატარიფო მარეგულირებელი; შეიზღუდება სახელმწიფო ორგანოების ის 
მოქმედება, რომელსაც შეიძლება მოჰყვეს კონკურენციის დარღვევა; ლიცენზირების გამოყენება 
მოხდება მხოლოდ სასიცოცხლო ინტერესების დასაცავად; ფინანსური ლიბერალიზაციის 
მეშვეობით მოიხსნება რისკების მნიშვნელოვანი ნაწილი და შეიქმნება ხანგრძლივი უკრიზისო 
განვითარების საფუძველი“.

2005 წლის 17 თებერვალს საქართველოს პარლამენტს პრემიერმინისტრ ჟვანიას გარდაცვალების 
გამო მოუწია ახალი პრემიერის, ზურაბ ნოღაიდელის მთავრობისა და მისი პროგრამისათვის 
ნდობის გამოცხადება. მიუხედავად პრემიერმინისტრის ცვლილებისა, პარლამენტის მიერ 
ნდობაგამოცხადებული სამთავრობო პროგრამა უცვლელი სახით იყო წარმოდგენილი, ანუ ეს 
იყო 2004 წლის 17 თებერვალს დამტკიცებული სამთავრობო პროგრამა “ერთიანი და ძლიერი 
საქართველოსთვის ეკონომიკური ზრდის, გრძელვადიანი სტაბილურობისა და ევროინტეგრაციის 
გზით” და 2004 წლის 27 დეკემბერს მასში შეტანილი დაზუსტებები.
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2006 წლის 22 ივლისს საქართველოს პარლამენტმა კვლავ გამოუცხადა ნდობა პრემიერ ზურაბ 
ნოღაიდელის მთავრობას და პროგრამას. აღსანიშნავია, რომ ამ საპარლამენტო პროცედურისთვის 
მთავრობამ წარმოადგინა სრულიად ახალი პროგრამა, რომლის სათაურიდან უკვე ამოვარდა 
ტერმინები “ეკონომიკური ზრდა”, “გრძელვადიანი სტაბილურობა,” “ევროინტეგრაცია” და 
დოკუმენტს ეწოდა “ერთიანი და ძლიერი საქართველოსათვის”. სათაურის შეკვეცის გარდა, 
შემცირდა დოკუმენტის ფორმატიც: მაშინ, როდესაც წინა სამთავრობო პროგრამა დაზუსტებიანად 
30 გვერდს აღემატებოდა, ახალი 2006 წლის 22 ივლისის პროგრამა 4გვერდიანი გახდა, ამასთან, 
არსადაა მოხსენიებული, რომ ეს წარმოადგენს წინა პროგრამის დაზუსტებას, რომელიც, 
არსებითად, 20042009 წლებზე გათვლილ პროგრამას წარმოადგენდა. შემცირდა იმ საკითხების 
რაოდენობაც, რომელიც აისახა პროგრამაში. დოკუმენტის დასაწყისშივე განმარტებულია მისი 
ძირითადი არსი: “საქართველოს გააჩნია ისტორიული შესაძლებლობა, ააშენოს თავისუფალი, 
ერთიანი, დემოკრატიული, შეძლებული და სამართლიანი სახელმწიფო...; ახალი ქართული 
სახელმწიფო – თანამედროვე განვითარებული კაცობრიობის ნაწილი – იქნება სახელმწიფო 
პიროვნებისათვის, ადამიანის განვითარებისა და საქმიანობის თავისუფლებაზე დაფუძნებული 
სახელმწიფო”. 

ეკონომიკის კუთხით პროგრამის ძირითად დებულებებში მოცემულია შემდეგი ამოცანები: 
“შეძლებული საქართველო – კერძო საკუთრების დაცულობით და ეკონომიკური თავისუფლებით...”; 
“მდგრადი ეკონომიკური ზრდა და დასაქმების ხელშეწყობა; ქმედითი მმართველობის ფორმირება; 
ინფრასტრუქტურის რეაბილიტაცია და განვითარება. სახელმწიფო მიზნების მიღწევის პირობებია, 
ერთი მხრივ, საზოგადოებრივი სტაბილურობის უზრუნველყოფა და, მეორე მხრივ, რეფორმათა 
დინამიკის შენარჩუნება და სახელმწიფოს მოდერნიზაცია.” საქართველოს მთავრობის პროგრამულ 
ტექსტებში ჩნდება ტერმინი “შეძლებული საქართველო,” ინდივიდუალური თავისუფლების და 
სახელმწიფოს მოდერნიზაციის თემა. მთავრობის ამოცანებში კი ეკონომიკასთან დაკავშირებით 
მოცემულია “მეტი სამუშაო ადგილი კერძო სექტორში.” პროგრამის ტექსტში ასევე მკაფიოდ 
იკვეთება “მცირე ხელისუფლებისა” და “კარგი მმართველობის” პრიორიტეტულობა და ამ მიზნით 
“სახელმწიფო მმართველობის და საჯარო სამსახურის რეფორმირება, კადრების შერჩევის 
და მოტივაციის სისტემის სრულყოფა”. პროგრამაში მოცემულია კონკრეტული ჩამონათვალი 
იმ გზებისა, რომლითაც პრიორიტეტული მიზანი – ეკონომიკური თავისუფლება უნდა იქნეს 
მიღწეული (იხ. ჩანართი 7). 

ჩანართი 7. “სალიცენზიოსანებართვო და ზედამხედველობის სისტემის გამართვა; სახელმწიფო 
საკუთრებაში არსებული სამეურნეო სუბიექტებისა და ქონების განსახელმწიფოებრიობის 
დასრულება; სახელმწიფო ქონების მართვის გამჭვირვალობის ზრდა და კომერციალიზაცია; 
მეწარმეობაზე სახელმწიფო რეგულირების ზემოქმედების მინიმალიზება; ბუნებრივი (მათ 
შორის, სატყეო) რესურსებით სარგებლობის კონკურენტული სისტემის განვითარება; ბუნებრივი 
რესურსების საკუთრებისა და სარგებლობის ფორმების დივერსიფიკაცია; სასოფლოსამეურნეო 
სექტორის რეფორმირება რეგულირებისა და ინტერვენციის შემცირებით; სოფლის მეურნეობაში 
კერძო მიწათსარგებლობის სისტემის განვითარება; ეფექტურობისა და კონკურენტუნარიანობის 
ზრდისათვის პირობების შექმნა; სოფლის მეურნეობის პროდუქტებისათვის ალტერნატიული 
ბაზრების მოპოვების ხელშეწყობა.“

პროგრამაში კვლავ მნიშვნელოვანი ადგილი უკავია ინფრასტრუქტურის განვითარების 
საკითხებს, მათ შორის სიახლედ შესაძლებელია აღვიქვათ: “ტრანსპორტის ყველა სახეობისათვის 
“ღია პოლიტიკის” გატარება მობილურობის, საერთაშორისო ინტეგრაციისა და სატრანზიტო 
მიმზიდველობის უზრუნველსაყოფად.” 
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სოციალურ პროგრამებთან დაკავშირებით აღსანიშნავია, რომ, წინა პროგრამებისგან განსხვავებით, 
უფრო დაკონკრეტებულია, როგორი იქნება მთავრობის მიდგომა სოციალური დახმარების 
სისტემისადმი: “სოციალური დახმარების რეზიდუალური სისტემის ფორმირება; მონეტიზებული, 
მიზნობრივი და საოჯახო დახმარებების სისტემის დანერგვა”. საპენსიო სისტემასთან დაკავშირებით 
მკაფიოდ არ ჩანს, რომ ამ სისტემის რეფორმას მთავრობა გეგმავს. ეს საკითხი გაერთიანებულია 
ზოგადად სოციალური დახმარებების სისტემასთან და ხანდაზმულებში სიღარიბის წინააღმდეგ 
სოციალური დაცვის კონტექსტში გვხვდება: “ხანდაზმულ ასაკში სიღარიბისაგან მიზნობრივი 
დაცვის სისტემის ფორმირება; ასაკსა და სოციალურ სტატუსზე დამყარებული საპენსიო სისტემის 
დანერგვა და კერძო საპენსიო დანაზოგების ინიციატივების სტიმულირება;” გაურკვეველია, რას 
ნიშნავს “ასაკსა და სოციალურ” სტატუსზე დაფუძნებული საპენსიო სისტემა ან როგორ უნდა 
განხორციელდეს “კერძო საპენსიო დანაზოგების ინიციატივების სტიმულირება”.

აღნიშნულ პროგრამაში, მიუხედავად თემატიკის დავიწროვებისა, კიდევ უფრო გამოიკვეთა 
აქცენტები, განსაკუთრებით ლიბერალიზაციისა და დერეგულაციის კუთხით. ამასთან, მიუხედავად 
მოდერნიზაციის ტერმინის გაჩენისა, არ არის განმარტებული, კონკრეტულად რას მოიცავს იგი. 
უნდა ვივარაუდოთ, რომ ის არსებითად ინფრასტრუქტურულ მოდერნიზაციას და სახელმწიფო 
პასუხისმგებლობების შემცირებას, შესაბამისად, კერძო სექტორის პასუხისმგებლობის ზრდას 
უკავშირდება.

2007 წლის 7 სექტემბერს საქართველოს პარლამენტმა კვლავ გამოუცხადა ნდობა პრემიერ
მინისტრ ზურაბ ნოღაიდელის მთავრობას. ამ დამტკიცებისას მთავრობის პროგრამის ტექსტი 
არსებითად ანალოგიურია 2006 წლის 22 ივლისს პარლამენტის მიერ ნდობაგამოცხადებული 
სამთავრობო პროგრამისა, მხოლოდ რამდენიმე საკითხია დამატებული და დაკონკრეტებული. 
მათ შორის აღსანიშნავია ახალი ჩანაწერი სოფლის მეურნეობასთან დაკავშირებით: “სოფლის 
მეურნეობაში რეფორმირება კერძო ინვესტიციების საფუძველზე; პროგრამის “ასი ახალი საწარმო” 
განხორციელება; სასოფლოსამეურნეო წარმოების ეფექტურობისა და კონკურენტუნარიანობის 
ზრდისათვის პირობების შექმნა.” საყურადღებოა, რომ გამოჩნდა პროგრამა “ასი ახალი საწარმო“25. 
ასევე, მაგალითისთვის, თუ წინა პროგრამაში სასოფლოსამეურნეო ინფრასტრუქტურის 
კომპონენტის – სამელიორაციო სისტემის რეაბილიტაციაში გათვალისწინებული იყო კერძო 
სექტორის როლის ზრდა, 2007 წლის 7 სექტემბრის პროგრამაში უკვე მკაფიოდაა მოცემული 
“რეაბილიტაცია და კომერციალიზაცია.”

პირველად ჩნდება საქართველოს მთავრობის ამბიცია მის პროგრამაში, საქართველო გადააქციოს 
საერთაშორისო საფინანსო ცენტრად – “საფინანსო სექტორის რეფორმირება საქართველოს 
თანამედროვე საფინანსო ცენტრად გადასაქცევად”. პროგრამაში ჩნდება თავისუფალი 
ინდუსტრიული ზონების შექმნა, როგორც საქართველოს მთავრობის ამოცანა და ასევე “ბიზნესის 
წარმოებისათვის საუკეთესო გარემოს უზრუნველყოფა და საკრედიტო რეიტინგის გაუმჯობესება”.

სოციალურ პოლიტიკასთან დაკავშირებით საერთოდ აღარ ფიგურირებს საპენსიო სფეროში რაიმე 
რეფორმა და ეს საკითხი მხოლოდ ერთ ამოცანაშია ჩატეული – “ხანდაზმულ ასაკში სიღარიბისაგან 
მიზნობრივი დაცვის სისტემის ფორმირება.”

ჯანდაცვის სფეროსთან დაკავშირებით წინა პროგრამაში გვხვდება “მომხმარებელზე 
ორიენტირებული, ეკონომიკურად გამართული და სადაზღვევო პრინციპებს მორგებული 
ინსტიტუციური რეფორმა”, 2007 წლის 7 სექტემბრის პროგრამაში კი – “მომხმარებელზე 
ორიენტირებული, კერძო საკუთრებაზე დამყარებული და სადაზღვევო პრინციპებს მორგებული 
ინსტიტუციური რეფორმა”. ანუ მკაფიოდ იქნა გაცხადებული, რომ ჯანდაცვის სფერო კერძო 
საკუთრებაზე დამყარებულ სადაზღვევო პრინციპებს უნდა დაეფუძნოს, აქვე ჩნდება გეგმა “ასი 
ახალი საავადმყოფო” (იგულისხმებოდა ჯანდაცვის სექტორში პრივატიზება და ინვესტიციები, 

25 http://www.president.gov.ge/ge/PressOffice/News/Releases?p=3526&i=1
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რაც ძველი საავადმყოფოების რეაბილიტაციას და ახალი საავადმყოფოების აშენებას 
უზრუნველყოფდა) – “ჰოსპიტალური სექტორის განვითარების გენერალური გეგმის – “ასი 
ახალი საავადმყოფოს” პირველი ეტაპის დასრულება და შემდგომი ეტაპების თანმიმდევრული 
განხორციელება” .

ამ უკანასკნელი პროგრამის ჩათვლით, სამთავრობო პროგრამები უპირატესად ეკონომიკურ 
ლიბერალიზაციაზე და ინფრასტრუქტურის განვითარებაზე აკეთებდა აქცენტს, ხოლო სოფლის 
მეურნეობაზე და სოციალურ სფეროზე შედარებით ნაკლები  ყურადღება იყო გამახვილებული. 

მოდერნიზაციის თემის ქვეშ უნდა მოვიაზროთ ეკონომიკური ლიბერალიზაცია და დერეგულაცია, 
აქცენტი ინფრასტრუქტურულ პროექტებზე, ინსტიტუციური და ადმინისტრაციული რეფორმები, 
სოციალურ სფეროში კი – მონეტარული, მიზნობრივი დახმარების სისტემის ჩამოყალიბება, 
სახელმწიფოს მხრიდან გრძელვადიანი თვალსაზრისით საპენსიო და სხვა სოციალური 
ვალდებულებების მიმართ “ლიბერალური” მიდგომა, რაც ამ სისტემების უპირატესად პირადი 
პასუხისმგებლობის პრინციპზე გადასვლას უნდა გულისხმობდეს. ყველაზე ნიშანდობლივია, რომ 
“მოდერნიზაციის” დღის წესრიგში მწირად არის წარმოდგენილი აგრარული სექტორი, რომელთანაც 
მოსახლეობის ნახევარია დაკავშირებული. წარმოდგენილ პროგრამებში მოდერნიზაციის 
ამოცანებს არ მიეკუთვნება ცვლილებები შრომის ბაზრის სტრუქტურის, სექტორული 
განაწილების, ტექნოლოგიური განახლების, შრომის მწარმოებლურობის, ურბანიზაცია
დეურბანიზაციის, გეოგრაფიული და სოციალური პროპორციების, მცირე და საშუალო ბიზნესის 
და საშუალო შემოსავლების ფენის განვითარების, ცხოვრების დონის და საცხოვრებელი გარემოს 
არსებითი გაუმჯობესების, მათ შორის ინდივიდუალური შემოსავლებისა და მწარმოებლურობის 
ზრდის კუთხით. ყოველივე ეს ავიწროვებს და, შესაბამისად, ბუნდოვანს ხდის “მოდერნიზაციის” 
არსს მთავრობისეული ხედვით და მასშტაბური, მაგრამ არსებითად ზედაპირული სოციალურ
ეკონომიკური ცვლილებების სახეს ატარებს.

ამის შემდგომ მთავრობის პროგრამას წინ უძღოდა 2007 წლის ნოემბრის პოლიტიკური მოვლენები, 
საპროტესტო აქციები ქუჩებში და პრეზიდენტის რიგგარეშე არჩევნების დანიშვნა. ეს გარემოებები 
აისახა პროგრამაში სოციალური ასპექტების წინა პლანზე წამოწევით და თანდათანობით სოფლის 
მეურნეობაზე მეტი ყურადღების გამახვილებით შემდგომი პროგრამების ტექსტებში. ასევე, 
თანდათანობით ჩნდება მთავრობის ანტიინფლაციური მიზნები, რაც წინა წლების პროგრამებში 
არ არის წარმოჩენილი, როგორც პრობლემა.

2008 წლის 31 იანვარს საქართველოს პარლამენტმა ნდობა გამოუცხადა ახალ მთავრობას პრემიერ
მინისტრ ვლადიმერ გურგენიძის ხელმძღვანელობით. შესაბამისი სამთავრობო პროგრამა კი უკვე 
ახალი სახელწოდებითაა წარმოდგენილი: “ერთიანი საქართველო სიღარიბის გარეშე”. პროგრამა 
ეფუძნება ორ ძირითად პრინციპს: “მოსახლეობის კეთილდღეობის გასაუმჯობესებლად მთავრობის 
ძალისხმევა მიმართული იქნება, ერთი მხრივ, სწრაფი და ფართო ეფექტის მქონე ეკონომიკური 
ზრდის უზრუნველყოფისაკენ და, მეორე მხრივ, სიღარიბის წინააღმდეგ მიმართული მასშტაბური 
სოციალური პროგრამების განხორციელებისაკენ”. ამ პროგრამისთვის, წინამორბედებისაგან 
განსხვავებით, დამახასიათებელია მთავრობის ამოცანების გაზომვად, რიცხობრივ მაჩვენებლებში 
წარმოდგენა. ასევე, ყველაზე ამბიციურად შეიძლება ჩაითვალოს პროგრამის გრძელვადიანობა, 
რამდენადაც იგი გათვლილია 20082012 წლების პერიოდზე. აქედან გამომდინარე, ქვემოთ 
მოცემულია პროგრამის საკმაოდ დეტალური ანალიზი. 

პროგრამაში მოცემულია მკაფიო ამოცანა ეკონომიკურ ზრდასთან დაკავშირებით: “გაგრძელდება 
ეკონომიკის სწრაფი ზრდა – მომდევნო 5 წლის განმავლობაში ეკონომიკა წლიურად 
საშუალოდ 8%ით გაიზრდება. საქართველო მსოფლიო ბანკის კლასიფიკაციით “საშუალო
მაღალშემოსავლიანი ქვეყნების ჯგუფში” გადაინაცვლებს.” ამ მიზნის მიღწევის ძირითად გზებად 
კი ნავარაუდევია სტაბილური მაკროეკონომიკური გარემო, ეკონომიკაში სახელმწიფოს როლის 
შემცირება და ინფლაციის დაბალი დონის შენარჩუნება. აღსანიშნავია, რომ ინფლაცია, როგორც 
პრობლემა “ვარდების რევოლუციის” შემდგომ სამთავრობო პროგრამებში პირველად გაჩნდა და 
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პროგნოზირებულია, რომ მომდევნო 5 წლის განმავლობაში საშუალოდ 7%ს შეადგენს. ასევე 
პირველად შემოდის “ბიუჯეტის პროფიციტის” ცნება, ანუ პროგრამა ითვალისწინებს, რომ 
უახლოესი 5 წლის განმავლობაში ბიუჯეტის პროფიციტი მშპს 0,5%ს მიაღწევს. ეკონომიკაში 
სახელმწიფოს წილის შემცირების მხრივ დაგეგმილია ბიუჯეტის ხარჯების 29%დან 22%
მდე შემცირება. აღნიშნული პროგრამა ოპტიმიზმით უყურებს საქართველოში პირდაპირი 
უცხოური ინვესტიციების მოზიდვის შესაძლებლობებს: “უცხოური პირდაპირი და პორტფელური 
ინვესტიციების და კერძო სექტორის მიერ მოზიდული დაფინანსების მოცულობა 5 წელიწადში 
გაიზრდება – ინვესტიციები ყოველწლიურად მშპს 10%ზე მეტი იქნება და ჯამურად 10 
მლრდ დოლარს მიაღწევს”. ამასთანავე, წარმოდგენილია პროგნოზი ინდუსტრიულ ზონებთან 
დაკავშირებით და აღნიშნულია, რომ: “ფოთის თავისუფალი ინდუსტრიული ზონა მოიზიდავს 1.5 
მლრდ ლარამდე ინვესტიციას და დაასაქმებს დაახლოებით 20 000 ადამიანს.”

დაკონკრეტებულია და გამყარებულია წინა პროგრამაში უკვე არსებული თეზა საქართველოს 
საერთაშორისო საფინანსო ცენტრად გადაქცევის თაობაზე და პროგნოზირებულია კონკრეტული 
მაჩვენებლები: “საქართველო გადაიქცევა საერთაშორისო საფინანსო ცენტრად – იგი მოიზიდავს 
ფინანსურ რესურსებს მთელი რეგიონის მასშტაბით. მისი მიმზიდველობა დამყარებული იქნება 
მარტივ და დაბალ გადასახადებზე, გამჭვირვალე საფინანსო რეგულირებაზე, რეფორმირებულ 
ეკონომიკაზე, რეგულირებად საგადასახადო სისტემაზე და გამჭვირვალე რეგულირებაზე. 
შედეგად, განთავსებული იქნება არანაკლებ 12 მლრდ დოლარის ოდენობის ფინანსური რესურსი. 
სანდო საერთაშორისო საფინანსო ინსტიტუტები იმოქმედებენ საბანკო, სადაზღვევო, გადამზღვევ, 
ფასიანი ქაღალდებით ვაჭრობის სფეროებში”. 

პროგრამა ითვალისწინებს “მომავალი თაობების ფონდის” და “სტაბილური განვითარების 
ფონდის” ჩამოყალიბებას, სადაც პროგნოზირებულია მნიშვნელოვანი სახსრების აკუმულირება 
ძირითადად კაპიტალური შემოსავლების ამ ფონდებში განთავსების გზით. ჯამში, ორივე ფონდში 
პროგნოზირებულია 5 მლრდ ლარამდე აკუმულირება.

აქცენტი კეთდება ექსპორტის ზრდაზე და პროგნოზირებულია, რომ ის 5წლიანი პერიოდის 
ბოლოსთვის მშპს 40%ს მიაღწევს. აღსანიშნავია, რომ ექსპორტზე ორიენტაციის უზრუნველყოფა 
დაკავშირებულია “ლიბერალურ სავაჭრო პოლიტიკასთან, ეკონომიკურ ზრდასთან და თავისუფალ 
ინდუსტრიულ ზონებთან”. ასევე ხაზგასმულია, რომ ექსპორტის 80%ზე მეტი “თავისუფალი 
ვაჭრობის რეჟიმით” იქნება განხორციელებული.

დასახულია ამოცანები საერთაშორისო შედარებით და სარეიტინგო მაჩვენებლებთან 
მიმართებაშიც: “გაუმჯობესდება ქვეყნის საკრედიტო რეიტინგი – საერთაშორისოდ აღიარებული 
საკრედიტო კვლევებით შეფასებები მომდევნო 5 წელიწადში მინიმუმ 3 ნიშნულით გაიზრდება. 
გაუმჯობესდება ქვეყნის საინვესტიციო გარემოს შეფასება – ბიზნესგარემოს საერთაშორისო 
შედარებით ანალიზში საქართველოს მაჩვენებლები ევროკავშირის ქვეყნების საშუალო 
მაჩვენებელზე მაღალი იქნება.”

წინა პროგრამებისაგან განსხვავებით, უფრო ფართოდაა წარმოდგენილი და დაკონკრეტებული 
სოციალური საკითხი, უპირველეს ყოვლისა კი ის, რომ პროგრამით იგეგმება, მომდევნო 5 
წლის განმავლობაში ბიუჯეტის 1/3 სტაბილურად იქნეს მიმართული სოციალურ პროგრამებზე 
და ამას თან, “უმისამართო, “ბრტყელი” დახმარების პრაქტიკა შეიცვლება მიზნობრივი 
დახმარების პრინციპით.” ოპტიმისტური ვარაუდებია დასაქმებასთან დაკავშირებით, კერძოდ, 
პროგნოზირებულია, რომ 10 მილიარდი პირდაპირი უცხოური ინვესტიციების შედეგად, 
მთავრობა 200 000 ახალ სამუშაო ადგილს შექმნის. სიღარიბის დონე კი “საგრძნობლად” 
შემცირდება – იმდენად, რომ “სოციალური პროგრამების ბენეფიციართა 50% მათი კეთილდღეო
ბის გაუმჯობესების გამო გამოვა ბენეფიციართა სიებიდან”. არის ჩანაწერი საპენსიო სისტემის 
რეფორმაზე. მაგრამ, გარდა იმ მინიშნებისა, რომ “გატარებული საპენსიო რეფორმის შედეგად 
გაიზრდება სოციალური პენსიის პაკეტის მოცულობა და ხარისხი, საპენსიო პაკეტი 100 დოლარს 
მიაღწევს”, არ ჩანს, თუ რა ტიპის რეფორმა იგეგმება. 
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შემოტანილია სახელმწიფო/სავალდებულო დაზღვევის ცნება და ამ პროგრამაში 1 200 000 
ადამიანის ჩართვაა ნავარაუდევი. გამოყოფილია ამ პროგრამის ბენეფიციართა კატეგორიები: 
სიღარიბის ზღვარს ქვემოთ მყოფი ოჯახების ყველა წევრი, სკოლის მასწავლებლები, 
შეიარაღებული ძალების საბრძოლო შემადგენლობა და პოლიცია. ამასთანავე, აღნიშნულია, რომ 
ყველა საჯარო მოხელისათვის დაზღვევა სავალდებულო იქნება.

ფართოდაა წარმოდგენილი ენერგეტიკულ და სატრანსპორტო ინფრასტრუქტურასთან 
დაკავშირებული კონკრეტული ამოცანები, ფართომასშტაბიანი ადგილობრივი და საერთაშორისო 
პროექტების განხორციელების ჩათვლით. ასევე, გაკეთებულია საინტერესო პროგნოზი, 
რომ “მშენებლობის მოცულობა შემდეგ 5 წელიწადში გაორმაგდება და მოხდება სამშენებლო 
პროდუქტის დივერსიფიკაცია”.

წინა პროგრამებისაგან განსხვავებით, შედარებით მეტი კონკრეტიკაა აგრარულ სექტორში 
დაგეგმილ პოლიტიკასთან მიმართებაში. აღნიშნულია, რომ “განხორციელდება სოფლის 
მეურნეობის სექტორის ეფექტიანობის ზრდა და კომერციალიზაცია – სასოფლოსამეურნეო 
სექტორში საშუალო ფერმერული მეურნეობის წილი გაიზრდება. მომავალი 5 წლის განმავლობაში 
სოფლის მეურნეობის პროდუქციის ექსპორტი მთლიანი ექსპორტის 25%ს გაუტოლდება. 
საირიგაციო სისტემებით მოცული ფართობი 2.5ჯერ გაიზრდება (130 ათასი ჰადან 300 ათას 
ჰამდე). შეიქმნება 200ზე მეტი სასოფლოსამეურნეო პროდუქციის გადამამუშავებელი 
საწარმო – დასაქმდება 10 000მდე ადამიანი, ხოლო პროცესში ჩართული იქნება 100 000მდე 
პირი. სოფლის მეურნეობის განვითარებას ხელს შეუწყობს სამთავრობო პროგრამის “100 ახალი 
გადამამუშავებელი საწარმო სოფლად“‘ ეფექტიანად განხორციელება”. 

აღნიშნული სამთავრობო პროგრამა სხვა პროგრამებისგან მეტი ამბიციურობით გამოირჩევა, 
თუმცა არსებითად ჯდება საერთო ხაზში. ამ პროგრამით ქართული მოდერნიზაციის კონსტრუქციას 
კიდევ ერთი – ფინანსურ ცენტრად ჩამოყალიბების განვრცობილი ამოცანა დაემატა. გარდა ამისა, 
ნავარაუდევია მნიშვნელოვანი გარღვევები ჯანდაცვის, სოფლის მეურნეობის, გადამამუშავებელი 
მრეწველობის, უცხოური ინვესტიციების მოზიდვის და საერთაშორისო რეიტინგების 
გაუმჯობესების მიმარტულებით. 

2008 წლის 1 ნოემბერს საქართველოს პარლამენტმა ნდობა გამოუცხადა ახალი პრემიერ
მინისტრის, გრიგოლ მგალობლიშვილის მთავრობას და სამთავრობო პროგრამას. მთავრობის 
ამ შემადგენლობის დამტკიცება ემთხვევა პერიოდს, რომელსაც წინ უძღოდა 2008 წლის 
აგვისტოს რუსეთსაქართველოს ომი და ტერიტორიების ოკუპირება, მსოფლიოში კი – უმწვავესი 
საფინანსოეკონომიკური კრიზისი. ამ ორმა გარემოებამ ზეგავლენა იქონია ახალი მთავრობის 
პროგრამაზეც, რაც აღნიშნულია კიდეც დოკუმენტის დასაწყისში. პროგრამა, შექმნილი 
გარემოებების გათვალისწინებით, გვთავაზობს: “სტაბილიზაციის და რეკონსტრუქციის 18თვიან 
გეგმას”, განიხილავს მას, როგორც მთავრობის უმთავრეს ამოცანას, რომლის რეალიზაციის 
შედეგად საქართველო უნდა დაუბრუნდეს “დინამიკური ეკონომიკური განვითარების გზას 
და 50თვიან გეგმას” (50თვიანი გეგმა შემოთავაზებული იყო პრეზიდენტ სააკაშვილის დროს 
2008 წლის 5 ნოემბრის რიგგარეშე საპრეზიდენტო არჩევნებისთვის). 18თვიანი გეგმის არსი კი 
შემდეგნაირადაა გამოხატული: “რადიკალური დემოკრატიული და ეკონომიკური რეფორმები, 
საერთაშორისო თანამეგობრობის მიერ გაწეული დახმარების გამოყენების მაღალი ეფექტურობა 
და მაქსიმალური გამჭვირვალობა გახლავთ მთავრობის პასუხი არსებულ გამოწვევებზე”.

ახალი მთავრობის დამტკიცებას წინ უძღოდა დონორთა კონფერენცია ბრიუსელში 2008 
წლის ოქტომბერში, სადაც საქართველოსთვის გამოიყო 4.5 მილიარდი დოლარის დახმარება 
კრედიტებისა და გრანტების სახით უახლოესი 3 წლის განმავლობაში. მთავრობა ვარაუდობს, 
რომ “ამ თანხებით გარკვეულწილად ჩანაცვლდებოდა საინვესტიციო შემოდინებები, რომელთა 
შემცირება შესაძლებელი იყო ახალი გარემოებების გამო, ასეთი ჩანაცვლების შემთხვევაში კი 
ქვეყანა თავიდან აიცილებს მაკროეკონომიკურ საფრთხეებს.” თვალშისაცემია, რომ ინვესტიციების 
შემოდინებასთან დაკავშირებული სირთულეების ფონზე პროგრამაში უცვლელადაა გადმოტანილი 
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წინა პროგრამაში მოცემული პროგნოზი საქართველოს საერთაშორისო საფინანსო ცენტრად 
გადაქცევის და 12 მილიარდი აშშ დოლარის ფინანსური რესურსების შემოდინების თაობაზე. 
ანალოგიურად, უცვლელი რჩება ფოთის თავისუფალ ინდუსტრიულ ზონაში 1.5 მილიარდის 
შემოდინებისა და სავარაუდო დასაქმების მაჩვენებლები.

წინა პროგრამისგან განსხვავებით, ნაკლებად ოპტიმისტურია ექსპორტის ზრდასთან 
დაკავშირებული პროგნოზები, ამ კუთხით აღარ ფიგურირებს რიცხობრივი მაჩვენებლები და 
პოლიტიკა მხოლოდ ზოგადი ფრაზებით შემოიფარგლება: “თავისუფალი ვაჭრობის რეჟიმის 
ამოქმედება ევროკავშირთან, აშშთან, ევროპის თავისუფალი ვაჭრობის ზონასთან და 
სპარსეთის ყურის თანამშრომლობის საბჭოსთან გააფართოვებს საქართველოს საექსპორტო 
შესაძლებლობებს. პროდუქციის იოლი ექსპორტის შესაძლებლობა გაზრდის ინვესტორთა 
დაინტერესებას და, შესაბამისად, კერძო სექტორს, რაც, თავის მხრივ, ხელს შეუწყობს დასაქმებას.”

კვლავ აქცენტირებულია სხვადასხვა ინფრასტრუქტურული პროექტების რეალიზაცია. პროგრამის 
მიხედვით, მთავრობა გეგმავს “ვარდების რევოლუციის” შემდგომი კურსის გაგრძელებას 
ეკონომიკური თავისუფლების კუთხით, რაც გამოიხატება “დაბალანსებულ ბიუჯეტში, დაბალ 
გადასახადებში, ინვესტიციების მოზიდვაში, საკუთრების უფლების დაცვაში, თავისუფალ სავაჭრო 
და სატრანსპორტო პოლიტიკაში, ექსპორტის ზრდაში, სოფლის განვითარებაში, დასაქმებასა 
და დაგროვების სტიმულირებაში.” აღსანიშნავია, რომ მთავრობის წინა პროგრამაში საუბარია 
პროფიციტულ ბიუჯეტზე, აქ კი შემოთავაზებულია  ტერმინი “დაბალანსებული ბიუჯეტი”. პრემიერ 
გურგენიძის მთავრობის პროგრამისგან განსხვავებით, საერთოდ აღარაა ნახსენები ინფლაცია, 
“მომავალი თაობების ფონდი” და “სტაბილური განვითარების ფონდი”. სოციალური პოლიტიკა 
კი თითქმის წინა პროგრამის ანალოგიურია. პროგრამა გვპირდება, რომ სოფლის მეურნეობას 
განსაკუთრებული ყურადღება მიექცევა, თუმცა კონკრეტული გეგმები ანალოგიურია წინა 
პროგრამისა და მხოლოდ ერთ დამატებით ჩანაწერს მოიცავს: “სახელმწიფო იზრუნებს, რათა გლეხს 
შეექმნას ხელშემწყობი გარემო სოფლის მეურნეობის პროდუქციის რეალიზაციისათვის”. წინა 
პროგრამების მსგავსად, აქცენტირებულია თავად სოფლის ინფრასტრუქტურის განვითარება, მათ 
შორის, სასოფლო გზების, გაზიფიკაციის, სარწყავი სისტემის, ამბულატორიების მიმართულებით.

პროგრამაში საკუთრების უფლებასთან დაკავშირებით, მისი საკანონმდებლო დეკლარირების 
გარდა, შემოთავაზებულია თავად საკუთრებასთან დაკავშირებული ნორმების რეალიზაციის 
მონიტორინგის სისტემის შექმნა.

შეიძლება ითქვას, რომ ამ პროგრამაში კიდევ უფრო გაიზარდა “ლოზუნგური” ხასიათი (“ასი 
საავადმყოფო და ა.შ“), იმ განსხვავებით, რომ ამბიციური ეკონომიკურფინანსური ლოზუნგები 
ჩანაცვლდა უმთავრესად სოციალური რიტორიკით. ეს ცვლილება კიდევ უფრო გაფართოვდა 
სამთავრობო პროგრამის შემდგომ ვერსიებში. 

2009 წლის 6 თებერვალს საქართველოს პარლამენტმა ნდობა გამოუცხადა ახალი პრემიერ
მინისტრის, ნიკა გილაურის მთავრობას და მის პროგრამას. პროგრამის სახელწოდება კვლავ 
შენარჩუნებულია: “ერთიანი საქართველო სიღარიბის გარეშე”. დოკუმენტი არსებითად იმეორებს 
წინა პროგრამაში მოცემულ ძირითად პრიორიტეტებს და მხოლოდ ცალკეული საკითხებია 
დაკონკრეტებული. ამასთან, შედარებით წინა პლანზეა წამოწეული დასაქმების პროგრამა. 
აღსანიშნავია, რომ ტექსტში საერთოდ აღარაა ნახსენები “სტაბილიზაციის და რეკონსტრუქციის 
18თვიანი გეგმა”, თუმცა, მითითებულია, რომ “მთავრობის “მსოფლიო ფინანსური კრიზისისგან 
დაცვის სტრატეგიამ” უნდა დააბრუნოს საქართველოს ეკონომიკა 50თვიანი გეგმის შესრულების 
გზაზე”. თავად ანტიკრიზისული სტრატეგია კი ფორმულირებულია შემდეგნაირად: “მსოფლიო 
ფინანსური კრიზისისგან დაცვის სტრატეგია წარმოადგენს პასუხს მსოფლიო ეკონომიკაში 
მიმდინარე მოვლენებზე და მოიცავს ეკონომიკის სტიმულირების პაკეტს 2.2 მილიარდი 
ლარის ოდენობით. ეს თანხა იყოფა სამ ნაწილად: პირველი ნაწილ წარმოადგენს ბიუჯეტში 
გათვალისწინებულ 1,450 მილიარდ ლარს (მასში შედის როგორც სახელმწიფო შიდა რესურსები, ისე 
დონორების დახმარება), რომელიც ძირითადად დაიხარჯება საქართველოში ინფრასტრუქტურის 
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მშენებლობაზე; მეორე ნაწილია 500 მილიონი ლარი, რომელსაც დონორები დამოუკიდებლად 
დახარჯავენ სხვადასხვა პროექტებზე; ხოლო მესამე ნაწილია 250 მილიონი ლარი, რომელიც 
მომხმარებელს დარჩება საგადასახადო ტვირთის შემცირების ხარჯზე.”

პროგრამაში, წინა პროგრამებისაგან განსხვავებით, განსაკუთრებით წინა პლანზეა წამოწეული 
უმუშევრობის თემა “საქართველოს მთავრობას ეკონომიკის სფეროში გააჩნია ერთი პრიორიტეტი 
– ეს არის სამუშაო ადგილების შენარჩუნება და უმუშევრობის დაძლევა”.

პროგრამაში უცნაურად ჟღერს მთავრობის განცხადება ინფლაციასთან დაკავშირებით, მაშინ, 
როდესაც მსოფლიოს სხვადასხვა ქვეყნების ეკონომიკაში რეცესიასთან ერთად დეფლაციური 
ტენდენციებიც ჩამოყალიბდა და ასეთივე ნიშნებს ატარებდა ქართული ეკონომიკა 2008 წლის 
მეორე ნახევარში: “ბევრი სხვა ქვეყნისგან განსხვავებით, საქართველომ მოახერხა ინფლაციური 
პროცესების შეჩერება; ინფლაციის მაჩვენებელი 2008 წლის პერიოდის ბოლოს 5.5% დაფიქსირდა, 
ნაცვლად გასული წლის იმავე პერიოდისთვის არსებული 10%სა.”

სხვა მხრივ, პროგრამაში კვლავ ინფრასტრუქტურულ პროექტებზეა აქცენტი, რასაც, მთავრობის 
ვარაუდით, ათიათასობით სამუშაო ადგილის შექმნა უნდა მოჰყვეს. საუბარია საშემოსავლო 
გადასახადის განაკვეთის 25%იდან 20%მდე შემცირების გეგმაზე და დაკონკრეტებულია 
სოციალური დახმარებების ბენეფიციართა რაოდენობები.

2010 წლის 2 ივლისს საქართველოს პარლამენტმა კვლავ გამოუცხადა ნდობა პრემიერმინისტრ 
ნიკა გილაურის მთავრობას და მის პროგრამას. პროგრამის სახელწოდება კვლავ შენარჩუნებულია: 
“ერთიანი საქართველო სიღარიბის გარეშე”. აღნიშნულ პროგრამაში საერთოდ აღარაა ნახსენები 
“სტაბილიზაციის და რეკონსტრუქციის 18თვიანი გეგმა” და “50თვიანი გეგმა”. რა ბედი ეწიათ 
ამ გეგმებს, რა იქნა მიღწეული, როგორია ახალი მთავრობის პროგრამის მიმართება მათთან, არ 
იკვეთება. ამ კუთხით მხოლოდ კრიზისის წარმატებით დაძლევაზეა საუბარი: “საქართველოს 
მთავრობამ წარმატებით გაართვა თავი გლობალური ეკონომიკური კრიზისის შედეგებთან 
ბრძოლის გადამწყვეტ ეტაპს. ამჟამად მთავრობის ამოცანაა ამ მიღწევების შენარჩუნება და 
განვითარება ჯერ კიდევ მიმდინარე კრიზისის ფონზე”.

აღსანიშნავია, რომ პროგრამაში კვლავ დასაქმების პრობლემაა აქტუალიზებული: “დასაქმება 
საქართველოს მთავრობის როგორც ეკონომიკური, ისე სოციალური პოლიტიკის მთავარი 
საზრუნავია. მაღალი ეკონომიკური ზრდის ტრაექტორიაზე საქართველოს ეკონომიკის დაბრუნება, 
ინფრასტრუქტურის განვითარება, მაღალხარისხიანი განათლება და ბიზნესგარემო დასაქმების 
პოლიტიკის მთავარი მდგენელებია”.

ფისკალურ ამოცანებთან დაკავშირებით წინა პროგრამები საგან  განსხვავებული დამოკიდებუ
ლებაა: პრემიერ გურგენიძის სამთავრობო პროგრამაში პროფიციტზე და მის ზრდაზეა საუბარი, 
შემდგომ – დაბალანსებულ ბიუჯეტზე, ამ შემთხვევაში უკვე ამოცანად დეფიციტის შემცირებაა 
დასახული.

ინფრასტრუქტურული პროექტები კვლავ რჩება პრიორიტეტად და გამოცხადებულია, როგორც 
ეკონომიკური ზრდისა და დასაქმების ძირითადი საფუძველი.

სოფლის მეურნეობის განვითარების მთავარ ბერკეტად თავად სოფლის განვითარებაა მოხ
სენიებული: “სოფლის განვითარება საქართველოს მთავრობისათვის წარმოადგენს მაგისტრალურ 
მიდგომას სოფლის მეურნეობის განვითარებისათვის.”

სხვა საკითხები წინა პროგრამების ანალოგიურადაა წარმოდგენილი.

2011 წელს საქართველოს მთავრობამ წარმოადგინა “საქართველოს სტრატეგიული განვითარების 
“ათპუნქტიანი გეგმა” მოდერნიზაციისა და დასაქმებისთვის (2011-2015).” ეს დოკუმენტი 
უნდა განვიხილოთ ერთერთ ყველაზე მნიშვნელოვან დოკუმენტად, სადაც თავს იყრის ყველა ის 
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3.  ეკონომიკის ძირითადი მამოძრავებელი ძალები და 
წინააღმდეგობები 2004-2011 წლებში 

3.1   ძირითადი მაკროეკონომიკური ტენდენციები

მაკროეკონომიკური და ინსტიტუციური რეფორმების პარალელურად, მთავრობის ძალისხმევა 
მიმართული იყო ეკონომიკაში კორუფციისა და სახელმწიფო ჩარევის რადიკალური შემცირებისკენ, 
რასაც საინვესტიციო გარემო უნდა გაეუმჯობესებინა. 20042007 წლებში მთლიანი შიდა 
პროდუქტის საშუალო წლიური მაჩვენებლის ზრდამ შეადგინა 9.3%. ამასთან, ყველაზე მაღალი 
ორნიშნულიანი ზრდა დაფიქსირდა 2007 წელს და 12.3% შეადგინა.

ეკონომიკის ძირითად მამოძრავებელ ძალას 2008 წლამდე შეადგენდა პირდაპირი უცხოური 
ინვესტიციები და საბანკო სისტემის განვითარება.

ცალკე აღებული მთლიანი შიდა პროდუქტის დინამიკა ეკონომიკური განვითარების შეფასები
სათვის ნაკლებად გამოსაყენებელია, მით უმეტეს, საქართველოს შემთხვევაში, როდესაც 
ეკონომიკა სტრუქტურულად არ არის ფორმირებული და მაღალია დეკაპიტალიზაციის ხარისხი. 
ამ პირობებში “სწრაფი ზრდის ეფექტმა”, შესაძლოა, შეცდომაში შეგვიყვანოს ეკონომიკის 
განვითარებასთან მიმართებაში.
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წყარო: საქსტატი

დიაგრამა 1ზე მოცემულია საქართველოს ეკონომიკაში შექმნილი მთლიანი დამატებული 
ღირებულების და მთლიან მოხმარებაზე გაწეული ხარჯების დინამიკა, რაც აჩვენებს, რომ 
საბოლოო მოხმარებაზე გაწეული დანახარჯების დინამიკა გაცილებით მზარდი იყო და 2006 
წლიდან გადააჭარბა დამატებული ღირებულების ზრდის დინამიკას. ეს დიაგრამა აჩვენებს, რომ 
ქართული ეკონომიკა მოხმარებაზე ორიენტირებული ეკონომიკის ნიშნებს უფრო ავლენდა და 
ნაკლებად იზრდებოდა ეკონომიკის მწარმოებლურობის უნარი. 20082010 წლებში ინფლაციის 
პრობლემის წინა პლანზე წარმოჩენის ერთერთი ძირითადი მიზეზიც ქართული ეკონომიკის ამ 
მახასიათებელში უნდა ვეძიოთ.
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ამასთანავე, საბოლოო მოხმარების ხარჯებში, ძირითადად, მნიშვნელოვნად იზრდებოდა 
სახელმწიფო სექტორის მოხმარება კერძო სექტორთან შედარებით. ეს ნათლად ჩანს დიაგრამა 
2ზე. აქ ნაჩვენებია სახელმწიფო სექტორისა და შინამეურნეობების ხარჯების ზრდის დინამიკა 
პროცენტულად წინა წელთან შედარებით. 20042008 წლებში მხოლოდ 2006 წელს აღემატებოდა 
შინამეურნეობების ხარჯების ზრდის დინამიკა სახელმწიფო სექტორისას. სხვა წლებში 
სურათი საპირისპიროა და მნიშვნელოვანი სხვაობაა სახელმწიფო ხარჯების უპირატესი ზრდის 
თვალსაზრისით. 20092010 წლებში კი ორივე მიმართულებით ზრდის დინამიკა მინიმუმამდეა 
დაყვანილი და, შესაბამისად, სხვაობებიც ნაკლებად მნიშვნელოვანია. ეს მაჩვენებლები იმის 
ილუსტრაციაა, რომ სახელმწიფო სექტორის ხარჯები და მისი წვლილი მშპს ზრდაში მთლიანობაში 
გაცილებით მეტი დინამიზმით ხასიათდებოდა, ვიდრე კერძო სექტორისა.
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აღსანიშნავია, რომ სახელმწიფო სექტორი არა მარტო ხარჯების თვალსაზრისით ახდენდა 
ეკონომიკაზე ზეგავლენას, არამედ, ამავდროულად ამ ხარჯების ერთერთ ძირითად წყაროს 
საბიუჯეტოსაგადასახადო შემოსავლები წარმოადგენდა.
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ანალიზი ცხადყოფს, რომ 20042010 წლებში ნაერთი ბიუჯეტის საგადასახადო შემოსავლების 
ზრდის დინამიკა გაცილებით მაღალი იყო, ვიდრე დამატებული ღირებულების ზრდის დინამიკა. 
ეს ტენდენცია მყარად შენარჩუნებული იყო 2008 წლის ჩათვლით. 20092010 პოსტკრიზისულ 
წლებში მცირდება დამატებული ღირებულების ზრდაც და საგადასახადო შემოსავლების 
ზრდის დინამიკაც, კერძოდ, 2009 წელს ორივე ეს მაჩვენებელი უარყოფითია, შესაბამისად, 
6% და 8%, 2010 წელს კი დამატებული ღირებულება წინა წელთან შედარებით 16%ით 
გაიზარდა, საგადასახადო შემოსავლები კი – 11%ით. ეს ის შემთხვევაა, როდესაც სახელმწიფო 
ყოველწლიურად ეკონომიკიდან გადასახადების სახით იღებს გაცილებით მეტს, ვიდრე იზრდება 
ეკონომიკის მწარმოებლურობის უნარი. ეს კი, ადრე თუ გვიან, ეკონომიკის დამუხრუჭებასაც 
იწვევს და საბიუჯეტო პრობლემებსაც. ამის ილუსტრაციაა დიაგრამა 3, სადაც პროცენტულადაა 
მოცემული დამატებული ღირებულებისა და საგადასახადო შემოსავლების ცვლილებები წინა 
წელთან შედარებით. 

ამ თვალსაზრისით საინტერესოა საქართველოში “ვარდების რევოლუციის” შემდგომი მშპს ზრდის 
დარგობრივი სტრუქტურა.

ცხრილი 6:  მთლიანი შიდა პროდუქტის ზრდის ჯაჭვური ინდექსები (2003=100,%)

 2003 2004 2005 2006 2007 2008 2009 2010

სოფლის მეურნეობა, ნადირობა 
და სატყეო მეურნეობა; თევზჭერა, 
მეთევზეობა 100 92.1 103.2 91.1 94.1 89.9 83.8 79.8

სამთომოპოვებითი მრეწველობა 100 80.1 73.8 87.7 105.1 122.7 134.2 140.4

გადამამუშავებელი მრეწველობა 100 111.6 127.3 155.6 173.6 171 156.5 188.1

ელექტროენერგიის, აირისა და 
წყლის წარმოება და განაწილება 100 96 100.9 114.5 122.2 126.7 134.6 137.3

პროდუქციის გადამუშავება 
შინამეურნეობების მიერ 100 98.4 110.6 113.8 145.8 139.2 136.7 130.4

მშენებლობა 100 135.9 155 168.3 192.9 171.5 166.1 176.8

ვაჭრობა; ავტომობილების, 
საყოფაცხოვრებო ნაწარმისა და 
პირადი მოხმარების საგნების 
რემონტი 100 108.2 118.3 141.7 155.3 173.6 145.3 165.8

სასტუმროები და რესტორნები 100 103.5 120.7 133.3 148.5 155.7 148.9 168.4

ტრანსპორტი 100 103.7 107.7 125.9 140.8 127.4 128.1 144.7

კავშირგაბმულობა 100 116.9 150.5 170.7 185.6 215 207.8 229.4

საფინანსო საქმიანობა 100 112.8 172.5 236.1 272.2 283.8 288.1 330.5

ოპერაციები უძრავი ქონებით, 
იჯარა და  
მომხმარებლისათვის 
მომსახურების გაწევა 100 128.1 141.7 166.3 204.7 209.6 201.1 221.4

საკუთარი საცხოვრისის 
გამოყენების პირობითი რენტა 100 100.6 101.5 101.7 107.2 110.6 113.7 116.6

სახელმწიფო მმართველობა 100 109.7 102.8 100.4 116.3 127.9 129.4 130.4

განათლება 100 101.8 115.9 129.8 142.1 160.8 168.4 173.6

ჯანმრთელობის დაცვა და 
სოციალური დახმარება 100 104.2 112.1 129.4 142.8 152.6 165.8 170.7
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სხვა კომუნალური, სოციალური 
და პერსონალური მომსახურების 
გაწევა 100 106.5 126 135 167.4 170 147.9 165.1

შინამოსამსახურის საქმიანობა და  
შინამეურნეობების საქმიანობა, 
დაკავშირებული საქონლისა და 
მომსახურების წარმოებასთან 
საკუთარი მოხმარებისათვის 100 120.5 97.8 106.2 114.1 120.7 124 135.8

ფინანსური შუამავლობის 
მომსახურების არაპირდაპირი 
შეფასება 100 92.1 145.1 123.4 175.8 222.1 219.8 240.9

მშპ საბაზისო ფასებში 100 105.6 116.6 127.8 142.6 146.3 140.4 150.3

გადასახადები პროდუქციაზე 100 108.3 109.5 117.2 137.4 138.1 135.7 137.5

სუბსიდიები პროდუქციაზე 100 99.2 99.7 88.8 94.5 102.3 106.5 111

მშპ საბაზრო ფასებში 100 105.9 116 126.9 142.6 145.9 140.4 149.1

მშპ დეფლატორი 100 108.4 117 126.9 139.2 152.7 149.6 162.4

ცხრილი აჩვენებს საქართველოს მშპს ზრდის სტრუქტურულ თავისებურებებს (2003 = 100). 
შესაძლებელია დარგების რამდენიმე უფრო ძირითადი მსხვილი ჯგუფის გამოყოფა. “საფინანსო 
საქმიანობა” და “ფინანსური შუამავლობის მომსახურების არაპირდაპირი შეფასების” ზრდის 
ჯაჭვური ინდექსები მაღალი ზრდით ხასიათდება და, შესაბამისად, 330.5% და 240.9%ია. ეს 
მიუთითებს ფინანსური სექტორის მასშტაბის მკვეთრ ზრდაზე.

განვითარდა მშენებლობის დარგი და ზრდის ინდექსი შეადგენს 176.8%ს, რაც უმთავრესად 
დაკავშირებულია სწორედ საბანკო სექტორის მიერ ამ სფეროში გაცემული კრედიტების მასშტაბის 
ზრდასთან, ანუ უშუალოდ უკავშირდება ზემოაღნიშული ფინანსური სექტორების ზრდას. ამავე 
ჯგუფს შეიძლება მივაკუთვნოთ “ოპერაციები უძრავი ქონებით, იჯარა და მომხმარებლისათვის 
მომსახურების გაწევა,” რომელთა ზრდის ინდექსიც კიდევ უფრო მაღალია და 221.4%ს შეადგენს.

მომსახურების სფეროდან აღსანიშნავია “სასტუმროების და რესტორნების” დარგის მკვეთრი ზრდა 
– 168.4%ით, რაც მშენებლობასა და ხელისუფლების მხრიდან ტურისტულ ინფრასტრუქტურაზე 
განსაკუთრებული აქცენტით, ასევე ამ სფეროში ფასების ზრდითაა განპირობებული. 

“კავშირგაბმულობის” ზრდა – 229.4%ით უშუალოდ ამ სერვისის მოხმარების მასშტაბის ზრდის 
შედეგია. ასევე მკვეთრად გაიზარდა “ვაჭრობა; ავტომობილების, საყოფაცხოვრებო ნაწარმისა 
და პირადი მოხმარების საგნების რემონტი” – 165.8%, რაც, მშენებლობის დარგის მსგავსად, 
გამოწვეულია საბანკო სექტორის მსხვილი საკრედიტო ინექციებით ამ სექტორში. სამივე დარგის 
ზრდის დინამიკა საქართველოს ეკონომიკის სამომხმარებლო ორიენტაციამაც განაპირობა. 

გადამამუშავებელ მრეწველობაში ზრდა ძირითადად ტრადიციული შავი და ფერადი ლითონური 
წარმოებისა და ქიმიური წარმოების პროდუქციის ზრდასთანაა დაკავშირებული. ამგვარი 
ტენდენცია განსაკუთრებით თვალსაჩინო იყო 2008 წლამდე  და, თავის მხრივ, განპირობებული 
იყო მსოფლიოში ლითონურ პროდუქციაზე მოთხოვნისა და, შესაბამისად, ფასების ზრდით. 
განათლება, ჯანმრთელობის დაცვა და სოციალური უზრუნველყოფის დარგების ზრდა კი, 
უმთავრესად, ამ მიმართულებებით სახელმწიფო დანახარჯების ზრდითაა განპირობებული.

სოფლის მეურნეობის დარგში საგანგაშო შემცირების ტენდენცია ჩამოყალიბდა და მისი ზრდის 
ჯაჭვური ინდექსი 2003 წელთან შედარებით მხოლოდ 79.8%ია, ანუ 20042010 წლებში შემცირდა 
20,4% ით.
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მშპს დარგობრივი ანალიზის სტრუქტურა ავლენს ქართული ეკონომიკის ზრდის გარკვეულ 
სურათს. ერთი მხრივ, ფინანსურ სექტორთან დაკავშირებული დარგების: უძრავი ქონების, 
მშენებლობისა და ვაჭრობის სექტორის გამოკვეთილად მაღალი ზრდა ერთიან კონტექსტშია 
განსახილველი და ის უშუალოდ უკავშირდება საბანკო სექტორის გაფართოებას, და ნაწილობრივ, 
პირდაპირ უცხოურ ინვესტიციებს, რაც ქვემოთ იქნება განხილული. მეორე მხრივ, სახელმწიფო 
ხარჯების მნიშნელოვანი როლი მშპს ზრდაში გამოიხატება განათლების, ჯანდაცვის, სოციალური 
დახმარებისა და მომსახურების კომუნალური სექტორის განვითარების კუთხით.

ქართული ეკონომიკის მახასიათებელია შიდა დანაზოგების სიმცირე მშპთან მიმართებაში. 
მიუხედავად უცხოური ინვესტიციების ძირითადად ზრდადი დინამიკისა (ამასთან, 
არასტაბილურობისა), ქართული ეკონომიკა მაინც არ გამოირჩევა დანაზოგებისა და ინვესტიციების 
მაღალი წილით მშპში. ამ მხრივ, განსაკუთრებით კი დანაზოგების წილით, იგი ყოფილ საბჭოთა 
რესპუბლიკებსაც ჩამორჩება. 

ცხრილი 7.  დანაზოგების და ინვესტიციების წილი მშპ-თან მიმართებაში პოსტსაბჭოთა 
ქვეყნებისთვის

ქვეყანა დანაზოგების საშუალო წილი მშპ-თან 
მიმართებაში 2004-2011 წლებში (%) 

ინვესტიციების საშუალო წილი მშპ-თან 
მიმართებაში 2004-2011 წლებში (%)

სომხეთი 25.0 32.9

აზერბაიჯანი 44.3 28.5

ბელარუსი 27.6 35.7

საქართველო 12.7 26.0

ყაზახეთი 30.8 31.0

ყირგიზეთი 20.4 22.6

ლატვია 21.6 30.4

ლიტვა 16.0 22.1

მოლდოვა 20.0 29.9

რუსეთი 28.4 21.3

ტაჯიკეთი 13.6 17.6

უკრაინა 22.1 22.9

უზბეკეთი 36.6 29.5

წყარო: საერთაშორისო სავალუტო ფონდი, http://www.imf.org/external/ns/cs.aspx?id=28

ქართული მშპს ზრდის მახასიათებელია ერთ სულ მოსახლეზე დამატებული ღირებულების 
არათანაბარი გეოგრაფიული განაწილება, კერძოდ, სხვაობა დედაქალაქსა და რეგიონებს შორის.
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ცხრილი 8:  ერთ სულ მოსახლეზე შექმნილი დამატებული ღირებულების განაწილება 
საქართველოს რეგიონების მიხედვით 

რეგიონი
დამატებული ღირებულება 

ერთ სულ მოსახლეზე 
ლარებში

Tbilisi 7351

aWaris a/r 3564

guria 2721

kaxeTi 2406

samegrelo-zemo svaneTi 2867

samcxe-javaxeTi 2662

qvemo qarTli 3076

imereTi, raWa-leCxumi da qvemo svaneTi 2975

Sida qarTli, mcxeTa-mTianeTi 2682

         წყარო: საქსტატი

3.2.   პირდაპირი უცხოური ინვესტიციები

“ვარდების რევოლუციის” შემდგომ საქართველოში საინვესტიციო ნაკადების მკვეთრი 
ზრდის ტენდენცია შეინიშნებოდა. ამ ტენდენციას ძირითადად განაპირობებდა შედარებითი 
ფისკალური სტაბილურობა, ლიბერალური ეკონომიკური კურსი და ქვეყნის ხელისუფლების 
მიერ საერთაშოროსო დონეზე განხორციელებული მასობრივი პიარკამპანიები. საინვესტიციო 
აქტივობის თვალსაზრისით, სიტუაცია გარკვეულწილად უარყოფითად იცვლება 20072008 
წლებიდან. 

პირდაპირი უცხოური ინვესტიციების პროპორცია ერთ სულ მოსახლეზე:

2002 წელი – 37 აშშ დოლარი

2004 წელი – 104 აშშ დოლარი

2006 წელი – 240 აშშ დოლარი

2007 წელი – 360 აშშ დოლარი

2008 წელი – 350 აშშ დოლარი.

გარდა ამისა, მოხდა “ვარდების რევოლუციამდე” მიღებული უკანონო შემოსავლების ლეგალურ 
ჩარჩოში მოქცევა. ამ ფულის დიდი ნაწილი ინვესტირებული იქნა სამშენებლო, ფინანსურ 
სფეროებში და ტელეკომუნიკაციებში, რამაც, თავის მხრივ, პოზიტიური ზეგავლენა მოახდინა 
მშპს ზრდაზე. 
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დიაგრამა 4: პირდაპირი უცხოური ინვესტიციები საქართველოში (ათასი აშშ დოლარი)

- - 52,8 102,4 -223,4 -92,0
- 152 310,5 88 486,2 65 941,7 -31 972,6 -16 574,4
- - - 0,0 -6,3 14 075,0
- - - - -84,8 -

34 210,0 88 996,5 26 212,2 10 253,4 47 881,0
1 055,8 24 380,8 -6 442,0 -1 563,5 4 396,1

- - - - 175,3 23,0

407 189,7 1 132 726,1 476 655,2 224 722,2 248 211,4
10 749,3 11 384,4 51 463,4 29 709,0 10 045,0

- - 1 563,7 62,0 112,7 23,4
70,8 318,9 20,6 12,7 -291,4 -90,0

40 071,2 148 643,6 26 165,8 -1 612,1 40 387,7
15 032,2 227 926,4 34 857,6 45 679,0 24 213,5

499 107 449 785

1 190 375

2 014 842

1 563 962

658 401
814 497

980 600

2004 2005 2006 2007 2008 2009 2010 2011

მთლიან პირდაპირ უცხოურ ინვესტიციებში ნახტომისებური ზრდა მოხდა 2006 წელს და მან 
შეადგინა 1,190,374.6 ათასი აშშ დოლარი, 2007 წელს კი ეს მაჩვენებელი ყველაზე მაღალი იყო 
საქართველოს დამოუკიდებლობის პერიოდში და შეადგინა 2,014,841.6 ათასი აშშ დოლარი. 
2008 წელს დაიწყო ინვესტიციების შემცირება, განსაკუთრებით მე3 და მე4 კვარტალში, ანუ 
მსოფლიო კრიზისისა და საქართველორუსეთის აგვისტოს ომის შემდგომ. თუმცა, წლიურმა 
ინვესტიციებმა მაინც სოლიდურ ნიშნულს მიაღწია და შეადგინა 1,563,962.4 ათასი აშშ დოლარი. 
20092010 წლებში პირდაპირი უცხოური ინვესტიციების მოცულობა მნიშვნელოვანად შემცირდა 
წინა წლებთან შედარებით და, შესაბამისად, 658,400.6 და 814,496.6 ათასი აშშ დოლარი შეადგინა. 
პირდაპირი უცხოური ინვესტიცების წილი მშპთან მიმართებაშიც იზრდებოდა 20052007 წლებში: 
2007 წელს მშპს 19.8% იყო, 2008 წელს კი შემცირდა და 12.2% შეადგინა. 20092011 წლებში 
პირდაპირი უცხოური ინვესტიციების წილი მშპთან მიმართებაში 67%ის ფარგლებში მერყეობს 
და ამ მაჩვენებლით ვერ ცდება 20042005 წლების დონეს (იხ. დიაგრამა 5).

დიაგრამა 5: პირდაპირი უცხოური ინვესტიცები მშპ-თან მიმართებაში (პროცენტი)

9.7

7.0

15.3

19.8

12.2

6.1 7.0 6.8

2004 2005 2006 2007 2008 2009 2010 2011
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ცხრილი 9:  პირდაპირი უცხოური ინვესტიციების დარგობრივი სტრუქტურა (პროცენტი)

დარგი 2007 2008 2009 2010 2011*

სოფლის მეურნეობა, 
თევზჭერა

0.8 0.5 3.4 1.1 1.4

მოპოვებითი და  
გადამამუშავებელი 
მრეწველობა

19.8 13.3 21.2 28.1 3.8

ენერგეტიკა 18 18.9 0.3 2.7 18.4

მშენებლობა 8.5 3.6 16 0.6 16.1

სასტუმროები და 
რესტორნები

12 11.6 5.7 2.1 3.6

ტრანსპორტი და  
კავშირგაბმულობა

20.7 27 15 26.4 1.4

უძრავი ქონება 1.5 17.8 22.4 14.6 13.3

ჯანმრთელობის 
დაცვა და სოციალური 
დახმარება

0.1 0 0 0.1 12.5

დანარჩენი მომსახურება 6.9 6.5 7.8 11 1.8

საფინანსო სექტორი 6.8 0.5 7.5 13.2 9.5

უცნობი 4.9 0.3 1.3 0.1 18.1

ინვესტიციების სტრუქტურა ეკონომიკის სექტორების მიხედვით აჩვენებს, რომ ტრანსპორტის და 
კავშირგაბმულობის სფეროებზე  მუდმივად ინვესტიციების უდიდესი წილი მოდის – საშუალოდ, 
მეხუთედი. ხოლო სოფლის მეურნეობაში კი ინვესტიციების წილი უმცირესია და საშუალოდ 
12%ს შეადგენს. ენერგეტიკაში ინვესტიციების წილი მაღალი იყო 20072008 წლებში, შემდგომ 
20092010 წლებში მკვეთრად დაეცა, 2011 წლის წინასწარი მონაცემებით კი კვლავ გაიზარდა და 
მთლიანი ინვესტიციების 18.4%ს მიაღწია. მაღალია ინვესტიციების მოცულობა მოპოვებითი და 
გადამამუშავებელი მრეწველობის სექტორებში. სასტუმროებისა და რესტორნების სექტორში 
სხვადასხვა წლებში ინვესტიციების მაღალი მაჩვენებელი ფიქსირდება, თუმცა იგი იკლებს 
20092010 წლებში. უძრავი ქონების სექტორში კი ინვესტიციების წილი განსაკუთრებით 
2008 წლიდან გაიზარდა. მერყევია ინვესტიციების მაჩვენებელი მშენებლობაში: 2009 წელს 
16% 2010 წელს მკვეთრად დაეცა (0,6%მდე) და 2011 წელს კვლავ გაიზარდა 16.1%მდე. 
განსაკუთრებით შესამჩნევია 2011 წელს ჯანმრთელობის დაცვისა და სოციალური დახმარების 
სექტორში ინვესტიციების ზრდა, რამაც მთლიანი მოცულობის 12.5% შეადგინა, მაშინ, როდესაც 
ამ მაჩვენებელს წინა წლებში არ გადაუჭარბებია 0,1%ისთვის. ინვესტიციების მთლიანი და 
სექტორული ანალიზის საფუძველზე შესაძლებელია გამოვკვეთოთ შემდეგი:

•	 უცხოურ პირდაპირ ინვესტიციებსა და მშპს ზრდის დარგობრივ სტრუქტურას შორის 
მნიშვნელოვანი კორელაცია არსებობს. ამასთან, უცხოური პირდაპირი ინვესტიციები მშპს 
ზრდის ერთერთ ძირითად მდგენელად უნდა იქნას განხილული.

•	 ცალკეულ სექტორებში მკვეთრი ცვლილებები ინვესტიციების მოცულობასა და ინვესტიციების 
სექტორულ სტრუქტურებს შორის წლების მიხედვით მიუთითებს ეკონომიკური ზრდის 
სიმყიფესა და არამდგრადობაზე.
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•	 ინვესტიციების დინამიკა მნიშვნელოვნად უკავშირდება პრივატიზაციის პროცესს, მათ შორის, 
როგორც უშუალოდ პრივატიზაციასთან დაკავშირებულ ტრანზაქციებს, ისე პრივატიზაციის 
შემდგომ განხორციელებულ “ინექციებს” შესაბამის ობიექტებში. ერთი მხრივ, ამ ტიპის 
ინვესტიციები ხშირ შემთხვევაში აქტივების მესაკუთრის შეცვლას უკავშირდება და არ 
იწვევს ახალი მწარმოებლური აქტივების ფორმირებას. მეორე მხრივ, პრივატიზაციასთან 
დაკავშირებული ინვესტიციების ზრდის რესურსი თანდათანობით მცირდება და ცალკეულ 
წლებში ამგვარი ინვესტიციების მაჩვენებლის ნახტომისებური ზრდა არასრულყოფილად 
ასახავს ეკონომიკის ზრდის შიდარესურსული პოტენციალის რეალურ სურათს.

ქვემოთ წარმოდგენილია საქართველოში 2007 და 20082011 წლებში განხორციელებული 
პირდაპირი უცხოური ინვესტიციების წარმომავლობის სქემა ქვეყნების მიხედვით პროცენტულ 
მაჩვენებლებში. ამ ინვესტიციებში ხშირად ფიგურირებს ოფშორული წარმოშობის კაპიტალი.

დიაგრამა 6: პირდაპირი უცხოური ინვესტიციები საქართველოში ქვეყნების მიხედვით 2007 წელს 
(პროცენტულად)

ყაზახეთი; 4.4
რუსეთი ; 4.4

კვიპროსი; 7.4

ჩეხეთი; 11.3

დანია; 7.8

ნიდერლანდები;
 14.9გაერთიანებული

სამეფო; 7.2

ვირჯინის  კ-ები
(ბრიტ.); 9.3

არაბეთის 
გაერთიანებული
 ემირატები; 6.5

თურქეთი ; 4.7

სხვა ქვეყნები; 
22.1

                                         წყარო: საქსტატი

ცხრილი 10: პირდაპირი უცხოური ინვესტიციები საქართველოში ქვეყნების მიხედვით (პირველი 
ათეული) 2008-2011 წლებში (პროცენტულად)

2008 2009 2010 2011
ქვეყანა % ქვეყანა % ქვეყანა % ქვეყანა %

არაბეთის 
გაერთიანებული 
ემირატები

20
არაბეთის 
გაერთიანებული 
ემირატები

25 აშშ 17 ნიდერლანდები 22

აშშ 11 თურქეთი 15 თურქეთი 11 დანია 10

თურქეთი 11 პანამა 11 ნიდერლანდები 9 საერთაშორისო 
ორგანიზაციები 10

ვირჯინიის კები 
(ბრიტ.) 10 გაერთიანებული 

სამეფო 11 გაერთიანებული 
სამეფო 7 კვიპროსი 10

გაერთიანებული 
სამეფო 10 ეგვიპტე 9 აზერბაიჯანი 7 თურქეთი 8

ნიდერლანდები 9 ჩეხეთი 7
არაბეთის 
გაერთიანებული 
ემირატები

7 რუსეთი 5
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შვეიცარია 6 ვირჯინიის კები 
(ბრიტ.) 5 რუსეთი 6 აზერბაიჯანი 5

ყაზახეთი 4 ნიდერლანდები 5 საერთაშორისო 
ორგანიზაციები 6 ლუქსემბურგი 4

ავსტრია 3 საერთაშორისო 
ორგანიზაციები 5 კვიპროსი 5 ვირჯინიის კები 

(ბრიტ.) 4

გერმანია 3 აზერბაიჯანი 5 ვირჯინიის კები 
(ბრიტ.) 5 გაერთიანებული 

სამეფო 4

სხვა ქვეყნები 15 სხვა ქვეყნები 3 სხვა ქვეყნები 21 სხვა ქვეყნები 19

საქართველოს მშპს ზრდის ერთერთ მნიშვნელოვან წყაროდ უნდა განვიხილოთ საბანკო 
სექტორის გაფართოებაც.

3.3.   საბანკო სისტემა

“ვარდების რევოლუციის” შემდეგ საქართველოში დაიწყო საბანკო სისტემის მნიშვნელოვანი 
გაფართოება. ამ მხრივ გარდატეხის პერიოდი იყო 20042006 წლები, როდესაც სესხების ხვედრითი 
წილი მშპში გაიზარდა 9.2%დან 19.4%მდე. შესაბამისად, ბანკების მიერ გაცემული რესურსებით 
ვითარდებოდა ეკონომიკა. იზრდებოდა ბანკების მნიშვნელობა და მათი მონაწილეობა ქვეყნის 
მშპს ზრდაში. ეს ტენდენცია 2008 წლამდე გაგრძელდა. ბანკების ზრდის ტემპი მკვეთრად 
აღემატებოდა ეკონომიკის სხვა სექტორების ზრდის ტემპს. ამასთან, ასევე გაფართოვდა სესხებზე 
ხელმისაწვდომობის არეალი. 

“ვარდების რევოლუციამდე” ბანკებში დეპოზიტების მოცულობა მშპთან მიმართებაში დაბალი 
იყო. თუ 2003 წელს დეპოზიტების მოცულობამ მშპში შეადგინა 22%, 2011 წელს  ეს მაჩვენებელი 
40%ზე მეტია; მონეტიზაციის კოეფიციენტი 12%დან 2011 წელს 21%მდე გაიზარდა და, 
ფაქტობრივად, საქართველო ამ მაჩვენებლებით გაუთანაბრდა აღმოსავლეთ და ცენტრალური 
ევროპის ქვეყნებს. ამდენად, უნდა ვივარაუდოთ, რომ მკვეთრად გაიზარდა ბანკების მიერ 
ეკონომიკის უზრუნველყოფა კრედიტით. 2004 წლის 1 იანვრისთვის ეკონომიკის დავალიანება 
ბანკების მიმართ შეადგენდა 747,911 ლარს, ხოლო 2011 წლის 1 დეკემბრისთვის ამ მაჩვენებელმა 
7,269,145 ლარი შეადგინა, ანუ 10ჯერ გაიზარდა “ვარდების რევოლუციის” შემდგომ პერიოდში.

დიაგრამა 7: კომერციულ ბანკებში არსებული დეპოზიტების და მათ მიერ გაცემული სესხების 
მიმართება მშპ-თან (პროცენტი)

6.3 7.2
9.1

10.1

13.5

16.8 16.9
19.1

23.6 23.3

8.3 8.8 9.5

14.6

19.2

26.6

30.6

28.0
29.3 29.7

01.01.2003 01.01.2004 01.01.2005 01.01.2006 01.01.2007 01.01.2008 01.01.2009 01.01.2010 01.01.2011 01.01.2012

დეპოზიტების  წილი  მშპ -თან (%) სესხების წილი  მშპ-თან (%)

         წყარო: საქართველოს ეროვნული ბანკი, http://nbg.gov.ge/index.php?m=306
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დიაგრამა 7დან ჩანს, როგორ იზრდებოდა საბანკო დეპოზიტებისა და სესხების როლი მშპ
თან მიმართებაში. ამასთან, სესხების ზრდის დინამიკა, განსაკუთრებით 2006 წლის შემდგომ, 
მკვეთრად აღემატება დეპოზიტების ზრდის დინამიკას. ამ პერიოდში კომერციულმა ბანკებმა 
მოახერხეს უცხოური საკრედიტო რესურსების შემოტანა, რასაც გლობალური ფინანსური 
კრიზისის დადგომამდე მსოფლიო ფინანსურ ბაზრებზე არსებული ხელსაყრელი მდგომარეობა 
და პირობებიც უწყობდა ხელს. ამ თვალსაზრისით, საბანკო სექტორმა აგრეთვე ითამაშა 
მნიშვნელოვანი როლი მშპს ზრდაში. ამასთან, კრედიტების გაცემის სისტემა კორელაციაშია მშპს 
ზრდის დარგობრივ სტრუქტურასთან, ასევე ქართული ეკონომიკის უპირატესად სამომხმარებლო 
და არა მწარმოებლურობაზე ორიენტირებული ეკონომიკის ტიპად ჩამოყალიბების ტენდენციასთან. 
ამის თვალსაჩინო ილუსტრაციაა დიაგრამა 8ზე მოცემული ეკონომიკის  მთლიანი დავალიანების 
სტრუქტურა ბანკების მიმართ (2012 წლის 1 იანვრის მდგომარეობით).

დიაგრამა 8: კომერციული ბანკების მიერ გაცემულის სესხების დარგობრივი სტრუქტურა 2012 
წლის 1 იანვრის მდგომარეობით (პროცენტი).

სოფლის 
მეურნეობა; 0.8

მრეწველობა; 11.5

მშენებლობა; 6.6

ვაჭრობა; 28.4

ოპერაციები 
უძრავი ქონებით; 

1.6

ჯანდაცვა  და 
სოციალური 

მომსახურება; 2.3

სხვა დარგები; 6.9

სამომხმარებლო 
სესხები 

(შინამეურნეობებზე); 
14.5

უძრავი ქონებით 
უზრუნველყოფილი

 სესხები 
(შინამეურნეობებზე); 

16.9

                              წყარო: საქართველოს ეროვნული ბანკი, http://nbg.gov.ge/index.php?m=306

მთლიანი სესხების 31.3% ჯამში გაცემულია შინამეურნეობებზე, მათ შორის, 14.4% – სამომხმა
რებლო სესხებზე, 16.9% კი – უძრავი ქონებით უზრუნველყოფილ სესხებზე. სამომხმარებლო 
სეს ხები, ვაჭრობაზე გაცემულ სესხებთან ერთად (რომლის წილი 28.4%ია), თავისი შინაარსით 
შესაძლებე ლია “ვაჭრობის” გამსხვილებული სექტორის ქვეშ დავაჯგუფოთ. საქართველოს 
სამომხმარებლო საქონლის წარმოების განუვითარებლობის პირობებში “ვაჭრობისთვის” 
გაცემული სესხების ჯამურმა 42.4%მა ერთერთი განმსაზღვრელი როლი ითამაშა 
იმპორტირებული საქონლით ვაჭრობის და, საბოლოო ჯამში, იმპორტის ზრდასა და სავაჭრო 
დეფიციტის გაუარესებაში. მშპს სტრუქტურის თვალსაზრისით, სესხებმა ამ სექტორზე გაზარდა 
მშპში ვაჭრობასთან და მომსახურებასთან დაკავშირებული სექტორების წილი და თავად ამ 
სექტორების ზრდის ინდექსები, მაგრამ ნაკლებად იმოქმედა ინდუსტრიის განვითარებაზე. 
ძირითადი ინდუსტრიული პოტენციალი, რომელიც არსებითად რამდენიმე მსხვილი საწარმოთი 
შემოიფარგლება, უმთავრესად ექსპორტზეა ორიენტირებული, ანუ შიდა სამომხმარებლო 
ბაზართან უშუალო კონტაქტი არ გააჩნია. აქედან გამომდინარე, ვაჭრობის ზრდამ გამოიწვია მშპს 
და იმპორტის მოცულობის ზრდა. ამასთან, შიდა ინდუსტრიული შესაძლებლობების ნაკლებობის 
პირობებში, ვაჭრობის ზრდამ ზეგავლენა იქონია ინფლაციის მზარდ დინამიკაზეც.
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იპოთეკური სესხები შინამეურნეობებისთვის, სესხები მშენებლობისათვის და უძრავი ქონებით 
ოპერაციებისათვის ჯამში 25.1%ს შეადგენს. ამ სამ სექტორზე გაცემული სესხები, შესაძლებელია, 
არსებითად, გავაერთიანოთ “მშენებლობის და უძრავი ქონების” გამსხვილებული სექტორის ქვეშ. 
შესაბამისად, ამ სფეროში გაცემული სესხების თითქმის მეოთხედი ზეგავლენას ახდენდა უშუალოდ 
მშენებლობის სფეროს გაფართოებაზე, რაც 2007 წლის ბოლომდე განსაკუთრებულად მზარდი 
ტენდენციით ხასიათდებოდა. 2007 წლიდან ამ დარგში იწყება კრიზისი (ჯერ კიდევ 2008 წლის 
აგვისტოს ომამდე და მსოფლიო კრიზისამდე). ამ პერიოდიდან დაიწყო ინვესტიციების შეკვეცა, 
ბანკებმა კი კვლავ განაგრძეს კრედიტების გაცემა. მშენებლობის და იპოთეკური სესხების 
განმსაზღვრელი ნაწილი უშუალოდ ბინათმშენებლობაზე იყო ორიენტირებული. ბინათმშე 
ნებ ლო ბა, როგორც ფაქტორი, ზეგავლენას ახდენს მშპს ზრდაზე, მაგრამ “კაპიტალიზაცია” 
ამ შემთხვევაში პირობითია, რადგან უპირატესად სამომხმარებლო დანიშნულების აქტივების 
ფორმირება ხდება. გასათვალისწინებელია, რომ საქართველოში 20052008 წლებში 
ჩამოყალიბებულმა “იპოთეკურმა ბუმმა” მნიშვნელოვანი ზეგავლენა იქონია უძრავი ქონებაზე 
ფასების ზრდაზეც.

3.4. საგარეო ვალი

საქართველოს ეკონომიკის ზრდაზე, პირდაპირი უცხოური ინვესტიციების გარდა, მნიშვნელოვან 
ზეგავლენას ახდენდა საგარეო ფინანსური ნაკადები, რომელიც საგარეო ვალის ზრდით და 
უცხოეთიდან ფულადი ტრანსფერების ფორმით შემოედინებოდა.

მთლიანი საგარეო ვალი მოიცავს როგორც სამთავრობო სექტორისა და ეროვნული ბანკის ვალს, ისე 
კერძო სუბიექტების, მათ შორის, ფინანსური ინსტიტუტების და საწარმოების, დავალიანებებსაც 
(იხ. ცხრილი).

ცხრილი 11: საქართველოს მთლიანი საგარეო ვალი და მისი სტრუქტურა (ათასი აშშ დოლარი)

 12/31/2006 12/31/2007 12/31/2008 12/31/2009 12/31/2010 12/31/2011

სამთავრობო 
სექტორი 1,440,477.0 1,584,821.2 2,087,572.1 2,743,749.4 3,342,699.0 3,674,223.0

ეროვნული ბანკი 294,690.8 254,221.4 460,954.0 913,873.7 876,513.9 815,051.7

ბანკები 548,668.1 1,295,028.4 1,874,812.9 1,498,722.2 1,597,648.8 2,121,971.7

სხვა სექტორები 689,975.5 851,026.8 1,098,822.1 1,366,289.9 1,678,815.3 1,987,374.0

არასაბანკო 
საფინანსო 
კორპორაციები

18,839.5 37,994.9 41,273.7 48,264.4 68,603.8 99,412.3

არასაფინანსო  
კორპორაციები 671,135.9 813,031.9 1,057,548.3 1,318,025.5 1,610,211.5 1,887,961.7

პირდაპირი 
ინვესტიციები:  
კომპანიათაშორისი 
სესხები

826,723.9 1,798,723.3 2,102,244.0 2,138,735.0 2,321,468.1 2,568,990.0

მთლიანი საგარეო 
ვალი 3,800,535.3 5,783,821.1 7,624,405.1 8,661,370.1 9,817,145.1 11,167,610.3

წყარო: საქართველოს ეროვნული ბანკი

მთლიანი საგარეო ვალი 20062010 წლებში თითქმის გასამმაგდა და 2006 წელს 3,800,535.3 ათასი 
აშშ დოლარიდან 2010 წელს 9,817,145.1 ათას აშშ დოლარამდე გაიზარდა.



დამოუკიდებლობის 20 წელი

შუალედური ანგარიში           65

დიაგრამა 9: საქართველოს მთლიანი საგარეო ვალი (ათასი აშშ დოლარი)
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                            წყარო: საქართველოს ეროვნული ბანკი, http://nbg.gov.ge/index.php?m=306

მთლიანი საგარეო ვალის ზრდის დინამიკა მნიშვნელოვანია, რამდენადაც უცხოური, შესაბამისი 
ვალდებულებებით დატვირთული ფინანსური ნაკადები წარმოადგენს ქვეყნის მშპს ზრდის 
ერთერთ ძირითად წყაროს. ამავდროულად, ცალკე უნდა აღვნიშნოთ მთლიანი საგარეო ვალის 
ის კომპონენტი, რომელიც სახელმწიფო სექტორის მიერ იქნა აღებული. ამ მხრივ, სამთავრობო 
სექტორის და ეროვნული ბანკის ხაზით ჯამური დავალიანება 2006 წლის დასაწყისისთვის 
წარმოადგენდა 1,735,167.8 ათას აშშ დოლარს, 2010 წლისთვის კი ის გაიზარდა 4,219,212.90 ათას 
აშშ დოლარამდე.

დიაგრამა 10: სამთავრობო სექტორის და ეროვნული ბანკის საგარეო ვალი (ათასი აშშ დოლარი)
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                          წყარო: საქართველოს ეროვნული ბანკი, http://nbg.gov.ge/index.php?m=306

3.5.   უცხოეთიდან მოქალაქეთა ფულადი გზავნილები

საქართველოს ეკონომიკისთვის მნიშვნელოვან როლს თამაშობს უცხოეთიდან შემოსული 
ფულადი გზავნილები, რომელსაც იქ დასაქმებული მოქალაქეები უგზავნიან ოჯახის წევრებს 
და ახლობლებს. ამასთან, ამ გზავნილების მხოლოდ ნაწილი ხორციელდება საბანკო არხებით. 
ასეთი გზავნილების მთლიანი მოცულობა მუდმივად იზრდებოდა საქართველოში და მხოლოდ 
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ზრდა.

დიაგრამა 11: უცხოეთიდან განხორციელებული ფულადი გზავნილები საქართველოში  
(ათასი აშშ დოლარი)
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                                    წყარო: საქართველოს ეროვნული ბანკი, http://nbg.gov.ge/index.php?m=306

დიაგრამა 12: უცხოეთიდან მიღებული ფულადი გზავნილები მშპ-თან მიმართებაში (%)
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                                    წყარო: საქართველოს ეროვნული ბანკი, http://nbg.gov.ge/index.php?m=306

შესაძლებელია, პოსტრევოლუციური ეკონომიკური განვითარება ორ ეტაპად დაიყოს: 2008 
წლის აგვისტოს ომამდე და ომის შემდგომ. 20042008 წლებში სახელმწიფომ მნიშვნელოვნად 
გააუმჯობესა საგადასახადო ადმინისტრირება, აგრეთვე, გაცილებით მეტი უცხოური კრედიტი 
და გრანტი ასახა ბიუჯეტში, ვიდრე წინა პერიოდში. ამან გამოიწვია ბიუჯეტის მნიშვნელოვანი 
ზრდა, თუმცა, პარალელურად გაიზარდა საგარეო დავალიანებებიც. ამასთან, სახელმწიფოს 
მიერ ჩატარებული პრივატიზაციის პროცესი თუ უცხოური კაპიტალის შემოსვლა, რომელიც 
უმეტესწილად წარმოადგენდა აქტივების ერთი ხელიდან მეორეში გადანაცვლებას და 
ფოკუსირებული იყო ეკონომიკის რამდენიმე სექტორზე (მშენებლობა, ვაჭრობა, ფინანსური 
სექტორი), წარმოადგენდა ზრდის მასტიმულირებელ ფაქტორს. ამავე წლების განმავლობაში 
კომერციული ბანკების მხრიდან თითქმის ათჯერ გაიზარდა ეკონომიკის სფეროში კრედიტების 
გაცემა, მნიშვნელოვანწილად გაიზარდა უცხოეთიდან შემოსული საკრედიტო რესურსები, 
ასევე – უცხოეთიდან საქართველოს მოქალაქეების ფულადი გზავნილები. ეს ნიშნავს იმას, 
რომ ეკონომიკური ზრდის ყველა ძირითადი ფაქტორი იყო საგარეო, უმეტესწილად ატარებდა 
ფინანსური ინექციის ხასიათს და ნაკლებად განაპირობებდა ეკონომიკის შიდა დაგროვების და 
მწარმოებლური შესაძლებლობების ზრდას. ფინანსური ინექციების ძალზე მცირე ნაწილი იქნა 
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მიმართული ისეთ სფეროებში, რომელიც წარმოების მოცულობის გაფართოებაზე/წარმოების 
ზრდაზე იქნებოდა ორიენტირებული. ამან განაპირობა ის, რომ მოხმარების ტემპები გაცილებით 
მეტად იზრდებოდა, ვიდრე ეკონომიკის წარმოების უნარი. ბუნებრივია, თუ მოხმარება უფრო 
მკვეთრად იზრდება, ვიდრე საწარმოო შესაძლებლობები, მაშინ, როდესაც სერვისის სექტორშიც 
მნიშვნელოვან გარღვევას არ აქვს ადგილი, ეკონომიკა შესაძლოა ჩიხში შევიდეს. ამ დროს იზრდება 
სხვადასხვა ტიპის კრედიტორული დავალიანებები როგორც ქვეყნის შიგნით, ისე მის ფარგლებს 
გარეთ, რადგან მოხმარება, თავის მხრივ, უმეტესწილად გულისხმობს ქვეყნის დავალიანებების 
ზრდას და არა  მწარმოებლურობისას. კიდევ ერთი მახასიათებელი ამ პერიოდის საქართველოს 
ეკონომიკისა არის ის, რომ მნიშვნელოვნად გაიზარდა იმპორტის მოცულობა ექსპორტთან 
შედარებით, რის გამოც უცხოური ინექციების და შემოსული სახსრების დიდი ნაწილი ისევ 
უცხოეთში გაედინება იმპორტის გზით მაშინ, როცა ქვეყნის რეალურ სექტორზე მნიშვნელოვანად 
არ აისახება. ამგვარი სურათი მოცემულ პერიოდში განპირობებულია ეკონომიკაში სექტორული 
აქცენტებითაც, კერძოდ ვაჭრობის, მშენებლობის, ფინანსური სექტორის და სახელმწიფო 
სექტორის ხარჯების ცალკეულ მსხვილ მიმართულებებზე. ამავდროულად, ძირითადი დარგებიდან 
სოფლის მეურნეობა არ წარმოადგენდა პრიორიტეტს არც სახელმწიფოსთვის, არც უცხოელი 
ინვესტორებისთვის და არც ბანკებისთვის, რამაც, შესაბამისად, ამ დარგში წარმოების შემცირება 
გამოიწვია.

 

3.6.   2008 წლის კრიზისი საქართველოში

2008 წლის აგვისტოს ომის და მსოფლიო ეკონომიკური კრიზისის ფონზე გამოიკვეთა ეკონომიკური 
კრიზისის “ქართული ვერსიის” მახასიათებლები.

ეკონომიკის დაცემის მიზეზებიდან უნდა გამოვყოთ საგარეო ფაქტორები, როგორებიცაა 
რუსეთთან ჯერ გართულებული ეკონომიკური და პოლიტიკური ურთიერთობები, შემდგომ 2008 
წლის აგვისტოს ომი და გლობალური ფინანსური კრიზისი და ყველა ის საშინაო ფაქტორი, რაც 
ინფლაციას წარმოშობდა. 

დიაგრამა 13: ეკონომიკური პარამეტრების დინამიკა 2008 წლის კრიზისთან მიმართებაში

2005 2006 2007 2008 2009 2010

მშპ-ს რეალური ზრდა  (%) პირდაპირი  უცხოური ინვესტიციების ზრდა  (%)

ფულადი  ტრანსფერების ზრდა  (%) კომერციული ბანკების მიერ გაცემული სესხების წილის  ზრდა  მშპ-ში (%)
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2008 წლის მეორე ნახევარში ქვეყანა შევიდა რეცესიის ფაზაში. რუსეთსაქართველოს 2008 წლის 
აგვისტოს ომი მძიმე შედეგებით დამთავრდა. ქვეყანამ განიცადა დიდი პირდაპირი ეკონომიკური 
ზარალი და აისახა ზრდის მაჩვენებლის მკვეთრ შემცირებაში. 2008 წელს მშპს ზრდამ მხოლოდ 
2.1% შეადგინა, მაშინ, როდესაც 2007 წელს ეს ციფრი 12.3% იყო. ომს მოჰყვა მნიშვნელოვანი 
ეკოლოგიური ზიანი და სერიოზული სოციალური პრობლემები. იძულებით გადაადგილებულ 
პირთა რაოდენობა გაიზარდა თითქმის 160 000 კაცით39, საჭირო გახდა მათთვის დროებითი 
საცხოვრებელი სახლების აშენება და სოციალური დახმარება.

ამასთან, თანმხვედრი გლობალური ფინანსური კრიზისი ეკონომიკის დაცემის მეორე ძირითად 
მიზეზად იქცა. დასავლეთის კომპანიებმა შეწყვიტეს საქართველოს ბანკებისთვის კრედიტების 
გაცემა, რამაც წარმოშვა ლიკვიდურობის მწვავე უკმარისობა. ამ მოვლენებს მოჰყვა პირდაპირი 
უცხოური ინვესტიციების ნაკადების მკვეთრი შემცირება საქართველოს ეკონომიკაში. 2009 წელს 
პირდაპირი უცხოური ინვესტიციების მოცულობამ ერთ სულ მოსახლეზე შეადგინა 180 დოლარი, 
ხოლო 2010 წელს კიდევ უფრო ნაკლები – 125 დოლარი, რაც თითქმის სამჯერ ნაკლებია 2007 წლის 
ანალოგიურ მაჩვენებელზე. 2009 წელს  პირდაპირი უცხოური ინვესტიციები ორჯერ შემცირდა 
წინა წელთან შედარებით და შეადგინა 658.4 მლნ დოლარი, 2010 წელს კი კიდევ უფრო ნაკლები – 
553.1 მლნ დოლარი. ამასთან, საბანკო სესხები 2009 წელს წინა პერიოდთან შედარებით 13.5%ით 
შემცირდა. 

ქვეყნის ფისკალური და სავალო პოზიცია გაუარესდა. 2009 წელს სახელმწიფო ბიუჯეტი შემცირდა 
10.9%ით და ბიუჯეტის დეფიციტმა მიაღწია მშპს 9.9%ს, საგარეო ვალი კი 2008 წელს მშპს 
19.3%დან გაიზარდა 2010 წელს 27.9%მდე. 

2008 წლამდე ქართული ეკონომიკის ზრდის თავისებურებებმა ის მოწყვლადი გახადა. 
შესაბამისად, 2008 წლის მეორე ნახევრიდან ქვეყანა დიდი ალბათობით კიდევ უფრო მწვავე 
ეკონომიკურ კრიზისში აღმოჩნდებოდა, რომ არა ის მხარდაჭერა, რომელიც საქართველომ მიიღო 
დონორებისგან აგვისტოს ომის შემდგომ.

2008 წლის ოქტომბერში ერთობლივ კონფერენციაზე ბრიუსელში 38 ქვეყნის და 15 საერთაშორისო 
ორგანიზაციის ხელმძღვანელობამ საქართველოს გამოუყო 4.5 მლრდ დოლარის დახმარება, 
საიდანაც 2.0 მლრდ დოლარი წარმოადგენდა გრანტებს და 2.550 მლრდ დოლარი – სესხებს. ეს 
დახმარება გამიზნული იყო პოსტკონფლიქტური ეკონომიკის რეაბილიტაციისათვის 20082010 
წლებში. ამასთან, მან მნიშვნელოვნად შეარბილა გლობალური ფინანსური კრიზისის ზემოქმედება 
საქართველოზე, რის შედეგადაც ქვეყანაში ეკონომიკური დაცემა შედარებით უმტკივნეულოდ 
წარიმართა. 

კიდევ ერთი სერიოზული გამოწვევა იყო მიმდინარე ანგარიშის დეფიციტი. საქართველოს მზარდი 
სავაჭრო დეფიციტი ბალანსდებოდა უცხოური პირდაპირი ინვესტიციებით და ტრანსფერებით. 
2008 წლის მეორე ნახევრიდან ამ დამაბალანსებელი საშუალებების შეკვეცამ შექმნა პრობლემა 
მიმდინარე ანგარიშის დეფიციტის თვალსაზრისით, რაც უშუალოდ აისახა გაცვლით კურსზე. 
თუმცა, ეროვნული ბანკის რეზერვების შევსებამ სავალუტო ფონდის რეზერვებით 2008 წლის 
შემდგომ შექმნა ლარის კურსის შენარჩუნების შესაძლებლობა.

20042008 წლებში ქვეყნის ეკონომიკის ორიენტაცია მოხმარების ზრდაზე უკვე ქმნიდა 
წანამძღვრებს ინფლაციის პრობლემისათვის. 2008 წლის შემდგომ, კრიზისის დასაძლევად 
სახელმწიფოს მიერ საჯარო ხარჯების კიდევ უფრო გასაფართოებლად საბიუჯეტო დეფიციტის 
ზრდა იქნა გამოყენებული. ამასთან, დონორთა საგრანტო და საკრედიტო დახმარების ასახვამ 
ხარჯების გაფართოებაზე კიდევ უფრო წინა პლანზე წამოსწია ინფლაციის პრობლემა, სამთავრობო 
პროგრამებში სწორედ ამ პერიოდიდან ხდება ინფლაციაზე აქცენტირება.

39 http://www.internaldisplacement.org/idmc/website/countries.nsf/%28httpEnvelopes%29/C38CFB59E6593F79C1257
9C6006DCACC?OpenDocument#19.2.1
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3.7.  ინფლაცია და გაცვლითი კურსი

ინფლაცია გამოიკვეთა, როგორც “ვარდების რევოლუციის” შემდგომი პერიოდის ეკონომიკის 
ერთერთი უმთავრესი პრობლემა. 2004 წლიდან, მას შემდეგ, რაც ეკონომიკური გარემო გახდა 
უფრო აქტიური და დინამიკური, ინფლაცია იზრდებოდა. 20002003 წელს წლიური მშპს ზრდა 
შეადგენდა საშუალოდ 4%ს, ხოლო საშუალო წლიური ინფლაციის ზრდა კი 3.5% იყო. იმ პერიოდის 
რეალობის გათვალისწინებით ეს იყო ეკონომიკური სტაგნაციის მკაფიო ინდიკატორი.

20042007 წლებში მშპს საშუალო წლიური ზრდა შეადგენდა 9.3%ს, საშუალო წლიური 
ინფლაცია კი გაიზარდა 11.1%მდე. შესაბამისად, ამ პერიოდში 20002003 წლის მაჩვენებელს 
მშპს ზრდა ორჯერ, ხოლო ინფლაციის ზრდა – სამჯერ აღემატებოდა. 2008 წელს, ენერგეტიკის 
სფეროში ფასების ზრდისა და ფინანსური კრიზისის გამო, ინფლაციის ოფიციალურმა დონემ 5.5% 
შეადგინა, 2009 წელს კი იგი 3.0%მდე შემცირდა. ეს იყო ყველაზე დაბალი მაჩვენებელი “ვარდების 
რევოლუციის” შემდეგ. 2010 წელს წლიურმა ინფლაციამ გადააჭარბა 11.2%ს, რაც გამოწვეული 
იყო მსოფლიოში ფასების ზრდით და ცუდი კლიმატური პირობების შედეგად მოსავლიანობის 
შემცირებით. 

შესაბამისად, ინფლაცია მნიშვნელოვნად იზრდებოდა, რასაც რამდენიმე ფაქტორი განაპირობებდა: 

1. გაუმჯობესდა საინვესტიციო გარემო და გაიზარდა ტრანსფერები. 20042007 წლებში 
ფართომასშტაბიანმა პრივატიზაციამ და საზღვარგარეთიდან ტრანსფერების რადიკალურმა 
ზრდამ მნიშვნელოვნად, 25%ით, გადააჭარბა მშპს ზრდას. აქედან გამომდინარე, მოთხოვნა 
ეროვნულ ვალუტაზე განუხრელად იზრდებოდა და მოითხოვდა ფინანსურ ბაზრებზე ფულის 
მიწოდების ზრდას, რაც, თავის მხრივ, ქმნიდა ინფლაციის ზრდის პირობებს. ეროვნული ვალუტის 
სტაბილურობის უზრუნველყოფაც ასევე ქმნიდა გარკვეულ საშიშროებას. საქართველოს 
ეროვნული ბანკი მონეტარული პოლიტიკის განხორციელებისას არჩევანის წინაშე იდგა: მას 
ან უნდა შეენარჩუნებინა ინფლაცია სასურველ დონეზე, ან უნდა უზრუნველეყო გაცვლითი 
კურსის სტაბილურობა. ეროვნულმა ბანკმა არჩევანი ამ უკანასკნელზე გააკეთა. უცხოური 
ვალუტის ჭარბი შემოდინების პირობებში, ეროვნული ვალუტის გამყარებასთან ერთად 
ხდებოდა ინფლაციის ზრდა. 

2. 20042007 წლებში 20002003 წლებთან შედარებით საბიუჯეტო შემოსავლები გაიზარდა 
ექვსჯერ. ამან საშუალება მისცა ქვეყანას, დაეფარა ადრე დაგროვილი შიდა ვალები და 
გაეზარდა ხელფასები და პენსიები. ამის შედეგად გაიზარდა მოთხოვნა სამომხმარებლო 
ბაზარზე, რაც, თავის მხრივ, ინფლაციის ზრდის ფაქტორი გახდა.

3. 20042006 წლებში საჯარო სექტორში ხელფასები გაიზარდა 67%ით, ხოლო კერძო სექტორის 
ზოგიერთ დარგში – საშუალოდ 208%ით. ამგვარად, იქმნებოდა ინფლაციის პირობები. 

4. ამას დაემატა საერთაშორისო ფაქტორებიც, კერძოდ: საერთაშორისო ბაზრებზე 
ენერგორესურსების ღირებულების ზრდა, ამერიკული დოლარის ღირებულების შემცირება 
და ინფლაციის ზრდა საქართველოს ძირითად სავაჭრო პარტნიორ ქვეყნებში: აზერბაიჯანში, 
რუსეთში, თურქეთსა და უკრაინაში, სადაც ინფლაცია საშუალოდ 10%ით გაიზარდა. 

5. ინფლაციის ზრდის კიდევ ერთ მნიშვნელოვან ფაქტორს მთავრობის საბიუჯეტო პოლიტიკა 
წარმოადგენდა, კერძოდ, საბიუჯეტო დეფიციტი რომელიც მკვეთრად გაიზარდა 20092010 
წლებში წინა წლებთან შედარებით და, შესაბამისად, 1,196,966 ათასი ლარი და 918.60 ათასი 
ლარი შეადგინა.

საქართველოს ეროვნულმა ბანკმა, ფულის მიწოდების შემცირებისა და ინფლაციის 
დასარეგულირებლად დაიწყო სადეპოზიტო სერტიფიკატების გამოცემა და, ფაქტობრივად, 
ინტერვენციების განხორციელება სავალუტო ბაზარზე. 2008 წლის აგვისტოში რუსეთთან ომის 
შემდეგ, მაკროეკონომიკური სტაბილურობის შენარჩუნების მიზნით, ეროვნულმა ბანკმა დაიწყო 
ლარის დევალვაცია. ამის შედეგად 2008 წლის ნოემბერში ლარის კურსი მკვეთრად გაუფასურდა. 
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სრულიად განსხვავებული სცენარით წარიმართა 2004 წლის დასაწყისში ლარის რევალვაცია, 
რომლის პირობას შეადგენდა მსოფლიოში ბოლო ორი წლის განმავლობაში დოლარის კურსის 
მიზანმიმართული დევალვაცია და ქვეყანაში დაწყებული კორუფციის წინააღმდეგ ბრძოლის 
პოლიტიკა, რამაც ლარის კურსის განმტკიცებას შეუწყო ხელი. 

2003 წლის ნოემბერში რევოლუციური ცვლილებებისა და ახალი პოლიტიკური კურსის 
შემოღების შემდეგ ლარის კურსის რევალვაციაზე იმოქმედა შიდა ფაქტორებმა, განსაკუთრებით 
არალეგალური შემოსავლების ლეგალიზაციის ღონისძიებების დაწყებამ. ამის შედეგად გაიზარდა 
ფისკალური ეფექტი და, შესაბამისად, მოთხოვნა ეროვნულ ვალუტაზე. თუ 2003 წლის დეკემბერში 
ერთი დოლარი შეადგენდა 2.14 ლარს, ლარის რევალვაციამ კულმინაციას მიაღწია 2008 წლის 
ზაფხულში, აგვისტოს ომის წინა პერიოდში, როდესაც მისი ნიშნული შემცირდა 1.39 ლარამდე, 
ხოლო ომის შემდგომ – 2008 წლის ნოემბერში იგი დოლართან მიმართებაში ჩამოყალიბდა 1.66
ის ფარგლებში და, ფაქტობრივად, ეროვნული ვალუტა გაუფასურდა 14%ით. ამის შემდეგ 
მისი რყევები კვლავ გრძელდებოდა და მხოლოდ 2011 წლის დასაწყისის შემდგომ დაიწყო მისი 
სტაბილურობა.

3.8. საგარეო ვაჭრობა და მიმდინარე ანგარიშის დეფიციტი

20022007 წლებში საქართველოს ექსპორტი და იმპორტი გაიზარდა, თუმცა იმპორტის ზრდამ 
გადააჭარბა ექსპორტის ზრდას. იმპორტის ექსპორტით გადაფარვის კოეფიციენტი შემცირდა 
თანდათანობით – თუ 2002 წელს 46.5% იყო, 2007 წელს შეადგინა 27.0%. შესაბამისად, 20022007 
წლებში სავაჭრო დეფიციტი გაიზარდა ექვსჯერ, მიმდინარე ანგარიშის დეფიციტი კი – ორჯერ და 
2007 წელს მიაღწია მშპს 19.0%ს, ხოლო 2008 წელს – დაახლოებით 22%ს. 2009 წელს მიმდინარე 
ანგარიშის დეფიციტი იყო მშპს 11.2%, ხოლო 2010 წელს საექსპორტო პოტენციალი გაიზარდა 
უფრო მეტად და ამან შეამცირა მიმდინარე ანგარიშის დეფიციტი მშპს 9.6 %მდე. 2011 წელს ეს 
მაჩვენებელი კვლავ გაიზარდა 11.7%მდე.

პირდაპირი უცხოური ინვესტიციები და საზღვარგარეთიდან ტრანსფერტები წარმოადგენს 
დეფიციტის დაფარვის წყაროს. 20022007 წლების განმავლობაში პირდაპირი უცხოური 
ინვესტიციები გაიზარდა 6.6ჯერ, ხოლო ტრანსფერტები საზღვარგარეთიდან – 8.5ჯერ. 
ენერგიის მოხმარებაზე ფასების და პირდაპირი უცხოური ინვესტიციების ზრდა იყო იმპორტის 
ზრდის ძირითადი მიზეზი. 20082009 წლებში პირდაპირი უცხოური ინვესტიციებისა და ფულადი 
გზავნილების მოცულობა  მნიშვნელოვნად შემცირდა. 2010 წელს ფულადი გზავნილები კვლავ 
გაიზარდა, რაც უკავშირდება მსოფლიო ეკონომიკის გაჯანსაღებას, თუმცა პირდაპირი უცხოური 
ინვესტიციების ნაკადები მნიშვნელოვნად შემცირდა. უცხოური ინვესტიციების შემცირება 
უკავშირდება საპრივატიზაციო რესურსების კლებას, 2008 წლის აგვისტოს ომის შედეგად 
წარმოშობილ სტაბილურობის რისკებს და მსოფლიოში მიმდინარე ეკონომიკურ რყევებს.

“ვარდების რევოლუციის” შემდგომი პერიოდის ქართული ეკონომიკის ერთერთ ძირითად 
მახასიათებელს საგარეო ვაჭრობის ზრდა და, ამავდროულად, სავაჭრო დეფიციტის ზრდა 
წარმოადგენდა.

საქართველოში 2003 წლის შემდგომ პერიოდში ინსტიტუციურმა რეფორმებმა ხელი შეუწყო 
ქვეყნის სავაჭრო ბრუნვის გაფართოებას, თუმცა, ვაჭრობის განვითარებაზე უარყოფითი 
გავლენა მოახდინა 2006 წლის რუსეთის ემბარგომ, 2008 წლის საომარმა მოქმედებებმა და 
გლობალურმა ფინანსურმა კრიზისმა. მიუხედავად ამისა, 20032010 წლებში სავაჭრო ბრუნვა  
5.2ჯერ აღემატებოდა 19962003 წლის მაჩვენებელს. 
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დიაგრამა 14:  საქართველოს სავაჭრო ბრუნვა (მლნ აშშ დოლარი)

ექსპორტი სულ 203 244 191 238 324 317 346 461 647 866 937 1 232 1 495 1 134 1 574 2 189

იმპორტი სულ 751 995 883 690 710 752 795 1 139 1 844 2 488 3 675 5 212 6 302 4 500 5 249 7 058

სავაჭრო ბრუნვა 954 1 240 1 074 928 1 033 1 069 1 140 1 600 2 491 3 353 4 611 6 444 7 797 5 634 6 823 9 247

საგარეო ვაჭრობის სალდო -548 -751 -691 -452 -386 -435 -449 -678 -1 198 -1 622 -2 738 -3 980 -4 806 -3 367 -3 674 -4 869

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

ვაჭრობის ლიბერალიზაციის, სავაჭრო ბარიერების გაუქმებისა და თავისუფალი და 
პრეფერენციული სავაჭრო რეჟიმების დამყარების შედეგად იმპორტი განსაკუთრებით სწრაფად 
გაიზარდა. 20032010 წლებში იგი 4.7ჯერ აღემატებოდა 19962003 წლების დონეს. შედეგად, 
საქართველოს სავაჭრო ბალანსი კვლავ შეიცავდა მაღალ მაკროეკონომიკურ რისკებს და 
განსაკუთრებით გაუარესდა ბოლო წლებში. 

დიაგრამა15: ექსპორტით იმპორტის გადაფარვის მაჩვენებელი (პროცენტი)

27
25

22

35

46

42
44

41
35

35

25

24 24
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2006
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2008
2009
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2011

19961998 წლებში ექსპორტით იმპორტის გადაფარვის მაჩვენებელი 27%, 25% და 22% იყო, 
1999 წლიდან ამ მაჩვენებელმა დაიწყო გაუმჯობესება – 2002 წელს 44%ს და 2003 წელს 41%ს 
მიაღწია. 2004 წლის შემდგომ ამ მაჩვენებელმა კვლავ შემცირება დაიწყო – 20052009 წლებში  
24 25%ის ფარგლებში მერყეობდა (რაც ნიშნავს, რომ იმპორტი ექსპორტს 4ჯერ აღემატებოდა), 
20102011 წლებში კი ოდნავ გაუმჯობესდა და 30% და 31% შეადგინა. 20032010 წლებში 
სავაჭრო დეფიციტი გაიზარდა 5.1ჯერ, მიმდინარე ანგარიშის დეფიციტი კი – 2.9ჯერ. სავაჭრო 
ბრუნვაზე მნიშვნელოვან ზეგავლენას ახდენს მსოფლიო ფასები, რომელიც 20082010 წლებში 
განსაკუთრებული რყევებით გამოირჩეოდა. 
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ტრადიციულად, საქართველოს მთავარ საექსპორტო პროდუქციას წარმოადგენს კვების 
პროდუქტები (მინერალური წყლები, ღვინო, თხილი, ციტრუსები, ხილი) და სამრეწველო 
პროდუქცია (შავი და ფერადი ლითონები, მინერალური სასუქები, ალუმინი, ოქრო, ჯართი და სხვ.). 
საქართველოს ძირითად საიმპორტო საქონელს შეადგენს გაზი და ნავთობპროდუქტები, მანქანის 
ნაწილები, სატრანსპორტო საშუალებები, მარცვლეული, კვების პროდუქტები, მედიკამენტები და 
ა.შ. 

1990იანი წლებიდან 2005 წლამდე მთავარი საექსპორტო პროდუქციის პირველ ხუთეულში 
შედიოდა შავი ლითონების ჯართი, ახალი ან გამხმარი კაკალი, ფეროშენადნობები, ყურძნის 
ნატურალური ღვინო, ძვირფასი ლითონების მადანი და კონცენტრატები და აზოტის სასუქები, 
ხოლო იმპორტის პირველ ხუთეულში შედიოდა ნავთობი და ნავთობპროდუქტები, ნავთობის 
აირები, მედიკამენტები, სიგარები და სიგარეტები, მსუბუქი ავტომობილები.

ამ პერიოდში რუსეთი იყო საქართველოს მთავარი სავაჭრო პარტნიორი. 2006 წლიდან რუსეთის 
მიერ ემბარგოს დაწასების შედეგად, მასთან სავაჭრო ურთიერთობები გაუარესდა. რუსეთის 
მიერ საქართველოდან სასოფლოსამეურნეო და კვების პროდუქტების ექსპორტის აკრძალვებისა 
და სატრანსპორტო კავშირების ბლოკირების შემდეგ საქართველოს საგარეო სავაჭრო 
მიმართულებები შეიცვალა. თურქეთი გახდა საქართველოს მთავარი სავაჭრო პარტნიორი. 
თურქეთსა და ევროკავშირს შორის ასოცირების ხელშეკრულების შესაბამისად, საქართველო 
2006 წლიდან ავტომატურად გახდა თურქეთის GSP + სქემის მომხმარებელიც (ევროკავშირთან 
ამ რეჟიმის ამოქმედების შემდგომ). 2007 წელს საქართველომ გააგრძელა თურქეთთან სავაჭრო 
ურთიერთობების გაღრმავება და გააფორმა მასთან თავისუფალი ვაჭრობის ხელშეკრულება, 
რომელიც ამოქმედდა 2008 წლის 1 ნოემბერს. 

გაიზარდა საგარეო ვაჭრობაში აზერბაიჯანისა და უკრაინის მონაწილეობაც. შეიცვალა ექსპორტის 
სტრუქტურაც და კვების პროდუქტებმა, ძირითადად, ყურძნის ღვინომ, დაკარგა რეალიზაციის 
მნიშვნელოვანი ბაზარი. 

2010 წელს ექსპორტირებულ საქონელს შორის ფეროშენადნობები ტრადიციულად პირველ ადგილს 
იკავებს. მეორე პოზიციაზე იყო მსუბუქი ავტომობილების ექსპორტი, მესამეზე – შავი ლითონების 
ჯართი, რომლის ხვედრითი წონა ექპორტში, თითქმის 2ჯერ შემცირდა 2000 წელთან შედარებით, 
მაგრამ კვლავ მნიშვნელოვან რესურსს წარმოადგენს. მესამე პოზიციაზეა ოქრო, რომელზეც 
საერთაშორისო ფასების ზრდამ 2009 წელს განაპირობა მისი ექსპორტის წლიური ზრდა 16.1%
ით, თუმცა 2010 წელს იგი შემცირდა 27.8%ით, რაც გამოწვეული იყო ამ საქონელზე ფასების 
ზრდის სტაბილიზაციით. 2011 წელს საქართველოს ექსპორტში პირველი ადგილი მსუბუქმა 
ავტომობილებმა დაიკავა და 450 მლნ აშშ დოლარი შეადგინა (მთლიანი ექსპორტის 20,6%), მეორე 
პოზიცია ფეროშენადნობებმა დაიკავა, მესამე პოზიციაზე კი აზოტოვანმა სასუქებმა გადაინაცვლა 
(იხ. ცხრილი 12).

ცხრილი 12: უმსხვილესი სასაქონლო პოზიციები საქართველოს ექსპორტში

 2010 წელი 2011 წელი

 ათასი 
დოლარი

პროცენტული 
წილი

ათასი 
დოლარი

პროცენტული 
წილი

ექსპორტი – სულ 1 574 084.5 100 2 189 135.8 100

მათ შორის:     

მსუბუქი ავტომობილები 227 251.4 14.4 450 296.6 20.6

ფეროშენადნობები 263 937.8 16.8 254 910.8 11.6

აზოტოვანი სასუქები 72 113.4 4.6 144 090.7 6.6
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თხილი და სხვა კაკალი 64 035.9 4.1 130 085.7 5.9

შავი ლითონების ჯართი 109 370.9 6.9 116 811.6 5.3

ოქრო დაუმუშავებელი ან 
ნახევრადდამუშავებული 85 788.3 5.5 109 890.0 5

სპილენძის მადნები და 
კონცენტრატები 70 675.6 4.5 85 135.3 3.9

სპირტი ეთილის 
არადენატურირებული 80 
მოც. % ზე ნაკლები სპირტის 
კონცენტრაციით და სპირტიანი 
სასმელები

54 573.3 3.5 67 852.1 3.1

წნელები ნახშირბადიანი 
ფოლადისაგან, ე.წ. “არმატურა” 35 511.5 2.3 61 012.6 2.8

ყურძნის ნატურალური ღვინოები 39 269.0 2.5 54 103.4 2.5

დანარჩენი პროდუქცია – სულ 551 557.4 35 714 946.9 32.7

ბოლო წლებში აღინიშნებოდა გარკვეული პოზიტიური ტენდენციები ექსპორტის სტრუქტურაში. 
კერძოდ, განუხრელად იზრდებოდა ელექტროენერგიისა და მედიკამენტების ექსპორტის წილი, 
რაც გარკვეულწილად ამ დარგებში მსოფლიო ფასების ზრდის შედეგია.

2010 წელს 10 ყველაზე მსხვილი საექსპორტო პროდუქტის წილმა მთლიან ექსპორტში შეადგინა 
51.5%, რაც იმას ნიშნავს, რომ საქართველო უწინდებურად დამოკიდებულია რამდენიმე პროდუქტის 
ექსპორტზე და კონცენტრირებულია ტრადიციულ დარგებზე. ამ მხრივ, დადებითი მოვლენა იყო 
ექსპორტში ახალი პროდუქტების – ჩაის, ელექტროენერგიის, სამედიცინო მოწყობილობების, 
ცოცხალი საქონლის, ცხვრისა და ა.შ. წილის გაზრდა. 

საქართველოს იმპორტში წამყვანი ადგილი უწინდებურად ნავთობს და ნავთობპროდუქტებს 
უკავია. შემდეგ პოზიციებზეა მსუბუქი ავტომანქანები და მედიკამენტები. აღსანიშნავია, რომ 
ბოლო სამი წლის განმავლობაში იმპორტში იზრდება ხორბლის, მზესუმზირის ზეთის, შაქრის, 
სიგარეტებისა და თამბაქოს ნაწარმის ხვედრითი წილი, რაც სოფლის მეურნეობისა და კვების 
მრეწველობის დაბალ კონკურენტუნარიანობაზე მეტყველებს.

ექსპორტი იმპორტი
ქვეყანა წილი % ქვეყანა წილი %
აზერბაიჯანი 15.4 თურქეთი 17.4
თურქეთი 13.6 უკრაინა 10.9
აშშ 11.3 აზერბაიჯანი 9.1
უკრაინა 6.5 გერმანია 6.4

კანადა 5.4 რუსეთი 5.4

ბულგარეთი 3.9 აშშ 5.1
ჩინეთი 6.5

წყარო: საქსტატი

 
2010 წელს თურქეთიდან საქართველოში ხდებოდა მედიკამენტების, ცემენტის, ქაღალდის და 
ქაღალდის ნაწარმის, პლასტიკატების, აგროსასურსათო პროდუქციის და სხვ. საქონლის იმპორტი. 
სხვა ქვეყნებისაგან განსხვავებით, თურქეთთან იმპორტი გამოირჩეოდა მრავალფეროვნებით.
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აზერბაიჯანიდან საქართველოში იმპორტირებული იყო ძირითადად ნავთობი, ნავთობპროდუქ
ტები და გაზი, ხოლო საქართველო აზერბაიჯანში აწარმოებდა ავტომანქანების, ცემენტის, 
ცოცხალი საქონლის ექსპორტს.

უკრაინაში საქართველოს გაჰქონდა ალკოჰოლური სასმელები, ნატურალური ღვინო, მინერალური 
წყლები, ციტრუსები, ფერადი ლითონები. რუსეთის მიერ შემოღებული სავაჭრო ემბარგოს შემდეგ 
უკრაინაში მნიშვნელოვნად გაიზარდა მანამდე ტრადიციულად რუსეთის ბაზრებზე დანერგილი 
ქართული პროდუქტების: ალკოჰოლური სასმელების, ღვინისა და მინერალური წყლების, ასევე 
ციტრუსების ექსპორტი. უკრაინიდან ძირითადი საიმპორტო პროდუქციაა თამბაქო და თამბაქოს 
ნაწარმი, მზესუმზირის თესლი და ზეთი, საკონდიტრო ნაწარმი და სხვ.

საქართველოს სავაჭრო ბრუნვა განსაკუთრებით სწრაფად გაიზარდა აშშთან. 2005 წლიდან 
დღემდე აშშთან ვაჭრობის საშუალო ყოველწლიური ზრდა 20%ზე მეტს შეადგენს. დადებითია 
ის გარემოება, რომ აშშთან ვაჭრობისას ექსპორტის წილი გაცილებით სწრაფად იზრდება, 
ვიდრე იმპორტის, თუმცა ისიც უნდა აღინიშნოს, რომ დღეს 3400 დასახელების პროდუქციიდან, 
რომელიც 2001 წლიდან ამოქმედებული პრეფერენციული სისტემით (GSP) არის განსაზღვრული, 
საქართველო აშშში აწარმოებს მხოლოდ 9 დასახელების პროდუქციის ექსპორტს, მაგალითად, 
2009 წელს ეს პროდუქცია აშშში საქართველოს მთლიანი ექსპორტის 3% იყო. როგორც ჩანს, 
საქართველო სრულად ვერ იყენებს ვაჭრობის პოტენციალს. ამასთან, მისი საექსპორტო 
პროდუქცია ნაკლებად დივერსიფიცირებულია.

ბოლო წლებში ექსპორტიმპორტის წილი საგარეო ვაჭრობაში ევროკავშირის წევრ ქვეყნებთან 
მცირეოდენ შეიცვალა. 2000 წელთან შედარებით საქართველოსთან სავაჭრო ბრუნვაში მისი 
წილი შემცირდა, რაც განპირობებულია ევროკავშირის გაფართოების შედეგად ახალ წევრ 
ქვეყნებში არასატარიფო მოთხოვნების გაზრდით. 2010 წელს ევროკავშირთან სავაჭრო ბრუნვამ 
შეადგინა 25.9%, იმპორტმა – 28.2%, ხოლო ექსპორტმა – 18.7%. საქართველოს 10 ძირითადი 
სავაჭრო პარტნიორი ქვეყნიდან ევროკავშირის წევრები არიან: გერმანია, ბულგარეთი, იტალია 
და რუმინეთი. 

საქართველოს ძირითადი საექსპორტო პროდუქტები ევროკავშირში არის თხილი, ამონიუმის 
ნიტრატი, არაალკოჰოლური სასმელები, ღვინის ძმარი, იზოტოპები და ფერადი ლითონები. 2007 
წლიდან კი ხდება ისეთი პროდუქტების ექსპორტი, როგორიცაა მწვანილი, თაფლი და ევკალიპტის 
ფოთლები. 2005 წელს საქართველოს სავაჭრო ურთიერთობები ევროპელ პარტნიორებთან 
ახალ ფაზაში შევიდა და საქართველოს, მოლდოვის რესპუბლიკასთან ერთად, მიენიჭა GSP+.  
შესაბამისად, საქართველოს ექსპორტიორებს მიეცათ შესაძლებლობა 7200 სახეობის საქონლის 
ექსპორტისა ევროკავშირში საბაჟო გადასახადების გადახდის გარეშე.40 ამჟამად საქართველო 
აწარმოებს მოლაპარაკებებს აშშთან თავისუფალი ვაჭრობის შეთანხმების, ხოლო ევროკავშირთან 
– ღრმა და ყოვლისმომცველი თავისუფალი ვაჭრობის შეთანხმების გაფორმების თაობაზე.

დღეს საქართველო ვაჭრობს 132 ქვეყანასთან. სავაჭრო ბრუნვა დამოუკიდებელ სახელმწიფოთა 
თანამეგობრობის ქვეყნებთან შემცირდა და 2010 წელს შეადგინა 32.8%, მაშინ, როდესაც 2005 
წელს იგი შეადგენდა 42.7%ს. მსოფლიო სავაჭრო ორგანიზაციის წევრ ქვეყნებთან ექსპორტ
იმპორტის წილი საქართველოს საგარეო სავაჭრო ბრუნვაში ყველაზე მაღალია და სტაბილურად 
შეადგენს 60%ს.

საქართველო “ღია კარის” სავაჭრო პოლიტიკას ატარებს სავაჭრო პარტნიორებთან, რომელთა 
უმრავლესობა ახორციელებს პროტექციონისტულ პოლიტიკას სუბსიდირების და საბაჟო 
ბარიერების გამოყენებით გზით, რის შედეგადაც საქართველოში ადგილობრივ მწარმოებელთა 
კონკურენტუნარიანობა მცირდება. მაგალითად, 20002009 წლებში საქართველოში მარცვლეულის 

40 European Commission, DG Trade, Generalized System of Preferences (2010) retrieved from http://ec.europa.eu/trade/wider
agenda/development/generalisedsystemofpreferences/#_legislation on 23.07.2010
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იმპორტი გაიზარდა 4ჯერ, მაგრამ 20062009 წლებში ამ სექტორში დამატებული ღირებულება 
გაიზარდა მხოლოდ 38%ით. ამასთან, რიგ დარგებში იმპორტი ჩაენაცვლა ადგილობრივ 
პროდუქციას. ასევე, ადგილობრივი საფეიქრო მრეწველობის პროდუქცია, ფაქტობრივად, 
სრულად განიდევნა ადგილობრივი ბაზრიდან იმპორტირებული ნაწარმის მიერ. 

ამრიგად, საქართველოს ეკონომიკა ძირითადად ორიენტირებულია იმპორტზე. იმპორტის 
უპირატესი ზრდა სავაჭრო დეფიციტის ზრდის ერთერთი ძირითადი მიზეზთაგანია. მართალია, 
გაჩნდა ახალი საექსპორტო პროდუქტებიც, მაგრამ საქართველო საგარეო ვაჭრობაში 
წარმოდგენილია ტრადიციული პროდუქტებით და ქართული წარმოების საექსპორტო 
შესაძლებლობები კვლავინდებურად ჩამორჩება მის პოტენციურ შესაძლებლობებს. ეს 
მნიშვნელოვნად ზრდის საქართველოს ეკონომიკის დამოკიდებულებას გარესამყაროზე. 

3.9. საბიუჯეტო სფეროს ტენდენციები 2004-2010 წლებში

საქართველოში 2004 წლის შემდგომ სოციალურეკონომიკური ცვლილებების ანალიზისათვის 
მნიშვნელოვანია ფისკალურ პოლიტიკაში მიმდინარე პროცესების შესწავლა. ქვემდებარე 
თავი წარმოადგენს ბიუჯეტის შემოსავლებისა და მისი სტრუქტურის, ხარჯების, დეფიციტის, 
საგარეო ინექციების ანალიზსა და მათ მიმართებას ქვეყნის ეკონომიკასთან. 2004 წელს 
წინ უძღოდა მრავალწლიანი უარყოფითი ტენდენციები ქვეყნის საბიუჯეტო სისტემაში. ეს, 
ძირითადად, გამოწვეული იყო ბიუჯეტის შემოსავლით ნაწილში გათვალისწინებული შემოსავლის 
პროგნოზების ქრონიკული შეუსრულებლობით საგადასახადო ადმინისტრირებასა და სხვა 
ფისკალურ საქმიანობაზე პასუხისმგებელი ორგანოების მიერ, რაც, შესაბამისად, იწვევდა 
საბიუჯეტო ხარჯვითი ვალდებულებების შეუსრულებლობას, დავალიანებების წარმოქმნას, 
ბიუჯეტის სეკვესტრის აუცილებლობას. მთლიანობაში, ფაქტობრივად, მოშლილი იყო ფისკალური 
დისციპლინა და 2003 წლის “ვარდების რევოლუციის” ერთერთ ძირითად მიზეზად და საფუძვლად 
სახელმწიფო ადმინისტრაციული ორგანოების, მათ შორის, საბიუჯეტო სფეროში ჩამოყალიბებული 
კატასტროფული ვითარებაც შეიძლება იყოს განხილული.

2004 წელს საქართველოს პარლამენტის მიერ დამტკიცებულ ბიუჯეტში სამჯერ შევიდა 
ცვლილებები, რაც გამოწვეული იყო დაგეგმილ საპროგნოზო შემოსავლებზე ბიუჯეტის 
შემოსავლების ფაქტობრივი მობილიზაციის გადაჭარბებით. შესაბამისად, შედიოდა ცვლილებები 
სხვა დონის ბიუჯეტებშიც. 

ცხრილი13: სახელმწიფო ბიუჯეტის დამტკიცებული და ფაქტობრივი შესრულების მაჩვენებლები

 2004 2005 2006 2007 2008 2009 2010

თავდაპირველად 
დამტკიცებული სახელმწიფო 
ბიუჯეტით დაგეგმილი 
შემოსავლები (2008 
წლიდან შემოსავლების და 
არაფინანსური აქტივების 
კლების ჯამი) (ათასი ლარი) 1,424,447 1,945,875 3,068,622 3,712,294 5,467,507 5,588,461 5,398,176

დამტკიცებული ბიუჯეტის 
ბოლო ვარიანტით 
დაგეგმილი შემოსავლები 
(2008 წლიდან შემოსავლების 
და არაფინანსური აქტივების 
კლების ჯამი) (ათასი ლარი) 1,742,289 2,497,683 3,601,368 5,104,334. 6,008,611 5,113,645 5,513,552
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პროცენტული სხვაობა 
დაგეგმილ შემოსავლებში 
თავდაპირველად 
დამტკიცებულ ბიუჯეტსა 
და ბიუჯეტის საბოლოოდ 
დამტკიცებულ ვარიანტს 
შორის (პროცენტი) 22.31 28.36 17.36 37.50 9.90 8.50 2.14

ფაქტობრივად 
მობილიზებული 
შემოსავლები (2008 
წლიდან შემოსავლების და 
არაფინანსური აქტივების 
კლების ჯამი) (ათასი ლარი) 1,773,730 2,607.90 3,773 5,158. 6,086,452 5,077,302 5,568,249

თავდაპირველად 
დამტკიცებული სახელმწიფო 
ბიუჯეტით დაგეგმილი 
ხარჯები (2008 წლიდან 
ხარჯების და არაფინანსური 
აქტივების ზრდის ჯამი) 
(ათასი ლარი) 1,731,577 2,260,694 3,285,417 4,077,817 5,467,232 6,248,648 6,473,355

დამტკიცებული ბიუჯეტის 
ბოლო ვარიანტით 
დაგეგმილი ხარჯები (2008 
წლიდან ხარჯების და 
არაფინანსური აქტივების 
ზრდის ჯამი) (ათასი ლარი) 1,926,355 2,842,073 3,878,542.00 5,469,861.00 6,559,206.90 6,412,993.20 6,572,996.60

ფაქტობრივად გაწეული 
ხარჯები (2008 წლიდან 
ხარჯების და არაფინანსური 
აქტივების ზრდის ჯამი) 
(ათასი ლარი) 1,930,210 2 618 557 3 822 512.6 5 237 131.1 6,448,085.30 6,274,268.40 6,486,731.80

თავდაპირველად 
დამტკიცებული სახელმწიფო 
ბიუჯეტით დაგეგმილი 
ბიუჯეტის დეფიციტი (2008 
წლიდან მთლიანი სალდო) 
(ათასი ლარი) 307,130 314,910 216,795.00 365,523.00 275.00 660,187.00 1,075,178.40

დამტკიცებული ბიუჯეტის 
ბოლო ვარიანტით 
დაგეგმილი ბიუჯეტის 
დეფიციტი (2008 წლიდან 
მთლიანი სალდო) (ათასი 
ლარი) 184,066 344,390 277,174.00 365,526.70  550,595.7 1,299,347.80 243,949.20

ფაქტობრივი დეფიციტის 
დაფინანსება (ათასი ლარი) 211,738 98,962 48,454.80 78,124.10 361,632.70

 
1,196,966.00 918.60

ახალი მეთოდოლოგიით 
(ამოქმედდა 2008 წლის 
1 იანვარს) დეფიციტი/
პროფიციტი (დადებითი 
ან უარყოფითი მთლიანი 
სალდო) (ათასი ლარი) 52.600 177.200 345.200,00 129.600,00 361.700,00 1,197.000,00 918.600,00

2004 წლის შემდგომ ყოველწლიურად ადგილი ჰქონდა რამდენჯერმე დამტკიცებულ საბიუჯეტო 
კანონში ცვლილებების შეტანას იმ განსხვავებით, რომ თუ 2004 წლამდე ეს ცვლილებები ძირითადად 
ითვალისწინებდა ბიუჯეტის შემოსავლითი და ხარჯვითი ნაწილის სეკვესტრსა და შემცირებას, 
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2004 წლიდან ყოველი ასეთი ცვლილება შემოსავლებისა და საბიუჯეტო გადასახდელების გეგმას 
ზრდიდა. მაგალითისთვის, 2004 წელს თავდაპირველად დამტკიცებულ ბიუჯეტებთან შედარებით, 
წლიური ბიუჯეტის ბოლო ვარიანტში სახელმწიფო ბიუჯეტში შემოსავლების პროგნოზი გაიზარდა 
22.3%ით, 2005 წელს – 28.4%ით, 2006 წელს – 17.4%ით, 2007 წელს – 37.5%ით, 2008 წელს 
– 9.9%ით, 2009 წელს მოხდა შემცირება 8.5%ით, 2010 წელს კი აღდგა ტენდენცია და კვლავ 
მოხდა მცირე ზრდა – 2.8%ით. შემოსავლების ფაქტობრივი მობილიზება კიდევ უფრო მეტი 
იყო ყოველწლიურად, ვიდრე დაიგეგმა დამტკიცებული ბიუჯეტების საბოლოო ვარიანტებში. 
ჩამოყალიბებული ტრადიცია, როდესაც დამტკიცებულ ბიუჯეტში წლის განმავლობაში 
რამდენჯერმე შედის ცვლილება და საბოლოოდ ბიუჯეტის მოცულობა მკვეთრად განსხვავდება 
თავდაპირველი ვარიანტისაგან, მიუთითებს გარკვეულ მახასიათებლებზე. ერთი მხრივ, ეს 
უკავშირდება ბიუჯეტის დაგეგმვის და პროგნოზირების პრობლემას, მეორე მხრივ – ბიუჯეტში 
შემოსავლების სულ უფრო მზარდ მობილიზაციას. აღსანიშნავია, რომ სახელმწიფო ბიუჯეტის 
შემოსავლითი ნაწილის ზრდა 20042006 წლებში ნახტომისებურად მოხდა და შემდგომაც 
გააგრძელა მზარდი ტენდენცია, გარდა 2009 წლის ჩავარდნისა. მაგალითისთვის, 2004 წელს 
სახელმწიფო ბიუჯეტში მობილიზებული შემოსავლები შეადგენდა 1,773,730.90 ათას ლარს, ხოლო 
2010 წლისთვის მან მიაღწია 5,568,249.90 ათას ლარს, ანუ გასამმაგდა.

საინტერესო სურათია სახელმწიფო ბიუჯეტის დეფიციტთან დაკავშირებითაც. 2008 წლის 1 
იანვრამდე და მის შემდგომ ბიუჯეტის ფორმატი და სტრუქტურა არსებითად განსხვავდებოდა. 
ძველი მეთოდოლოგიით, 20042007 წლებში დამტკიცებული ბიუჯეტის საბოლოო ვარიანტით 
გათვალისწინებული იყო დეფიციტები: 2004 წელს – (184,066.50) ათასი ლარი, 2005 წელს – 
(344,390.00) ათასი ლარი, 2006 წელს – (277,174.00) ათასი ლარი და 2007 წელს – (365,526.70) 
ათასი ლარი. ფაქტობრივი დეფიციტი ამ წლებში შესაბამისად შეადგენდა: 2004 – 211,738.00 ათასი 
ლარი, 2005 – 98,962.60 ათასი ლარი, 2006 – 48,454.80 ათასი ლარი, 2007 – 78,124.10 ათასი ლარი. 
2008 წლის 1 იანვრიდან შემოვიდა ბიუჯეტის დეფიციტის დაანგარიშების ახალი მეთოდოლოგია. 
დეფიციტი გამოხატულია ბიუჯეტის მთლიან სალდოში, რომლის მიხედვითაც 20082010 წლებში 
დამტკიცებული ბიუჯეტის შესაბამისად, დაგეგმილი იყო უარყოფითი მთლიანი სალდოები: 2008 
წელი – 550,595.7ათასი ლარი, 2009 წელი – 1,299,347.80 ათასი ლარი, 2010 წელი –  243,949.20 
ათასი ლარი. საყურადღებოა, რომ ახალი მეთოდოლოგიის შესაბამისად, პოსტ ფაქტუმ შეიცვალა 
20042007 წლების ბიუჯეტებთან დაკავშირებული მაჩვენებლები. ანუ მიუხედავად იმისა, რომ 
20042007 წლებში, როგორც დამტკიცებულ ბიუჯეტებში, ისე ფაქტობრივად დეფიციტის 
დაფინანსების წყაროებში სახელმწიფო ბიუჯეტი წარმოადგენდა დეფიციტურს, ახალი 
მეთოდოლოგიით, მთლიანი სალდო ამ პერიოდში გახდა დადებითი: შესაბამისად, 2004 წელს – 
52.600,00 ათასი ლარი, 2005 წელს – 177.200,00 ათასი ლარი, 2006 წელს – 345.200,00 ათასი ლარი, 
2007 წელს – 129.600,00 ათასი ლარი. მიუხედავად იმისა,რომ 20042007 წლების ბიუჯეტები ახალი 
მეთოდოლოგიით პროფიციტულად იქნა გადათარგმნილი, ეკონომიკური თვალსაზრისით, ის თავისი 
არსით წარმოადგენს დეფიციტურს, შესაბამისი დეფიციტის დაფინანსების წყაროებით. 2008
2010 წლების ბიუჯეტები კი ორივე მეთოდოლოგიით დეფიციტურს წარმოადგენს. შესაბამისად, 
20042010 წლების ყველა ბიუჯეტი დეფიციტური იყო. ამასთან, 2009 და 2010 წლებში დეფიციტი 
მკვეთრად მაღალი იყო, შესაბამისად, (1,196,966.00) ათასი ლარი და (918.600,00) ათასი ლარი, 
რაც ბიუჯეტის ფაქტობრივი ხარჯების მიმართ შეადგენს, შესაბამისად, 19.08%ს და 14.16%ს. 
გასათვალისწინებელია, რომ წინა წლებში, გარდა 2004 წლისა, როდესაც ბიუჯეტის დეფიციტი 
ფაქტობრივი ხარჯების მიმართ 11%ს შეადგენდა, ორნიშნა პროცენტი არ დაფიქსირებულა. ასევე 
მაღალია ბიუჯეტის დეფიციტის შეფარდება ნომინალურ მშპთან, განსაკუთრებით 20092010 
წლებში, როდესაც მაჩვენებლები შესაბამისად იყო 6.7% და 4.5%.

საჯარო ფინანსებთან მიმართებაში მთლიანი სურათის ანალიზისთვის მიზანშეწონილია, 
შევაფასოთ ნაერთი ბიუჯეტის (სახელმწიფო, ადგილობრივი და ავტ. რესპუბლიკების ბიუჯეტების 
ერთობლიობა) ძირითადი მაჩვენებლები და დინამიკა. 
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ცხრილი14: საქართველოს ნაერთი ბიუჯეტი, საგადასახადო შემოსავლები და მისი მიმართება 
მშპ-თან.

 2002 2003 2004 2005 2006 2007 2008 2009 2010*

მშპ საბაზრო ფასებში 
(ათასი ლარი) 7,456.0 8,564.1 9,824.3 11,620.9 13,789.9 16,993.8 19,074.9 17,986.0 20,791.3

ნაერთი ბიუჯეტის 
შემოსავლები (ათასი ლარი) 1,144 1,345 2,267 2,829 3,850 4,973 5,854 5,265 5,866

შემოსავლების ცვლილება 
წინა წელთან მიმართებაში 
(პროცენტი)  18 69 25 36 29 18 -10 11

ნაერთი ბიუჯეტის 
შემოსავლების 
წილი მშპთან (პროცენტი) 15 16 23 24 28 29 31 29 28

ნაერთი ბიუჯეტის ხარჯების  
წილი მშპთან (პროცენტი) 1,114 1,261 1,836 2,426 2,979 4,379 5,411 5,397 5,480

ხარჯების ცვლილება წინა 
წელთან მიმართებაში 
(პროცენტი)  13 46 32 23 47 24 0 2

ნაერთი ბიუჯეტის ხარჯები 
წილი მშპში (პროცენტი) 15 15 19 21 22 26 28 30 26

ნაერთი ბიუჯეტის 
საგადასახადო შემოსავლები 
(ათასი ლარი) 924 1,006 1,530 1,983 2,647 3,669 4,753 4,389 4,868

საგადასახადო 
შემოსავლების ცვლილება 
წინა წელთან მიმართებაში 
(პროცენტი)  9 52 30 33 39 30 -8 11

საგადასახადო შემოსავლის 
წილი მშპთან (პროცენტი) 12 12 16 17 19 22 25 24 23

2004 წელს, წინა წელთან შედარებით ნაერთი ბიუჯეტის ფაქტობრივმა შემოსავლებმა მკვეთრი, 
63%იანი ზრდა განიცადა. ნაერთი ბიუჯეტის შემოსავლები შემდგომაც იზრდებოდა საკმაოდ 
მაღალი ტემპებით: 2005 წელს – 25%ით, 2006 წელს – 36%ით, 2007 წელს – 29%ით, 2008 წელს 
–  18%ით, 2009 წელს შემცირდა წინა წელთან შედარებით 10%ით, თუმცა 2010 წელს კვლავ  
11%ით გაიზარდა წინა წელთან შედარებით. კიდევ უფრო მზარდი იყო საგადასახადო შემოსავლების 
ზრდის დინამიკა: 2004 წელს წინა წელთან შედარებით 52%ით გაიზარდა, 2005 წელს – 30%ით, 
2006 წელს – 33%ით, 2007 წელს – 39%ით და 2008 წელს – 30%ით. 2009 წელს საგადასახადო 
შემოსავლებშიც 8%იანი ვარდნა დაფიქსირდა, ხოლო 2010 წელს კვლავ გაიზარდა 11% ით. 

ნომინალური მშპს საკმაოდ სწრაფი ტემპებით ზრდის ფონზე, ნაერთი ბიუჯეტის როგორც 
მთლიანი შემოსავლები, ისე საგადასახადო შემოსავლები იზრდებოდა არა მარტო აბსოლუტურ 
მაჩვენებლებში, არამედ პროცენტულადაც მშპს მიმართ. ნაერთი ბიუჯეტის მთლიანი 
შემოსავლების წილი მშპთან მიმართებაში 2004 წელს წინა წელთან შედარებით მკვეთრად – 7%
ით გაიზარდა, კერძოდ,16%დან 23%მდე. შემდგომ ზრდის ტენდენცია შენარჩუნებული იქნა 2008 
წლის ჩათვლით და მიაღწია 31%ს. 20092010 წელს კი ოდნავ შემცირდა, შესაბამისად, 29%მდე 
და 28%მდე. ნაერთი ბიუჯეტის საგადასახადო შემოსავლებიც მშპთან მიმართებაში 2004 წელს 
წინა წელთან შედარებით გაიზარდა 4%ით, ანუ 12%დან 16%მდე, შემდგომაც განაგრძო ზრდის 
ტენდენცია 2008 წლის ჩათვლით 25%მდე, ოდნავ მოიკლო 20092010 წლებში, შესაბამისად, 24% 
და 23%მდე. 



დამოუკიდებლობის 20 წელი

შუალედური ანგარიში           79

ნაერთი ბიუჯეტის შემოსავლების მზარდი დინამიკა აისახა საბიუჯეტო ხარჯებზეც. კერძოდ, 
2004 წელს წინა წელთან მიმართებაში მშპს წილში საბიუჯეტო ხარჯები 15%დან 19%მდე 
გაიზარდა. მზარდი ტენდენცია იყო კრიზისული 2009 წლის ჩათვლითაც და ამ წელს 30%ს 
მიაღწია, მიუხედავად იმისა, რომ ამავდროულად სხვა ეკონომიკურ პარამეტრებში, მათ შორის 
საბიუჯეტო შემოსავლების მობილიზებაში მკვეთრი დაცემა იყო და დეფიციტიც გაიზარდა. 2010 
წელს მშპთან მიმართებაში ნაერთი ბიუჯეტის ხარჯების წილი შემცირდა 26%მდე.

ცხრილი15: სოციალური ხარჯები ნაერთ ბიუჯეტში

2002 2003 2004 2005 2006 2007 2008 2009 2010

სოციალური 
უზრუნველყოფის 
ხარჯები ნაერთი 
ბიუჯეტიდან (ათასი 
ლარი) 314,800 378,700 547,600 558,100 661,400 933,700 1,347,400 1,505,900 1,623,600

სოციალური 
უზრუნველყოფის 
ხარჯების ცვლილება 
წინა წელთან 
მიმართებაში 
ნაერთი ბიუჯეტიდან 
(პროცენტი)   20.30 44.60 1.92 18.51 41.17 44.31 11.76 7.82

ნაერთ ბიუჯეტში 
სოციალური 
უზრუნველყოფის 
ხარჯების წილი 
(პროცენტი)   30.0 29.8 23.0 22.2 21.3 24.9 27.9 29.6

ნაერთ ბიუჯეტში 
სოციალური  
უზრუნველყოფის 
ხარჯები მშპ
თან მიმართებაში 
(პროცენტი)   4.4 5.6 4.8 4.8 5.5 7.1 8.4 7.8

2004 წელს წინა წელთან შედარებით სოციალური უზრუნველყოფის ხარჯები გაიზარდა 44.6%ით, 
ანუ 378,700 ათასი ლარიდან 547,600 ათას ლარამდე. 2005 წელს ზრდა წინა წელთან შედარებით 
ნაკლები იყო და – 1.9% შეადგინა. 20062008 წლებში სოციალური უზრუნველყოფის ხარჯების 
საკმაოდ მაღალი ზრდა დაფიქსირდა, შესაბამისად, 18.5%, 41.17% და 44.3%ით. 20092010 
წლებში სოციალური უზრუნველყოფის ხარჯების ზრდის ტემპმა იკლო, შესაბამისად, 11.8%დან 
7.8%მდე. 

20042007 წლებში ნაერთი ბიუჯეტის მთლიან ხარჯებთან მიმართებაში სოციალური 
უზრუნველყოფის ხარჯების წილი მცირდებოდა, შესაბამისად, 30%დან 21.3%მდე. 20082010 
წლებში კი აღნიშნული წილის ზრდის ტენდენცია დაფიქსირდა და, შესაბამისად, შეადგინა 24.9%, 
27.9% და 29.6%.

მშპთან მიმართებაში სოციალური უზრუნველყოფის ხარჯებთან დაკავშირებით შესაძლებელია 
გამოიყოს ორი ეტაპი: 20042007 წლები, როდესაც ეს წილი შეადგენდა, შესაბამისად, 5.6%, 4.8%, 
4.8% და 5.5%ს და 20082010 წლები, როდესაც მშპთან მიმართებაში სოციალური ხარჯები 
გაიზარდა, შესაბამისად, 7.1%, 8.4% და 7.8%მდე. 

მნიშვნელოვანია ამ პერიოდში საქართველოს სახელმწიფო ბიუჯეტის ფუნქციური სტრუქტურაც. 



საქართველოს ეკონომიკური ტრანსფორმაცია

80             შუალედური ანგარიში

ამ მხრივ, საკუთრივ ფუნქციურ კლასიფიკაციაში გარკვეული ცვლილებები მოხდა. შესაბამისად, 
გასათვალისწინებელია 2007 წლამდე და 20072010 წლების პერიოდების ხარჯების განხილვისას. 

ცხრილი 16: სახელმწიფო ბიუჯეტის გადასახდელების განაწილება ფუნქციური ნიშნით  
(20032006 წლები)

 
2003  

(ათასი ლარი)
წილი 
(%)

2004  
(ათასი ლარი)

წილი 
(%)

2005  
(ათასი ლარი)

წილი 
(%)

2006  
(ათასი ლარი)

წილი 
(%)

საერთო დანიშნულების  
სახელმწიფო 
მომსახურება 272,914.40 22.61 301,711.05 15.63 264,037.00 10.08 397,283.30 10.39

თ ა ვ დ ა ც ვ ა 60,391.80 5.00 158,749.04 8.22 389,292.60 14.87 720,147.90 18.84

საზოგადოებრივი 
წესრიგი და უშიშროება 107,604.50 8.91 237,432.90 12.30 267,563.90 10.22 369,005.70 9.65

გ ა ნ ა თ ლ ე ბ ა 40,994.30 3.40 65,291.96 3.38 77,694.30 2.97 348,397.80 9.11

ჯ ა ნ მ რ თ ე ლ ო ბ ი ს  
დ ა ც ვ ა 57,939.00 4.80 147,362.30 7.63 165,259.90 6.31 205,459.90 5.37

სოციალური დაზღვევა 
და სოციალური 
უზრუნველყოფა 240,196.10 19.90 364,257.66 18.87 529,081.30 20.21 622,664.70 16.29

საბინაო-კომუნალური 
მეურნეობა 3,137.20 0.26 2,792.96 0.14 0.00 0.00 0.00 0.00

საქმიანობა კულტურის,  
სპორტისა და რელიგიის 
სფეროში 25,007.20 2.07 39,212.49 2.03 41,720.00 1.59 71,935.50 1.88

სათბობ-ენერგეტიკული 
კომპლექსი 36,767.30 3.05 78,386.23 4.06 230,349.10 8.80 242,712.30 6.35

სოფლის მეურნეობა, 
სატყეო მეურნეობა,  
მეთევზეობა და 
მონადირეობა 14,730.70 1.22 29,177.36 1.51 48,413.40 1.85 71,322.80 1.87

სამთომომპოვებელი 
მრეწველობა და  
სასარგებლო 
წიაღისეული სათბობის 
გარეშე; 
გადამამუშავებელი 
მრეწველობა; 
მშენებლობა 748.8 0.06 1,526.36 0.08 855.20 0.03 110.60 0.00

ტრანსპორტი და 
კავშირგაბმულობა 48,027.50 3.98 67,416.80 3.49 125,896.10 4.81 181,243.00 4.74

გარემოსა და ბუნებრივი 
რესურსების დაცვა, 
ეკონომიკურ 
საქმიანობასთან 
დაკავშირებული სხვა 
საქმიანობა 2,532.60 0.21 4,798.56 0.25 17,553.00 0.67 19,626.90 0.51

ხარჯები, რომლებიც არ 
განეკუთვნება 
ძირითად 
განყოფილებებს 296,081.50 24.53 432,094.64 22.39 460,841.10 17.60 572,602.20 14.98
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სულ სახელმწიფო 
ბიუჯეტის 
გადასახდელები და 
ხარჯები 1,207,073.10 100.00 1,930,210.31 100.00 2,618,557.00 100.00 3,822,512.60 100.00

“ვარდების რევოლუციის” შემდგომ, 2004 წელს, წინა წელთან შედარებით ყველაზე მეტად 
გაიზარდა თავდაცვის ხარჯები – 60,391.80 ათასი ლარიდან 158,749.04 ათას ლარამდე, რაც 
თითქმის სამმაგი ზრდაა ნომინალურ გამოხატულებაში. თავდაცვის სფეროს წილმა 2004 წელს 
შეადგინა ბიუჯეტის მთლიანი ხარჯების 8.2%, როცა წინა წელს 5%ს შეადგენდა. შემდგომ 
წლებში კვლავ იზრდებოდა თავდაცვის ხარჯების წილი – 2005 წელს 145%ით გაიზარდა წინა 
წელთან შედარებით და მთლიანი ხარჯების 14.87% შეადგინა, 2006 წელს კი კვლავ გაორმაგდა 
წინა წელთან შედარებით და მთლიანი ხარჯების 18.8% შეადგინა. 

ცხრილი 17: სახელმწიფო ბიუჯეტის გადასახდელები ფუნქციური ნიშნით (20072010 წლები) 

 

2007 
(ათასი 
ლარი)

წილი  
(%)

2008 
(ათასი 
ლარი)

წილი 
(%)

2009 
(ათასი 
ლარი)

წილი 
(%)

2010 
(ათასი 
ლარი)

წილი  
(%)

საერთო დანიშნულების 
სახელმწიფო მომსახურება 761,988.80 14.55 1,363,102.10 21.14 1,576,993.20 25.13 1,736,326.30 26.8

თავდაცვა 1,500,303.50 28.65 1,548,412.20 24.01 867,667.40 13.83 667,341.90 10.3

საზოგადოებრივი წესრიგი და 
უსაფრთხოება 684,454.50 13.07 983,461.30 15.25 853,143.30 13.60 829,063.70 12.8

ეკონომიკური საქმიანობა 764,212.00 14.59 571,513.50 8.86 767,348.90 12.23 828,468.40 12.8

გარემოს დაცვა 25,804.60 0.49 21,661.50 0.34 28,693.90 0.46 20,242.20 0.3

საბინაო-კომუნალური 
მეურნეობა 3,906.30 0.07 47,088.50 0.73 2,286.10 0.04 23,833.30 0.4

ჯანმრთელობის დაცვა 240,650.50 4.60 283,853.60 4.40 331,612.30 5.29 414,821.30 6.4

დასვენება, კულტურა და 
რელიგია 94,241.50 1.80 102,106.30 1.58 137,359.70 2.19 137,936.50 2.1

განათლება 384,001.50 7.33 420,504.60 6.52 459,589.80 7.32 542,128.30 8.4

სოციალური დაცვა 777,567.90 14.85 1,106,381.80 17.16 1,249,573.70 19.92 1,286,570.00 19.8

მთლიანი ხარჯები 5,237,131.10 100.00 6,448,085.30 100.00 6,274,268.40 100.00 6,486,731.80 100.0

თავდაცვის ხარჯების ზრდა შემდგომ წლებშიც გაიზარდა და, შესაბამისად, 2007 წელს შეადგინა 
მთლიანი ხარჯების 28.65%, 2008 წელს კი – 24%, მხოლოდ 2009 და 2010 წელს დაიწყო თავდაცვის 
ხარჯებმა შემცირება, კერძოდ, 2009 წელს თითქმის განახევრდა წინა წელთან შედარებით და 
მთლიანი ხარჯების 13.8% შეადგინა, ხოლო 2010 წელს კიდევ უფრო შემცირდა და 10.3% შეადგინა.

ასეთივე მკვეთრი ზრდის დინამიკა დაფიქსირდა საბიუჯეტო ხარჯების სხვა მიმართულებით, 
კერძოდ, “საზოგადოებრივი წესრიგისა და უშიშროების” სფეროში, რომელიც 2004 წელს წინა 
წელთან შედარებით გაორმაგდა და ბიუჯეტის მთლიანი ხარჯების 12.3% შეადგინა. შემდგომაც 
გაგრძელდა მკვეთრი ზრდის ტენდენცია 2008 წლის ჩათვლით, როდესაც ამ სფეროში ხარჯებმა 
983,461.30 ათასი ლარი და ბიუჯეტის ხარჯების 15% შეადგინა, მაშინ, როდესაც 2004 წელს 
აბსოლუტურ გამოხატულებაში 237,432.90 ათასი ლარი იყო. 20092010 წლებში ოდნავ შემცირდა 
ამ მუხლით გაწეული დანახარჯები და, შესაბამისად, მთლიანი ხარჯების 13.8% (853,143.30 ათასი 
ლარი) და 10,3% (829,063.70 ათასი ლარი) შეადგინა.
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ასეთივე მკვეთრი ზრდა ფიქსირდება “ტრანსპორტის და კავშირგაბმულობის” სფეროში, რომელიც 
20042005 წლებში გაორმაგდა წინა წლებთან შედარებით, 2006 წელს კი 44%ით გაიზარდა. 
2007 წლიდან ბიუჯეტის ახალი კლასიფიკატორის მიხედვით, ეს მუხლი შევიდა ეკონომიკურ 
საქმიანობაში, რომელიც ძირითადად მოიცავს საგზაო ინფრასტრუქტურის მშენებლობა
რეაბილიტაციას. “ვარდების რევოლუციის” შემდგომ პერიოდში ამ სფეროში დანახარჯები 
ბიუჯეტის მთლიანი დანახარჯების საშუალოდ 45%ის ფარგლებში მერყეობს. 

სოფლის მეურნეობაზე გაწეული დანახარჯების მიხედვით აბსოლუტურ მაჩვენებლებში მცირედით 
ზრდის ტენდენცია ფიქსირდებოდა, თუმცა ეს მუხლი ბიუჯეტის საერთო დანახარჯების მხოლოდ 
2%ის ფარგლებში რჩებოდა ყოველწლიურად. ამასთან, ეს სფეროც 2007 წლიდან “ეკონომიკური 
საქმიანობის” მუხლში იქნა ინტეგრირებული.



დამოუკიდებლობის 20 წელი

შუალედური ანგარიში           83

4. ეკონომიკის დარგების განვითარება

4.1.სოფლის მეურნეობა

სოფლის მეურნეობა ყოველთვის იყო საქართველოს ეკონომიკის ერთიერთი ძირითადი დარგი. 
1990იანი წლებიდან სოფლის მეურნეობის წილი მშპში ყოველწლიურად მცირდებოდა და თუ 1996 
წელს ის შეადგენდა მშპს 33%ს, 2010 წლისათვის მისი წილი 7.3%მდე შემცირდა. 19902009 წელს 
მთლიანი სასოფლო გამომუშავება, რომელიც, ძირითადად, შედგებოდა ისეთი პროდუქტებისგან, 
როგორებიცაა ხორბალი, თამბაქო, ბოსტნეული, ხილი, ყურძენი და ჩაი, მნიშვნელოვნად 
შემცირდა. 2010 წელს 2003 წელთან შედარებით სასოფლოსამეურნეო წარმოების ინდექსი 
მეხუთედით შემცირდა. 20032010 წლებში განახევრდა ერთწლოვანი კულტურების ნათესი 
ფართობები. მათ შორის: 60%ით შემცირდა ხორბლის, 50%ით – სიმინდის, კარტოფილის და 
ბოსტნეულის, 80%მდე – ბაღჩეულისა და ცხოველთა საკვები კულტურების ნათესი ფართობები, 
კარტოფილის მოსავალი თითქმის განახევრდა, სიმინდის შემცირდა 70%ით, ბოსტნეულისა 
და ბაღჩეულის – 60%ით, ხორბლისა და საკვები კულტურების – 80%ით, ხილის და ყურძნის 
მოსავალი განახევრდა. 2010 წელს 2003 წელთან შედარებით 10%ით შემცირდა ცხვრისა და თხის, 
16%ით – მსხვილფეხა რქოსანი პირუტყვის, 77%ით – ღორის, 30%ით – ფრინველის სულადობა, 
48%ით ნაკლები ხორცი და 23%ით ნაკლები რძე იქნა წარმოებული. აგრარულ სექტორში არ 
იზრდება მოსავლიანობა, ხოლო ზოგიერთი კულტურის შემთხვევაში ადგილი აქვს მოსავლიანობის 
მაჩვენებლის მნიშვნელოვან კლებას; 

კონკურენტუნარიანობის და მწარმოებლურობის დაბალი დონე სოფლის მეურნეობაში. 
აგროსასურსათო სექტორში არსებული პრობლემების გამო, მაღალ საწარმოო დანახარჯებთან 
შედარებით უფრო დაბალი საბაზრო ფასები განაპირობებს ადგილობრივ ბაზარზე სამამულო 
წარმოების პროდუქციის ნაკლებკონკურენტუნარიანობას იმპორტულ პროდუქციასთან 
შედარებით. გასათვალისწინებელია ის გარემოებაც, რომ იმპორტიორ ქვეყნებში ადგილი აქვს 
აგრარული სექტორის ფართომასშტაბიან პირდაპირ და არაპირდაპირ სუბსიდირებას, რაც კიდევ 
უფრო ამცირებს ადგილობრივი მწარმოებლების კონკურენტუნარიანობას. 20032010 წლებში 
აგროსასურსათო პროდუქციის იმპორტი თითქმის 5ჯერ გაიზარდა, ხოლო ექსპორტი – მხოლოდ 
ორჯერ. უარყოფითი სავაჭრო ბალანსი 15ჯერ გაიზარდა.

დიაგრამა 16: საგარეო ვაჭრობა აგროპროდუქციით (მლნ აშშ დოლარი)
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CHAPTER 2

Fighting Corruption

Abstract This chapter describes the measures taken in Georgia after
the 2004 to fight corruption, eradicate the shadow economy, and
promote economic growth. Examples of such measures include better
pay for public officials, performance rewards, deregulation, simplifica-
tion of regulation, and investments in checks and balances. Based on
his experience leading successful anti-corruption reforms, the author
challenges the widespread belief that corruption is innate in societies
and provides both concrete examples of creative corruption-prevention
approaches, such as mystery shopping, and evidence of the impact of
his reforms in Georgia, such as the country’s performance in Transparency
International’s Corruption Perception Index and the Global Corruption
Barometer.

Keywords Urgency � Administration � Meritocracy � Bureaucrats � Laffer
curve � Procurement � Electronic � Transparent � Tender � Auction

When the new government was approved in the winter of 2004, Georgia
was falling apart economically. GDP per capita was at the level of third-
world countries like Togo or Malawi. Almost half the population was
either unemployed or earning only a few dollars a month. But more
importantly, the country was running dramatically low on trust. If we
wanted to save Georgia, we would have to make the government and its
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agents accountable for their actions. Public officials would have to start
playing by the rules, and those who didn’t would have to be brought to
justice. We wanted Georgians to trust their leaders, and foreign investors
to trust the Georgian economy as a whole. Fighting corruption was the
key to both of these goals.

2.1 DON’T WASTE A CRISIS

I refuse to believe that corruption is innate in any person or society.
Corruption results from poor choices, and it is the main obstacle for any
country to grow. Some countries may grow despite high levels of corrup-
tion, usually fueled by natural resources. But such growth is not sustain-
able, and it doesn’t create a middle class capable of serving as the
backbone of a stable society, unless substantial reforms are conducted
in time.

Until 2004, Georgia had been in the hands of leaders who accepted
corruption as a lesser evil. But in 2003, the Rose Revolution changed the
game. The crisis engendered an unprecedented willingness to change, as
well as a sense of urgency shared by everyone. The vast majority of the
population was fed up with being cheated out of their own country by the
ruling elite and its accomplices. An approval rate of 80 percent for the new
government and its reform program gave us a clear mandate to clean up
the country. This mandate cut across all levels of society and all political
parties, and we were determined not to let this rare opportunity go to
waste. And while Georgia today is far from flawless, few would deny that it
is in an infinitely better place than Georgia in 2003. Paradoxically, it was
the crisis that helped us do it. Without the crisis, we would never have
been able to turn things around in Georgia. When I look back now, I see
the crisis as a blessing in disguise, despite all the hardship that it brought
about.

The reforms we implemented to fight corruption in Georgia produced
fast results. In a 2003 survey conducted by Transparency International,
more than two-thirds of the respondents (67 percent) had said they
expected the level of corruption to increase, or stay at the same level,
within the next three years. Only one year later, that figure was down to 11
percent. The vast majority of the population had obviously regained trust
in the government’s ability to return the country to a state of compliance
and accountability. In 2007, independent observers recognized that the
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post-revolution government had “done better than any [of its] predeces-
sors at battling corruption” (NYT 2007).1

While many of the changes the government made were specific to the
situation in Georgia at the time, our fight against corruption rested on
three pillars that I consider relevant for any country that is serious about
cleaning up its act: the right incentives for government employees, simpli-
fication of rules and regulations, and the enforcement of the rules without
exemptions. Additionally, I have also come to believe and will demon-
strate that regulatory restraint is the best long-term precaution against the
resurgence of corruption. By regulatory restraint I mean a degree of
regulation that maximizes growth and reflects the capacity of a govern-
ment to enforce the rules it makes. This degree varies with a given
country’s economic performance and administrative capability.

2.2 INCENTIVES: CARROTS AND STICKS
Before 2003, the salaries for government officials were so ridiculously low
that nobody expected them to work without bribes.2 To end the rule of
bribery, the new government took a three-step approach.

Step one was to replace most high-ranking officials with a cohort of
young, inexperienced, but highly motivated and hard-working people with
no track record of corruption. If in doubt, we picked the candidate with a
clean record over the tenured professional who might have been entangled
in the corrupt practices that we were trying to put an end to. The majority of
pre-revolution officials had spent their lives working for the Soviet govern-
ment. This generation of politicians and administrators was not only accus-
tomed to corrupt practices, their entire political value system was based on
the belief that stealing from the government residing in far-away Moscow
was a good thing. Unfortunately, this mentality did not change when the
Soviet Union unraveled. So the post-revolution government really had no
choice but to let the old guard go and run with a new generation of highly
motivated, inexperienced people (Fig. 2.1).

Admittedly, this was not a perfect solution. A lot of relevant experience
was lost, and not all new hires were not up to their jobs, but this was
the price we had to pay if we wanted to start with a relatively clean slate.
Of course, there was no guarantee that the newcomers would always
play by the rules, but there was a much better chance that they would
than for experienced corrupt officials to come clean. By and large, our plan
worked out.
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Step two was to increase salaries to make sure public servants would not
have to revert to corrupt practices to feed their families. A minister’s
monthly salary increased from about USD 75 in 2003 to USD 1200 in
2004, and it increased further in later years. In some cases, average salaries
for working-level administrators and members of the traffic police force
increased by a factor of ten, from about USD 20 to USD 200. These
increases were financed by a significant increase in tax revenues, which I
will discuss in the next chapter, and by the eradication of corruption itself.
Government officials would not get rich under the new regime, but
nobody would have to take bribes to feed their family any longer. In
effect, corrupt officials lost the moral high ground. This was an important
step on the way to a law-abiding society.

Step three was to infuse public service with a spirit of meritocracy.
We introduced a bonus system that rewarded both institutional com-
pliance and personal performance. At the same time, we made it abun-
dantly clear that violators would be punished swiftly and severely. In
other words, we promised carrots to those who were willing to build a
better Georgia, and we made sure we had the sticks we needed to crack
down on corruption.

2.3 SIMPLIFICATION: THE DEVIL IS IN THE DETAILS,
UNLESS THE DETAILS ARE SIMPLE

Before 2004, the tax system was so complicated and the total tax burden
was so high, especially considering the very low level of economic devel-
opment of the country, that it was widely accepted that no company could
pay all of the taxes levied on it and stay in business. A company’s tax
burden depended on who the tax collector was, what kind of bribe the
company offered, and how fierce the competition was in a given industry
or region. Bribing the tax collector was the only way to stay in business.
With the introduction of the new tax code, the number of taxes was
reduced from 21 to 6; see Chap. 5, Reforming Taxes and Customs, for
details. All individual tax rates were reduced, and all the remaining taxes
were replaced with a flat tax rate system. At the same time, the authorities
made it very clear that non-compliance would result in harsh penalties.
Specifically, we abolished all exceptions and “special rules” that had pre-
viously been granted to members of government, their families, or others
who were close to the government in one way or another.
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But we didn’t stop at reducing the number of different taxes, rates, and
fees. Over the course of the next few years, we also revised the wording of
ambiguous regulations. For example, there used to be different customs
duties for sports shoes (12 percent) and sneakers (0 percent). Similarly,
the duty for frozen meat with bones was 12 percent, while there was no
customs duty for boneless frozen meat. As a result, Georgia officially never
imported any sports shoes or any frozen meat with bones. All imported
sports shoes were declared sneakers, and all imported frozen meat, mir-
aculously, turned out to be boneless. To play it safe, importers would
routinely bribe customs officers to make sure a given batch of goods was
cleared as declared without scrutiny. The regulations were such that both
businesses and officials had an incentive to engage in corrupt and illegal
practices. The introduction of the new tax code closed most of these
loopholes. As a rule of thumb, we tried to make all regulation as clear
and precise as possible, and we made sure that all affected parties, public
and private, were aware of the applicable laws and rules. To make it even
easier for people to contribute to Georgia’s growth, we also slashed
licenses and permits by nearly 90 percent. We reduced the number of
licenses from more than 300 to 41, and the number of permits from over
600 to 53.

2.4 REGULATORY RESTRAINT: LESS IS MORE

At first sight, reducing the number of laws and limiting the role of
government may appear counterintuitive as measures in the fight against
corruption. But if we look a little closer at human nature, and at the
mindset of most bureaucrats in particular, deregulation actually makes a
lot of sense as a counter-corruption strategy. Give a government official a
desk and a pen, and he will find something to regulate. Occasionally,
officials may think that regulation is actually necessary. But more often
than not, they will simply come up with new rules to boost their ego,
prove that their job is important, or create new opportunities to elicit
bribes. This may sound pessimistic, but I have seen it happen in Georgia
countless times before 2004, and it is happening in any number of other
countries even as you read this. Of course, such self-serving regulation is
always marketed to the public as an advancement of the greater good.

Objectively speaking, depending on a country’s economic and civic
development, different sets of rules and regulations are called for. But in
every case, there are two types of rules. On the one hand, there are basic and
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straightforward rules that are necessary to protect human rights, uphold
national security, maintain public safety, safeguard the health of the popu-
lation, and create a level economic playing field. On the other hand, there is
the bulk of byzantine rules that primarily promote corruption and inhibit
growth. Adjustments are called for at every stage of a country’s develop-
ment, but the main objective of any government should be to keep non-
essential regulation to a minimum. More regulation creates more oppor-
tunity for corruption and more obstacles for growth. The more hoops a
private company has to jump through to do business, the less likely it is to
invest in further growth and create new jobs. Internationally, a moderate
regulatory footprint has become a source of strategic advantage among
countries competing for foreign investment.

More generally, the size of the government is one of the principal influen-
cing factors of any country’s growth. While an outsized government usually
slows down economic development, a lean government can speed it up. The
size of the government can be measured in two dimensions: financial and
regulatory. The government’s fiscal footprint is mainly determined by its
budget as a percentage ofGDP; I will examine this aspect in detail in the next
chapter. The government’s regulatory heft is less easily quantified, but the
number and the level of detail of laws and regulations can serve as proxies.
The less developed and themore corrupt a given country is, the fewer rules it
should have to make sure it can enforce those rules that are essential to
uphold order and promote economic growth. Before 2004, Georgia was
clearly on the more unfortunate end of this scale. The country was on the
brink of bankruptcy, it was highly corrupt, and it had no culture of following
rules. Yet there was an over-abundance of rules and regulations. Most of
these were the legacy of Soviet rule or had been introduced around the turn
of the millennium, officially to comply with international standards. In
theory, this process should have made Georgia a more competitive player
in the community of nations. But in reality, almost all of the new rules gave
rise to corruption and facilitated personal gain by the ruling elite.

For example, traffic codes in many European countries prescribe that all
cars be equipped with a special fire extinguisher. As a rule, it makes perfect
sense, and it has doubtlessly saved many lives in developed countries. It was
introduced in Georgia in the mid-1990s, but with a twist. Prior to the
introduction of the requirement, a high-ranking police official had imported
a cheap variety of these special fire extinguishers in bulk. And as soon as the
rule became effective, all traffic police officers were instructed to stop
vehicles, fine the drivers for not having a fire extinguisher, and tell them
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where they would be able to buy one. While some drivers actually bought
fire extinguishers, most of them just got used to bribing police officers
whenever they were caught without one. To make things worse, the equip-
ment was often faulty, but nobody cared once the sale was made or the
bribe was paid. After five months, all fire extinguishers had been sold, and
from one day to the next, officers stopped harassing drivers about them, as if
the risk of fire had suddenly evaporated. Fighting corruption turned out to
be much harder than fighting fire.

Another example is the introduction of general inspections for cars in
the 1990s. Car owners had to have their vehicle inspected and obtain a
document certifying its road worthiness, irrespective of the age of the
vehicle. If anything was wrong with the car, the owner was officially
obliged to have it repaired. When drivers were stopped by traffic police,
they were to show the certificate upon request. The trouble was that the
country was so poor that few people could afford the inspection fee, let
alone the cost of repairs. At the time, most of the cars on Georgia’s roads
dated back to the time when the country was still part of the Soviet Union,
and almost all of them needed some degree of maintenance. So what
happened is that drivers got used to bribing technical inspectors to obtain
the certificate, or to bribing traffic police officers if they were stopped
without the proper papers. Again, the cause was noble, much as it had
been in the case of the fire extinguishers: to increase everyone’s safety on
Georgia’s roads. But it benefited neither drivers nor pedestrians. The only
people who benefited were providers of inspection services, usually set up
as private companies owned by high-ranking traffic police officials, and
traffic patrolmen. The regulation was abolished in 2004. Again, nothing
changed, except a decline in bribes paid to the police.

These are just two out of hundreds of similar cases3 in which regulation
was introduced to promote public safety, or some other noble cause, but
ended up filling the coffers of corrupt officials, even if this had not been the
original intention. Often, such rules were actually triggered by requests
from more developed countries in exchange for financial aid. While these
previous examples refer to individuals, companies were often subject to
similarly questionable rules. For instance, every company would have to
endure at least half a dozen inspections annually – by different agencies
acting on behalf of the Ministry of Finance, the Ministry of Economy, the
Ministry of Agriculture, the Ministry of State Security, and, in some cases,
by the prosecutor’s office. The only purpose these inspections served was to
elicit bribes from the private sector.
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Many developing countries today face similar challenges. Foreign gov-
ernments and international financial institutions press for the introduction
of ever more complex rules and regulations, be it to increase their influ-
ence in the developing world, or out of sheer ignorance about potential
side effects. Sometimes, the justification for new regulation is as trivial as
having something to show in return for financial aid. But often, the only
effect these new rules have is to engender corruption at the expense of
struggling businesses and citizens.

The lesson Georgia learned the hard way is that you cannot impose
advanced regulations on a developing country in one fell swoop. In
response, the government after 2004 has followed a simple set of guide-
lines when it came to regulation:

• The country is poor, and the government cannot afford to employ
thousands of inspectors to oversee and enforce endless rules and
regulations.

• In the past, the government itself and its agencies have been the most
corrupt institutions, and at least some officials will likely succumb to
corruption again.

• In practice, most rules and regulations are not followed anyway.
They do not contribute to the well-being of the population. All
they do is cause corruption.

• So let us get rid of all non-essential regulations and simplify the
remaining ones to minimize the potential for frustration, confusion,
and corruption.

• As the country develops and the economy grows, let us introduce new
regulation as it is needed and to the extent that we are able to enforce it.

Following this line of reasoning, Georgia’s regulatory framework was
reduced to the immediate essentials: fighting corruption, protecting public
safety, and collecting taxes. Step by step, we introduced new regulation as it
became necessary, and only if we could realistically hope to enforce it. For
example, wearing seatbelts in cars became obligatory in Georgia only in
2010. We had considered introducing this rule as early as 2005, but
decided against it for two reasons: firstly, because there was no track record
of playing by the rules at the time. We would only have created a new
source of bribery for traffic police officers. Secondly, and perhaps even
more importantly, because we had no way of enforcing such a rule at the
time. In 2004, we had laid off the entire traffic police force. In 2005, we
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were in the process of rebuilding law enforcement from the ground up.
And every time you introduce a rule nobody follows, you lose credibility
and weaken your stance. But five years later, when people had gradually
grown used to paying taxes and respecting the law, the time had come.
Now Georgians were ready to accept that regulation was enforced to
protect their safety, rather than to elicit illegal revenue streams for govern-
ment officials. And, finally, we had the kind of police force we could trust to
uphold the rules for the sake of public safety, rather than to exploit them for
their personal benefit. Almost all drivers immediately started wearing seat-
belts when the requirement was finally signed into law in 2010.

As countries mature, governments contemplating the introduction of
new regulation should subject prospective new laws and rules to two tests:
Do they help maximize growth? And can they be enforced effectively?

2.4.1 Growth Maximization

At any given time, a country’s regulatory footprint should reflect the stage
of its development. This will help promote sustainable long-term growth.
Many countries today are overregulated, and in most of these countries a
decrease in the regulatory burden will trigger new growth. Think of this
interrelation as the regulatory equivalent of the Laffer curve that describes
the interdependence of taxation and governmental revenue. An entirely
unregulated country will veer toward chaos and, eventually, collapse.4

There will be no growth whatsoever. A fully regulated country, however,
will stagnate, like the Soviet Union did. Sooner or later, the economy will
break down unless the government allows for some measure of political
change and free enterprise, as the Chinese regime currently does. For
every country, there is a point on this regulatory curve that maximizes
growth. If there is too little regulation, the country will not be able to
realize its full economic potential. If there is too much regulation, this will
slow down the economy. While its shape and maximum may vary with
political and economic parameters, I believe it is instructive as a concept to
help governments practice regulatory restraint (Figs. 2.2 and 2.3).

2.4.2 Enforceability

Any regulation that cannot effectively be enforced will result in corrup-
tion, or at least in a disruption of political stability and economic growth.
Ineffective enforcement will also result in unfair advantages for those who
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elude the rules and disadvantages for those who comply. What is more, a
government that introduces rules that it cannot enforce loses credibility.
So new rules should only be introduced if the legal system, the govern-
ment’s human resources, and funding enable their enforcement. In the
European Union, this is usually not a problem. There is sufficient funding
and human capital in the member countries to enforce almost any regula-
tion. This may sound like a good thing but it really isn’t since many rules
that the European Union creates do not pass the growth maximization
test. In contrast, Georgia in 2004 was so underdeveloped, yet so over-
regulated, that the course of radical deregulation we chose passed both
tests. At the time, getting rid of the vast majority of licenses and permits
was the right thing to do and quickly brought about economic growth.

In combination, these two criteria – growth maximization and enforce-
ability – will help governments practice regulatory restraint, i.e., introduce
new regulation only inasmuch as it promotes stability and prosperity, and
if it can be enforced.

2.5 ENFORCEMENT: CHECKS AND BALANCES

Making rules is easy. Making sure people play by the rules is hard. To help
the new cohort of public servants stay clean, we set up a strict system of
supervision and enforcement. For example, we created a special compliance
department in the traffic police force, inspired in equal parts by the concept
of mystery shopping5 and by the zero-tolerance policy pioneered by
Rudolph Giuliani.6 Equipped with hidden cameras, plainclothes agents

Permits and licenses

909

137

55

2005

2007

2012

Fig. 2.3 Permits and licenses, 2005–2012. (Source: World Bank – “Fighting
corruption in public services: chronicling Georgia’s reforms.”)
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would intentionally break the law under the eyes of a traffic police officer.
They had instructions to offer a bribe if they were stopped. If a given law
enforcement officer failed to stop the perpetrator, he was fired. If the officer
stopped the agent, but accepted the bribe, he went to prison. If he refused
the bribe, he was recommended for promotion or given a bonus.

We took a similar approach to increase compliance among customs
officers. Protected by special regulations, compliance inspectors set up
shell companies to import goods from neighboring countries. During
the customs clearing procedure, the compliance inspector would offer a
bribe to the customs officer in charge. Those who accepted the bribe went
to prison, those who declined the bribe went free, and those who called for
backup to arrest the putative fraudster were promoted.

Additionally, we set up a system of bonuses to reward both those who
resisted corruption and those who actively fought it. For lower and mid-
dle-level government employees, the rewards were focused on getting
them to refuse bribes. For more senior officials, the focus was on new
and effective ideas for checks and balances, such as the mystery shopping
approach or the introduction of electronic tracking and tracing technology
for specific goods such as alcohol and tobacco; see Chap. 5, Reforming
Taxes and Customs, for details. Some of the bonuses were as high as three
to six times a given official’s monthly salary.

Sometimes, however, you have to get even more creative. Take the
energy sector. In 2003, Georgia’s energy sector was riddled with corrup-
tion, but it was almost impossible to convict the culprits. Managers of
energy distribution companies simply wrote off theft of energy through
illegal lines, or embezzlement of funds, as “commercial losses.” To make
things worse, energy sector managers were in the habit of sharing their
black market gains with government officials to buy their silence. To put
an end to this and make sure the energy provided was actually paid for,
we declared the collection rate7 the sector’s sole performance indicator.
Additionally, we broke the country’s biggest distribution company,
UDC, down into regional clusters. The grid was split between these
clusters in a way that made it very difficult to cheat about the amount
of energy received by each cluster. We put a former UDC middle
manager in charge of each of the clusters. We reviewed regional collec-
tion rates on a monthly basis, and every month, the ten top-performing
clusters received a sizeable bonus. We deliberately made the collection
rate, i.e., the energy that was paid for as a percentage of the energy that
was actually consumed by a given cluster, the only performance metric
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for these managers to make the bonus system as simple and as transparent
as possible. In contrast, the management of the worst-performing clus-
ters was laid off – every month. When we were done, Georgia’s energy
sector was pretty much corruption-free. The collection rate (including
commercial losses) went from 30 percent in 2004 to 91 percent in 2007,
one of the fastest improvements of its kind globally.

A similar incentive system was implemented as part of our reform of
the higher education sector, another part of the administration that was
riddled with corruption. Previously, schools had received funding
directly from the Ministry of Education. Schools would routinely
bribe government officials to receive extra funds. The principal idea of
our reform was to let the money follow students rather than schools. As
a first step, we started distributing education vouchers to individuals
that replaced direct subsidies to schools. Students and their parents
could now freely choose a school − public as well as private, and with-
out any geographical limitation. Schools could convert the vouchers
they received from students to cash. This created healthy competition
between schools and led to a surge in private school development. As a
second step, we extended the concept of motivational performance
rewards from institutions to individuals. But instead of introducing a
complex scoring system for teachers, principals, and facilities at different
types of schools, every high school was simply assessed based on the
achievements of its students in university entrance exams, or based on
schools’ final exams in later years. We chose this metric both because of
its simplicity and because it reflected the main interest of students and
their parents. The results were widely advertised, thereby intensifying
competition between schools for students and their vouchers. For
details, see Chap. 10, Education – School Financing and University
Reform.

Across the board, we put an end to the exceptions and benefits that had
previously been granted to members of the elite. Before, students were
only admitted to sought-after university programs if a “protector” made a
phone call to university officials, or if they paid a bribe. Students without
connections were left out, even if they were smart and worked hard. We
were determined not to let this happen again. If there is a rule, it is
imperative that it applies to everyone without exception. I firmly believe
that this is the only way to establish respect for the rules and make people
understand that rules are enforced for their protection, rather than for the
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sake of oppression or as a source of illegal income for the chosen few. How
can anyone expect people to respect the law if even the representatives of
the state itself don’t respect it, or only if and when it suits them?

2.6 PROCUREMENT – BALANCING TRANSPARENCY

WITH FLEXIBILITY

Rules for state procurement are all about finding the golden middle
ground. All state procurement is prone to corruption, not only in devel-
oping countries. Hence the most important objective for regulation gov-
erning procurement is to make the process as transparent as possible and
minimize the risk of corrupt deals. At the same time, overly strict procure-
ment rules will limit the efficiency of the government and might make it
impossible to acquire the best product on the market. For example, if the
rules say that the government must always choose the cheapest option,
high-end products will automatically be excluded from the process. Also,
there should be different rules for different areas of procurement.
Professional services, for example, cannot and should not be procured
based on prices alone. Think of marketing, consulting, architecture, and
other such intellectual property. Assume a country wants to advertise its
investment opportunities in a certain industry, or promote itself as a travel
destination on international television. Further assume that the cheapest
bidder for the advertising campaign is a local TV station covering one city
and half a dozen villages. Chances are that their offer, although it has the
lowest price tag, is not the best deal. The most important prerequisite of
sound procurement is a solid description of the goods and services to be
procured. It should neither be too broad, nor should it be too specific in
identifying a particular product if there is a possibility of competition.

In Georgia, the best results in procurement were based on three success
factors:

1. Electronic auction. The tender and the specifications are put online.
Candidates register and bid online. This approach helps the govern-
ment eradicate ambiguity and rumors. For example, one participant
will often tell others that their company already has a pre-arranged
deal with the government, and that the others need not even apply.
If everything happens online, the process is both transparent and
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anonymous. The conditions are clear, but nobody knows who the
other bidders even are.

2. Two-envelope approach. For every tender, each bidder needs
to submit two envelops, one containing the technical description
and the other the financial proposal. If the technical description does
not meet the requirements, the bidder is excluded from the tender
and the second envelop is not even opened. Many governments have
adopted this approach, and it generally serves them well. As a next
step, the government has two choices: either announce that every-
body who passes the quality check has the same chance to win the
tender, and that the contract will go to the bidder who offers the
lowest price. Or announce that every bidder passing the quality
check will be assigned a score for the technical description and
that a combined technical-financial score will be generated before
the final decision is made.

3. Two-round price auction. The government found that companies
generally offer better prices in live auctions, where they have a
chance to improve their offers, than in sealed envelope auctions.
The government decided to combine the merits of both practices
and implemented two-round price auctions: Bidders submit sealed
envelopes in a first round, then enter a live online auction in which
all bidders can improve their prices. Once the technical descrip-
tions are evaluated and finalists are identified, the price envelopes
are opened and the prices are disclosed. The bidder with the best
price in the envelope is allowed to go last in the online auction.
The other bidders follow in ascending order of their initial offers.
Every bidder has a three-minute interval to bid, and the best price
wins after three rounds of bidding. This approach brought sub-
stantial savings in Georgia, and it can easily be adopted by other
countries.

2.7 TRUST REGAINED AND BOOKS REBALANCED

As early as 2007, independent observers acknowledged that the post-revo-
lution government had “done better than any [of its] predecessors at
battling corruption, standing up to Moscow and respecting civil liberties.”8

In 2010 and 2011, I traveled widely across former Soviet territories and
eastern European countries. Georgia was a big topic and, in fact, considered
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a role model almost everywhere I went. People would ask, if Georgia can
end corruption, why can’t we? If their traffic police doesn’t take bribes, why
does ours? If their administration is fast and clean, why isn’t ours? Georgian
reforms inspired many governments to follow suit. Over the course of the
last few years, Georgia has received government delegations from dozens of
countries seeking to study and replicate the reforms.

The World Bank itself has published a book-length report9 that describes
the Georgian reforms and promotes the principles on which they are based
on globally (see following text for details).

In 2012, it was safe to say that we had won the fight against corrup-
tion. In Transparency International’s Corruption Perception Index,
Georgia leaped from the bottom of the table (rank 127 out of 133,
below Venezuela) in 2003 to rank 51 in 2012, ahead of Italy.10 By
another measure, Georgia is one of the least corrupt countries in the
world. According to the survey-based 2013 Global Corruption
Barometer, only 4 percent of respondents in Georgia said they had
paid any bribes in the past year to any of the eight services that were
part of the report, namely police, judiciary, registry, land, medical,
education, tax, and utilities. This puts Georgia in the best bracket,
ahead of the United Kingdom, where 5 percent of respondents admit
to having paid bribes11 (Fig. 2.4).

At the same time, the Organisation for Economic Co-operation and
Development (OECD) acknowledged that “Georgia has achieved signifi-
cant progress in reducing corruption.”12

The World Bank’s 2012 publication “Fighting Corruption in Public
Services – Chronicling Georgia’s Reforms”13 highlights the following
success factors:

• Exercise strong political will
• Establish credibility early
• Launch a frontal assault
• Attract new staff
• Limit the role of the state
• Adopt unconventional methods
• Develop a unity of purpose and coordinate closely
• Tailor international experience to local conditions
• Harness technology
• Use communications strategically
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2.8 BONUS SYSTEMS

Various systems exist to reward civil servants for good performance, e.g.,
based on key performance indicators (KPIs). Georgia introduced such a
system between 2010 and 2012 for the top officials in each ministry,
recognizing that their decisions had far-reaching implications for the
stability and the prosperity of the country. The KPIs had to be easy to
measure. They were negotiated between the relevant minister and the
prime minister in front of the rest of the cabinet before the start of each
year. For example, foreign direct investment (FDI) and privatization
proceeds were the KPIs for the minister of economy. For the tourism
department within the Ministry of Economy, the number of tourists
served as a KPI. For the minister of energy, the KPIs included net
electricity exports and total FDI in the energy sector. In contrast, the
minister of healthcare was assessed based on a set of much more diverse,
highly specific KPIs, such as the number of newly built hospitals and the
decrease in infant mortality. The examples are from 2011, and they reflect
the government’s political priorities at the time, namely the focus on FDI
as the most important driver of Georgia’s economy. For some ministries,
such as the Ministry of Foreign Affairs, no straightforward KPI presented
itself. How do you measure the performance of the minister of the
exterior? By counting the number of embassies established, or by the
number of motions tabled at the United Nations in a given year? In
such cases, we used an average of the KPIs of other ministries. The
prime minster reviewed a minister’s performance on a quarterly basis.
Based on this review, the minister was paid, or not paid, a bonus and
given additional funds to reward those among his staff who contributed
the most to the good performance of the ministry. In my experience, KPI-
based variable pay is a much better way to reward performance than a plain
increase in salaries for government employees. It is less of a burden on the
budget, it is less politically controversial, and it ties a civil servant’s pay
directly to the government’s agenda.

A more innovative approach to reward the performance of high-ranking
civil servants, prevent the misuse of power, promote democracy, and
create a better environment for the private sector can be Country
Performance Formula (CPF). It is modeled on the practice of publicly
traded companies to compensate management (partially) with share
options. Typically, only some of these share options can be cashed by an
executive immediately. The bulk of such a package is usually subject to a
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barring clause and can only be cashed in after one, two, or three years. This
is to make sure that managers keep the future viability, profitability, and
growth of the company in mind. The beauty of the CPF is that it is based
on the assessment by an external authority, the stock market, rather than
by some internal function or special department.

CPF applies this proven model to the public sector. In my view, 10-year
Eurobonds, or comparable debentures, are the best vehicles to play the
part of share options for top civil servants:

• The price of Eurobonds is not determined by some department of
statistics or the International Monetary Fund, but by financial
markets.

• The price is a single figure that reflects all relevant variables, such as
the economic development, the political situation, and geopolitical
challenges. Also, the price reflects current performance as well as the
valuation of future opportunities and risks. For example, the price of
the Eurobond will decrease if a country’s economic performance
deteriorates, or if elections are not free and democratic. It will also
go down if unemployment or inflation soars. In contrast, the price
will go up if the economic situation, political stability, or interna-
tional relations improve.

• The price affects public finances and private players alike. If the price
goes up, both the state and private enterprises have access to cheaper
capital. The whole economy benefits from the lower interest rates
that ensue: the state budget, local banks, local companies, and
individual borrowers. Also, a higher Eurobond price results in
higher-priced local assets, higher prices of local companies, higher
income for local entrepreneurs, better visibility of the country on
international financial markets, and, hence, more opportunities to
attract investors, create jobs, and reduce unemployment.

This is why I believe that the Eurobond is the best basis for the measure-
ment of governmental performance, and that government employees
should be rewarded in line with the development of the price of the
bond. The formula should be drawn up in such way that a top-performing
bond puts civil servants on an even keel with their peers in the private
sector in terms of their income.

There is one issue though. Public figures have a tendency to try to hold
on to power, sometimes longer than is in the interest of the country, or
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even, in the worst case, against the will of the electorate. To counter this
tendency, the CPF should be set up in a way that puts Eurobond options
on hold until government employees have completed their full term with-
out charges of fraud or improper conduct. The term should correspond to
a given country’s electoral cycles, but not exceed ten years. Some critics
argue that the price of Eurobonds may vary with factors that are out of the
government’s control, such as the global economic situations or geopoli-
tical landslides. This is why the bonus should be based not on the face
value of a country’s Eurobond itself, but on its performance relative to
some reference paper, such as U.S. treasury bonds, or relative to the
average of a set of similar countries, or on Credit Default Swaps.

If such a scheme is implemented, the objective of the government
will change automatically. The main concern of most members of
government is to be re-elected as a party, as a president, or as a cabinet.
And governments are often prepared to sacrifice the long-term eco-
nomic prosperity of the country to short-term populism that will get
them re-elected. With a CPF in place, governments will shift their focus
to long-term sustainability. If their own income depends on the per-
formance of their country as valued by international financial markets,
top civil servants will think twice before committing to higher pensions,
or higher welfare payments, without securing the necessary budgetary
means.

That said, power itself is still a powerful potion. Some people will try to
stay in power regardless of the cost. The CPF will not change the minds of
such power junkies. All I am arguing is that a bonus that is based on a
country’s performance creates an incentive for the average civil servant to
balance short-term benefits with long-term prospects. Additionally, the
Western world may want to adopt a “Global Magnitsky List” for all
corrupt officials; Sergei Magnitsky was a Russian lawyer who uncovered
corrupt schemes of the Russian government and was jailed by Russian
authorities. He died in prison under suspicious circumstances. Later, the
United States Congress adopted a bill according to which all members of
the authorities who were involved in the case were deprived of U.S. visas,
and their accounts and assets in the United States were frozen.14

Combining a CPF with such a black list would create a carrot and stick
scheme for high-ranking government officials and may help transform the
state of developing world within a decade or two.

Ideally, a CPF should be introduced by a government that itself does
not benefit from it. In other words, the next government should be the
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first beneficiary of the formula. This will help resolve concerns about
self-enrichment and make it much easier to justify such a scheme in the
public eye.15

2.9 OUTLOOK

While the impact of deregulation in Georgia was almost universally bene-
ficial, it can also backfire on occasion. For example, there was an institute in
Georgia that oversaw the certification of sailors. The institute trained aspir-
ing sailors and awarded them a certificate upon successful completion of the
course. These certificates are required for sailors seeking jobs with interna-
tional shipping companies. But much like the technical inspection service for
cars and similar organizations in Georgia at the time, the seaman’s institute
gave out certificates in exchange for bribes without actually providing any
training. In effect, even certified Georgian sailors frequently found them-
selves insufficiently prepared to work abroad. In response, the government
closed down the institute and allowed private companies to offer training
and certification for sailors. But it turned out that EU regulation required
the certifying body to be a licensed government institute, rather than a
private company. As a result, hundreds of Georgian sailors found themselves
barred from working on ships that entered EU ports and lost their jobs.

But mishaps like this don’t change the fact that regulatory restraint
generally helps curtail corruption and promote growth. Fewer and less
complex rules provide less opportunity for corrupt officials to elicit bribes
or to make life difficult for companies and citizens in other ways. At the
same time, restrained regulation also increases the prospects of compliance
by the general public. If playing by the rules is comparatively cheap and
easy, why would people bother to cheat?

Of course, deregulation must not compromise high-ranking constitu-
tional objectives such as national security, public safety, health, free enter-
prise, freedom of opinion, and equal opportunity to participate in the
pursuit of prosperity. At every stage of a country’s economic development
and institutional maturity, the government needs to re-assess the adequacy
of its regulation and its capability for effective enforcement of the rules.
New rules will become necessary, and old rules will become obsolete.

In what follows, I will turn to reforms in specific fields such as taxes,
customs, energy, welfare, healthcare, and education. While these areas
were faced with different challenges, the fight against corruption perme-
ates almost every aspect of post-revolution reform in Georgia, especially as
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regards the size of government. Most countries today are overregulated,
and the regulatory burden impairs their economic development. But big
governments not only slow down growth, they are also more susceptible
to corruption. What is true for regulation is also true for government as a
whole: Less is more.

NOTES

1. Roses and Reality in Georgia, New York Times, November 10, 2007,
http://www.nytimes.com/2007/11/10/opinion/10sat3.html (retrieved
in 2015). (New York Times 2007).

2. When I started to work for the Ministry of Energy in 2004, my monthly
salary was GEL 120, at about two Georgian laris to the dollar, i.e., about
USD 60. A head of a department made about GEL 60–80, or USD 30–40,
per month. The average salary at the time was about GEL 40, or USD 20.

3. More examples are available if needed, related to International Financial
Institutions and/or EU requests.

4. One example of this is Sudan. According to the BBC, South Sudan (split off
from Sudan in 2011) in particular has what many describe as a “war
economy.” See http://www.bbc.com/news/world-africa-34075573
(retrieved in August 2015).

5. Mystery shopping as a concept originates in retail. Manufacturers of con-
sumer goods send anonymous representatives to the stores where the goods
are sold. The purpose of these visits is to check whether the goods are
stocked, displayed, and priced as agreed between the manufacturer and
the retailer. Some companies, such as consumer banks or telecommunica-
tions providers, also send mystery shoppers to their own branches to check
on sales staff, making sure they follow corporate protocol and provide
adequate advice to customers. For details, see Willie Osterweil, The Secret
Shopper, The New Enquiry, June 4, 2012. (Osterweil 2012).

6. See Norimitsu Onishi, Be Polite or Else, Giuliani Warns in Announcing
Civility Campaign, New York Times, February 26, 1998 (Onishi 1998).

7. Energy paid for as a percentage of the total energy supplied (not billed).
8. Roses and Reality in Georgia, New York Times, November 10, 2007,

http://www.nytimes.com/2007/11/10/opinion/10sat3.html (retrieved
in 2015) (New York Times 2007).

9. http://documents.worldbank.org/curated/en/2012/01/15647088/
fighting-corruption-public-services-chronicling-georgias-reforms (retrieved
in August 2015).

10. http://www.transparency.org/research/cpi/overview (retrieved in August
2015).
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11. http://www.transparency.org/gcb2013/results (retrieved in August
2015).

12. http://www.oecd.org/corruption/acn/GEORGIAThirdRound
MonitoringReportENG.pdf (retrieved in August 2015).

13. http://documents.worldbank.org/curated/en/2012/01/15647088/
fighting-corruption-public-services-chronicling-georgias-reforms (retrieved
in August 2015).

14. Max Seddon and Neil Buckley, Russia: Magnitsky’s bitter legacy, Financial
Times, June 12, 2016 (Seddon and Buckley 2016).

15. A system that is similar to CPF is in place in Singapore. It is, however, not
based on the prices of state bonds, but on the average salaries of private-
sector CEOs at companies operating in the industry that falls in a given
minister’s or civil servant’s remit. This approach is based on idea that the
private sector is the main driver of the economy and that the public sector
should do anything to create a better environment for the private sector.
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Georgia’s economy: post-revolutionary development and post-war

difficulties

Vladimer Papava�

Georgian Foundation for Strategic and International Studies (GFSIS), Tbilisi, Georgia

The article discusses the problems of the successes and the failures of Georgia’s post-
revolutionary economic development. Amongst the positive results, the significant increase
of national budget revenues and the overcoming of the energy crises should be emphasized,
both of which were achieved by the fight against domestic internal corruption. At the same
time, mistakes in terms of both the building of a democratic state and economic policy
were made. Making the judiciary an appendage to the General Prosecutor’s Office and the
executive branch, the government’s control of the media and its defiance of property rights,
including extra-judicial decisions to demolish privately owned residential houses, are
among the most serious errors of Georgia’s post-revolutionary development. Despite its
anti-Russian rhetoric, the new government has openly welcomed Russian investments into
Georgia’s economy. After the Russian aggression and under the impact of the global
financial crisis, Georgia finds itself in a more complicated situation. International financial
aid of US$4.55 billion, which was pledged at the international donors’ conference held in
Brussels in October 2008 for the reconstruction of post-war Georgia, may enable the
country to avoid the banking and currency crisis.

Keywords: post-communist Georgia; combat of corruption; extra-budgetary accounts;
deprivatization; Liberal Empire; Free Trade Agreement with EU

Introduction

The collapse of the Soviet system and the beginning of the transition to capitalism may be

interpreted as a revolution (Bunce 1999a, pp. 152–156). ‘Coloured revolutions’ in the post-

Soviet space raised the question as to whether they were really revolutions, and how much

the expectations of their supporters could or would be realized. There are already scholarly

papers addressing these issues, yet, arguably, more time is needed to arrive at any generalized

conclusions about the results of the ‘coloured revolutions’.

The Rose Revolution of November 2003 was the outcome of the Georgian people’s desire

for a more democratic society, the reduction of corruption and improvement in the national

economy and social conditions (Fairbanks 2004, King 2004, Miller 2004, Welt 2004, Coppieters

and Legvold 2005, Karumidze and Wertsch 2005, Khutsishvili 2008). It is no surprise that the

Rose Revolution and its heroes, led by the current president of Georgia, Mikheil Saakashvili,

have been supported by the US administration, and the leadership of the EU.

However, within two years of the Rose Revolution, quite naturally, the euphoria that followed

it, both inside and outside the country, diminished. It has been replaced by amore sober assessment

and amore realistic evaluation of the results of post-revolutionary change. This ‘sobering up’ took

place in Georgia rather more quickly than overseas as Georgian citizens experience the discom-

forts of revolution on the ground. Georgia’s international friends, on the other hand, oftenmistook

what they would like to happen for what is actually happening (Mitchell 2006, Papava 2006c).
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Nevertheless, even those analysts who have been a priori supportive of Georgia’s revolutionary

leaders cannot turn a blind eye to some recent antidemocratic developments in Georgia, such

as the executive’s domination of the judiciary (Jones 2006).

From the outset, the post-revolution political regime in Georgia was represented as a mixture

of democratic and authoritarian elements (Nodia 2005, p. 44–45). Such hybrids are not new

and are characteristic of many post-Communist countries (Bunce 1999b) that avoided ‘coloured

revolutions’. To many Western observers, the crushing of peaceful demonstrations in the

Georgian capital of Tbilisi inNovember 2007, appeared to be totally unexpected and, consequently,

shocking. However, for many local analysts these events were more or less predictable (Areshidze

2007, Lanskoy andAreshidze 2008,Mitchell 2008, Papava 2008c). For Georgians, it was relatively

easy to see official Tbilisi’s undemocratic nature, although not all agree, even afterNovember 2007,

that the post-revolutionary regime should be described as authoritarian (Jones 2008b).

In 2008, a new crisis developed: war with Russia. This five-day Russian–Georgian war in

August 2008, together with the global financial crisis, has presented Georgia with new economic

challenges (Papava 2008f). These include, in particular, overcoming economic damage caused

by the war, avoiding a crisis in the banking sector, preventing high inflation and preserving

the stability of the exchange rate of the national currency, the lari. In spite of Georgia’s WTOmem-

bership, it is equally important for post-war Georgia to continue its successful transition to a free

trade regime promoted by the US and the EU. To understand these major problems in Georgia’s

development and the coming post-war challenges, it would be useful to analyse all the key

tendencies that emerged after the Rose Revolution which have contributed to the current situation.

Starting points

The young Rose Revolutionaries – in terms of age and experience – inherited numerous

unresolved problems from the Shevardnadze administration. The most important included an

energy crisis, which meant whole winters without electricity and heating, and a budgetary

crisis created by the inability and unwillingness of public servants to collect taxes. The govern-

ment accumulated huge arrears of pensions and salaries in the public sector. These problems

were conditioned primarily by a high degree of corruption. The key challenge of the new

post-revolution government, therefore, was to combat sleaze and dishonesty. In order to do

this, the government, which had come to power by means of revolution, was tempted to

strengthen the vertical axis of power and minimize any decentralized foci of resistance. It

justified its actions by the need to reinstate the country’s territorial integrity.

From the moment of his accession to power, President Saakashvili set about concentrating

power in presidential hands. As early as February 2004, a number of amendments were made

to the Georgian Constitution, which gave the president the power to dismiss the government

or, alternatively, to disband the parliament and order extraordinary parliamentary elections,

should the parliament and the government be in conflict with one another. The consequence

of this type of constitutional innovation was the growth of parliament’s loyalty not only to

the president, but also to his government, which, in turn, led to the significant weakening of

parliament as an independent political institution. From 2006 onwards, under pressure from

the Council of Europe, and later from the opposition, President Saakashvili gradually proposed

some democratic reforms (Areshidze 2007, Lanskoy and Areshidze 2008).

Positive reforms

The strengthening of presidential powers in Georgia had some positive results in terms of

establishing financial order. Significant increases in tax revenues led to the neutralization

200 V. Papava

D
o
w
n
l
o
a
d
e
d
 
B
y
:
 
[
P
a
p
a
v
a
,
 
V
l
a
d
i
m
e
r
]
 
A
t
:
 
1
7
:
5
9
 
1
1
 
J
u
l
y
 
2
0
0
9



of the budgetary crises (Areshidze 2007, pp. 191–195). The post-revolution government

succeeded in paying off all accumulated debts to pensioners and public sector employees.

In the summer of 2004, this led to the renewal of the International Monetary Fund (IMF) agree-

ment, which had been terminated in 2003 due to the incompetent and corrupt nature of the

Shevardnadze administration. Among some other accomplishments of the post-revolution gov-

ernment, the qualitative improvement of the criminality in the country should be emphasized

(Kupatadze 2007).

The strengthening of presidential powers enabled the government to start an effective fight

against corruption. The abolition of the old Soviet traffic police and the creation of a Western-

style patrol police were accomplished in a short ‘revolutionary’ period of time. As a conse-

quence, the shameful practice of bribery across the country’s roads and highways was abolished.

The fight against corruption in the energy sector resulted in overcoming the energy crisis and, as

of the winter of 2006–2007, the whole of Georgia has been enjoying an uninterrupted supply of

electricity. Among the post-revolution government’s accomplishments, the introduction of

national entrance examinations for admission to universities replaced the old corrupt system

of separate admission exams in individual universities that had existed since Soviet times.

A fourfold growth of the national budget revenues was achieved as a result of these anti-

corruption measures, including the arrest and release of former government officials and their

relatives for what might be called a ‘liberty price’. Officially, the price officials were forced

to pay to secure their release was described as paying back the state monies and properties

that had been stolen (McDonald 2005). However, such revenues cannot be raised on a regular

basis. At best, they can be collected once, but thereafter with diminished effect. The government

established extra-budgetary ‘law-enforcement development accounts’ specifically for this

purpose, where those suspected of corrupt practices were compelled to transfer payments to

buy their liberty.

Deregulation measures, such as reducing the number of licenses and permits, has limited the

legal grounds for the government’s interference with businesses. Cutting tax rates significantly

eased the tax burden (Khaduri 2006). Reducing the import-tax base for agricultural produce and

construction materials, as well as the annulment of the import taxes for other goods, has made

Georgia much more competitive. The new Labour Code was revolutionary. By limiting the

rights of employees, it has substantially broadened those of employers. However, although

this may encourage businesses to develop, it leaves employees unprotected.

These types of reforms resemble the Southeast Asian (Hong Kong, Singapore) and Anglo-

Pacific (Australian, New Zealand, US and Canada) economic models. Therefore, it should

come as no surprise that the Georgian reform model looks toward the East. Georgia is

moving towards the American–Canadian model along a path that passes through Southeast

Asia and Australia-New Zealand.

After the publication of theWorldBank’s rating list in 2006 entitled ‘DoingBusiness’, accord-

ing to which Georgia had made an impressive jump from 112th to 37th place amongst the world’s

nations in terms of hospitality to business, the Georgian government announced that its objective

was to push the country forward, and to ensure that Georgia would be found amongst the 20 best

nations of the world in the World Bank’s rating list. In 2007 it reached 18th place.1

Hollow reforms

Many of the Georgian government’s actions defy both economic theory and common sense.

Chief amongst these was the President’s generous summer 2006 initiative to add 50,000

people to a national employment programme (Civil Georgia 2006c). The idea was to require

private entrepreneurs to give jobs lasting three-months to unemployed persons. For this, the
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latter were to be paid US$85 a month out of the national budget. (In the summer of 2006, after

the enactment of the new Labour Code, unemployment allowances [US$12.40 per month] were

abolished.) The programme cost the national budget US$12.7 million. In principle, no business

that wishes to expand needs any direct assistance from the national budget. All the government

needs to do is to provide for the development of professional training or retraining programmes,

and the Georgian government has rightly assumed this duty.

However, this programme re-employed only a few people. In most cases, a simple deal was

made. Businessmen agreed to subscribe to any contract under which they could pretend that they

employed some people who did a job. Such a deal made an unemployed person happy because

he made US$255 in three months for doing nothing. However, there were more perverse results.

Some businessmen agreed to subscribe to such contracts on the condition that new ‘employees’

shared half of the total amount with them. The average share of salaries in the costs of production

is typically 20%. Thus, in theory, US$12.7 million spent on salaries should produce goods and

services worth about US$60 million. Although there are no official statistics of employment

under this programme, it is expected that approximately 10% of the targeted number of benefi-

ciaries were actually employed. This means that US$12.7 million was spent out of the national

budget for the production of goods and services with an aggregate value of perhaps US$6 million

(10% of $60 million).

In essence, it can be said that US$12.7 million allocated from the national budget was nothing

but an allowance for the unemployed. This amount went to the market ostensibly with the purpose

of producing consumer goods, but because no actual goods and services were produced, the only

contribution was to the growth of inflation. Consequently, any measures of this type, however

generous their objectives might be, cannot, in fact, produce the desired results. On the contrary,

all they can do, together with other similar measures, is to contribute to macro-economic desta-

bilization (Civil Georgia 2006a). The same type of national employment programme covering

100,000 people was started in December 2007.

Errors and offences

Among the negative consequences of the strengthened presidential and weakened parliamentary

powers is an intensified feeling of impunity among government officials, which manifested itself

in a gross disrespect for the rule of law. The significantly weakened parliament is often called the

‘Government’s Notary’. With regard to the judiciary, it has become an appendage to the General

Prosecutor’s Office and the whole executive branch (Anjaparidze 2006a). The government’s

control of media and, most of all, of TV channels has become overwhelming. Some independent

TV channels (‘Channel 9’, ‘Iberia’ and later ‘202’) and popular newspapers (‘dilis gazeti’,

‘mtavari gazeti’) were closed shortly after the Rose Revolution. Other popular private TV

stations have fallen under complete government control (Civil Georgia 2005, HRIDC 2008a).

Redundancies in the government were combined with gross mistakes in staffing and

institutional policies. In all government agencies the most experienced employees were

simply dismissed (in most cases in violation of the law). All governmental institutions were

staffed by youth with some international training but with little ‘institutional memory’. The

government’s mistakes in the radical reorganization of the ministries and departments were

compounded with non-professionalism among many post-revolution ministers. The most

blatant example of non-professionalism was in the spring of 2006, when the Minister of

Defence was charged with the marketing of Georgian wines abroad. A further example of this

type of inexperience was the abolition of the state anti-monopoly service in late 2004 and its

replacement at President Saakashvili’s initiative in the fall of 2007 with the Ministry of the

Interior (which in Georgia combines the police and the national security forces). Its new function
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was to deal with anti-monopoly regulation in the domestic market. Later, after the Russian-

Georgian war in August 2008, President Saakashvili added to the Ministry of Interior’s respon-

sibilities by charging it with the supervision of the construction of houses for internally displaced

persons (IDPs).

The revolutionary wave of 2003 and its aftermath led the government to reorganize other

ministries and departments. In particular, the State Department of Statistics, which before the

revolution had been an independent agency accountable to the president, fell victim to revolu-

tionary reorganizations. It was incorporated into the Ministry of Economic Development, which

is perhaps the most palpable example of a conflict of interests. As a consequence, in Georgia

today statistics play the same role as they did in Soviet times when they were assigned a political

function. A clear example of statistical manipulation for political purposes was an accidental

‘leak’ of information in August 2006. In July 2006 the Department of Statistics declared that

the annual inflation rate in Georgia had reached 14.5%, which led the IMF to criticize the

Georgian government. The government found an ‘ideal’ remedy: the head of the State Depart-

ment for Statistics was dismissed and his successor, following the government’s instructions,

started a gradual reduction of the inflation rate until it dropped to 9.2% in December 2006.

Corruption has diminished in Georgia, but it has also been transformed. For example, the

extra-budgetary accounts, which were used to accumulate income from individuals accused

of corruption, were outside budgetary control. There was no transparency in spending from

these funds. The problem worsened as the government started replenishing these accounts

by means of so-called ‘voluntary contributions’ of businesses (Anjaparidze 2006b). If pre-

revolutionary functionaries had their pockets open for bribes, their post-revolutionary successors

have transformed open pockets into bank accounts. Initially the IMF turned a blind eye to the

existence of such accounts due to the erroneous assumption that all means should be used to

fight corruption. Obviously, the IMF had forgotten a simple truth – that it is futile to beat

corruption by means of further corruption. Later, in the spring of 2006, under IMF pressure

the ‘extra-budgetary’ accounts were abolished.

A process of ‘de-privatization’ was launched after the Rose Revolution. De-privatization in

the post-revolutionary Georgian context means that certain assets that had been privatized before

the revolution were forcibly taken back by the government, which then offered them for re-sale

as privatization. There is no guarantee that sometime in the future another de-privatization will

not be considered necessary (Papava 2006b).

Additional examples of the post-revolution government’s defiance of property rights include

extra-judicial decisions to demolish privately owned residential houses built before 2003. This

was despite the possession by owners of all the relevant documents certifying both ownership

and the legality of construction. The only argument presented by the government justifying

such demolitions was a desire to improve the city’s ‘image’. That property rights were

grossly violated (Christiansen 2006) did not generate much concern in government circles

(HRIDC 2008b). Paradoxically, the Georgian government’s obvious disrespect for property

rights never became the focus of Western criticism. In the World Bank’s rating for Year

2007, Doing Business, Georgia, a country where private ownership is not protected in any

way, was in 18th place.

Against the background of a relatively successful fight with mass corruption, there remains

the problem of elite corruption involving high-level government officials who, in defiance of

public procurement regulations and with total impunity, have used budgetary resources for

their own benefit, or used their official status to protect and favour certain companies. The

most palpable example was the case of the former defence minister, Irakli Okruashvili, who

was charged with corruption. While Okruashvili remained a cabinet member, he was an ideal

minister and an example to others (Civil Georgia 2006b). After he left office, the presidential
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team chose not to press any criminal charges until he publicly announced his political ambitions

and his alliance with the opposition.

The Russian trail in Georgia’s post-revolutionary economy

In post-revolution Georgia, the so-called ‘Northern Way’, or Georgia’s integration into Russia’s

economic (and political) domain, has become a frequently aired topic (Papava 2006c, 2008g). In

2003, Anatoly Chubais, the President of the Management Board of RAO EES (Unified Energy

Systems) Russia, and a prominent Russian statesman and political figure, wrote that Russia

should establish a ‘liberal empire’ in the post-Soviet world (Chubais 2003, Torbakov 2003,

Simons 2008, pp. 70–81). By calling it ‘liberal’, he meant that the new empire should be

based on economics rather than coercion. Russian companies (public and private) should take

over the ownership of strategic companies in the former Soviet republics, which, in the long

run, would lead to the re-establishment of Moscow’s political influence over those countries.2

Russia started fulfilling its master plan in Armenia, its strategic partner in the region. In late

2002, on the eve of the presidential election in Armenia, a Russian-Armenian treaty called a

‘debt-for-equity’ swap was established.3 In early 2006, Russia obtained new assets in exchange

for not raising Armenia’s price for natural gas. As Russia and Armenia do not share a border, and

in view of the frozen conflict between Armenia and Azerbaijan, Georgia is the lynchpin in the

Caucasian economic space for Russia and Armenia. If Georgia is dragged into the liberal empire,

the fate of Azerbaijan will be affected given that all of its strategic economic projects are linked

with Georgia (Papava 2006a, 2008e).

The first step towards snaring Georgia in the liberal empire’s net was the summer 2003 take-

over of the shares of the US-based company AES Silk Road by RAO EES. RAO EES, after the

1998 privatization of the Tbilisi electricity distribution company, owned the controlling shares in

the company (Gularidze 2003).4 The Georgian government fully supported the entry of Russian

capital into the Georgian economy during the large-scale privatization of government-owned

enterprises after the Rose Revolution. The best example was the sale of Georgian gold and

copper mining and processing companies to Stanton Equities, a subsidiary of the Russian

holding group, Industrial Investors.

Encouraged by the government’s affinity for Russian capital, the owners of the United

Georgian Bank (privatized in 1995) sold it to Russia’s Vneshtorgbank, 99% of which is

owned by the Russian government.5 In effect, this sale was the nationalization of the United

Georgian Bank by the Russian government. This takeover came on the tails of Vneshtorgbank’s

acquisition of Armenia’s Armsberbank.6

Gazprom is especially aggressive. It has made several attempts to take over the gas pipeline

connectingArmeniawithRussia. In late 2005 and early 2006, theGeorgian government negotiated

with Gazprom, ostensibly to sell the gas pipeline. However, it is not clear why selling the pipeline

to the Russian government-owned gas company should be considered ‘privatization’. After

America’s intervention, the Georgian government’s talks with Gazprom came to an end,7 which

dealt a heavy blow to Russia’s plans. In late 2006, in the context of doubling the price for

Russian gas, Gazprom once again tried to take over some of Georgia’s energy assets (Socor 2006).

It is evident that Georgia is being pulled into Russia’s liberal empire (Papava and Starr 2006).

Why the West supports Georgia’s post-revolutionary government

While leaders of Western nations and various international organizations enthusiastically

commended the post-revolutionary government’s achievements, the mistakes were subject to

moderate criticism at best. Naturally, the following questions arise: why did the West choose
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to turn a blind eye to such mistakes and why was it only after 7 November 2007 that significant

criticism began of Mikheil Saakashvili along with his government and the parliamentary

majority?

The West’s captivation with Mikheil Saakashvili resulted, first of all, from his role as a

successful post-Soviet leader with a Western university education. In his numerous passionate

speeches and interviews, he advocated Western democratic values, human rights and the

market economy. But it is important to note that in contrast to his speeches for Western audi-

ences, his public appearances in Georgia, especially after the Rose Revolution, were aggressive

and disrespectful toward his own citizens. (For example, he declared on Georgian TV that the

senior generation of Georgian scholars and public figures should be ‘flushed out’.) This type

of belligerence was combined with centralization of power, a weakened Parliament, and a

subdued judiciary.

Official statements by the Georgian leadership regarding Georgia’s desire to join NATO and

the EU, Georgian military groups’ participation in the anti-terrorist coalition in Iraq and

peacekeeping forces in Kosovo and Afghanistan were considered proof of the post-revolutionary

government’s pro-Western orientation. However, similar statements had been made before the

Rose Revolution. The first military missions to Kosovo and Iraq were dispatched before the

revolution, so the new government’s pro-Western stance is nothing new.

The West appreciated President Saakashvili’s anti-Russian rhetoric, which was directed at

Russia’s top political leadership. However, very little attention was paid to the ‘open door’

policy towards Russian capital after the Rose Revolution. These Russian economic interests

have by no means diminished, despite Russia’s declared embargo on Georgian exports from

spring 2006 (e.g. Anjaparidze 2006c, Parsons 2006, Tsereteli 2006). At the same time, the

Kremlin’s intense dislike for Georgia’s post-revolutionary government (Papava 2007a) and its

personal dislike of President Saakashvili (at times combined with open aggression against

Georgia, such as the de facto annexation of the Georgian provinces of Abkhazia and South

Ossetia) contributed to increased Western support of Georgia and its leadership.

Georgia’s pro-Western and anti-Russian course was, in part, the reason why the Bush

administration turned a blind eye to the negative consequences of the post-revolutionary govern-

ment’s activities. Apparently, the Georgian government was the first to realize this. After

President George W. Bush’s visit to Georgia in May 2005, the Georgian leadership’s behaviour

started to show symptoms of a certain ‘TheUSAwill always support us’ syndrome. Itwas believed

that the visit of the American president to Georgia secured future exoneration by theWest for any

suspiciously undemocratic actions of the post-revolutionary government, not only for those

already committed. However, Georgia’s experience shows that a pro-Western and anti-Russian

orientation is by no means an adequate guarantee of democracy (Papava 2008c).

The economic aspect of the 2008 elections

In November 2007, after the disastrous repression of mass public demonstrations, President

Saakashvili resigned and called for an extraordinary presidential election for 5 January 2008.

On 21 May 2008, a parliamentary election followed. During both campaigns, it was apparent

that President Saakashvili and his party were using administrative resources for their own inter-

ests. The elections were competitive, considering the circumstances, and polling was mostly

uneventful. In the final accounting, President Saakashvili received slightly more than the 50%

required to avert a runoff whilst his Party, the ‘National Movement’, now controls 80% of the

seats in the Parliament. International observers gave qualified approval to the campaign environ-

ment and electoral conduct, but also mentioned serious reservations about the use of administra-

tive resources and the transparency and fairness of the ballot count (OSCE 2008a, 2008b).
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During both election campaigns the emphasis was on social problems, especially on

overcoming poverty in the country. Mikheil Saakashvili and his political party declared their

pre-election slogan to be: ‘Unified Georgia without Poverty!’ Having won both of the elections,

the government embarked on fulfilling its promises with a five-year poverty eradication pro-

gramme. The programme calls for the reduction of poverty by half (Civil Georgia 2008d). It

should be emphasized that relative poverty cannot be eradicated, because as the level of econ-

omic development increases the poverty line also rises. There will always be a certain segment

of the population below the poverty line. However, the government avoided the concept of the

poverty line in its programme.

Within the framework of the five-year governmental programme, the government’ created a

50-Day Action Plan (Civil Georgia 2008f, 2008h) which was scheduled for implementation

within the first five months of 2008, that is, from January to May for a total of 152 days.

Some projects in the Plan are directed towards economic development and, consequently,

reducing the level of poverty; others are more questionable. Thus, within the framework of

the government’s 50-Day Action Plan, a so-called ‘revolutionary’ economic package of laws

was developed (Civil Georgia 2008e) with the aim of turning Georgia into a global financial

centre by offering tax exemptions on income to large financial companies whose activity in

Georgia does not exceed 10% of their financial turnover. This ‘revolutionary’ package also

provided for a significant reorganization of the National Bank of Georgia (NBG), the country’s

central bank, by subordinating it to the government. This meant that exceeding a threshold level

of annual inflation would allow the government to demand the resignation of the President of the

NBG through Parliament (Civil Georgia 2008a).

Amongst the projects stimulating economic development, one of the potentially most impor-

tant was the creation of financing facilities in the form of ‘cheap credits’ for small business

development. Unfortunately, this project, which was attractive for many businessmen, was

carried out without sufficient transparency. Surprisingly, the decisions about credits for each

concrete project were taken not by a credit agency hired by the government for this purpose,

but by the government itself. The government’s 50-Day Action Plan also included increased

pensions – the amount of a monthly pension increased by 27% in April 2008 – and the

raising of the minimum pension up to US$100 was promised by 2009. Given the current

exchange rate, this implies a more than double increase.

The government’s 50-Day Action Plan includes the creation of a free economic zone (FEZ)

in the proximity of the port city of Poti. The idea of opening a FEZ in Georgia is not a new one. It

was first linked with the province of Achara when its former leader, Aslan Abashidze, 15 years

before the Rose Revolution, raised the issue of creating a zone around the port city of Batumi

(e.g. Khutsidze 2003). Given that Georgia embarked on liberalizing its foreign trade more

than 10 years ago, and that business registration procedures were significantly liberalized

during the post-revolutionary period, the economic viability of an FEZ is doubtful (Papava

2007b). International experience of FEZ’s in countries that lack investment or experience

‘investment hunger’ suggests that both foreign and domestic entrepreneurs will prefer to run

their businesses within the zone because of the tax exemptions. Outside the zone, as a result,

the economy withers. Thus, the economic development of the country outside the FEZ is

hampered. This danger is very real in the case of the Georgian economy (Patsuria 2008), but

arguments against establishing the FEZ (Khutsidze 2007) were not shared by the government.

It signed an agreement of Investment Authority with the UAE’s Ras al Khaimah for develop-

ment of this economic zone near Poti. The company purchased 51% of the shares of the Poti

sea port (Civil Georgia 2008g).

Within the framework of the government’s 50-Day Action Plan was the issuance of

Eurobonds of US$500 million, with a maturity of five years and with a coupon set at 7.5% in
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April 2008 (Civil Georgia 2008b, 2008c). Unfortunately, the government did not make clear

public announcements on the purposes of increasing the foreign debt of Georgia by US$500

million. First, it claimed that the money was needed to implement new energy power projects,

but afterwards the plans were changed, and it was stated that all the money would be channelled

to the Fund of Future Generations (the Fund is mainly set up for the economic rehabilitation of

Abkhazia and South Ossetia after they are reintegrated in Georgia) and the Fund for Stable

Development (this Fund was set up specifically for preventing economic crises). Finally, it

was stated that these Funds would get only half of the money received from the Eurobonds,

and a decision would be taken at a later date with respect to the purpose for the other half of

the amount. Thus, the government either does not know what the purpose is of the increase

of the country’s foreign debt by US$500 million, or it is concealing its intention from the

taxpayers who will pay this debt with interest. Thus, during and after the 2008 Presidential

and Parliamentary elections, the government implemented several large-scale projects whose

economic viability is doubtful or certainly poorly thought out (Lashkhi et al. 2008).

Economic challenges for post-war Georgia

In general, the Georgian economy stood the test of the five-day Russian–Georgian war in

August 2008 (Antonenko 2008, Cornell 2008, Jones 2008a, King 2008), even though it has to

deal with considerable difficulties in the aftermath of the conflict (Kakulia 2008). The

country suffered huge direct economic damage consisting of ruined towns, villages and infra-

structure, along with considerable environmental damage (Grigoriev et al. 2008, pp. 92–95,

Westley 2008).

At the aid conference held in Brussels under the aegis of the World Bank in October 2008,

US$4.55 billion was committed for the reconstruction of post-war Georgia. US$2 billion was

grant money, the remainder a loan. Georgia will receive these funds during 2008–2010, and

a major part of it will be spent on the reversal of economic damage caused by Russian military

aggression. In the process of remedying the damage, particular stress should be placed upon

monitoring how these funds are spent, with maximum transparency. It must be as transparent

as possible. Particular attention should be paid to the stability of Georgia’s banking system

and the national currency’s exchange rate. 11 August 2008 was the most difficult day for the

country’s banking sector. The threat of extensive Russian occupation led individuals and corpor-

ate entities to start withdrawing their savings and deposits from banks. In a few days, some

US$0.5 billion were withdrawn from the Georgian banking sector. By the end of September,

only 30% of this amount was returned to the banks.

To avoid a banking crisis, the NBG, the country’s central bank, correctly renewed commer-

cial bank refunding operations to ensure relatively cheap credit resources for the country’s

commercial banks. At the same time, the interest rate for one-week deposit certificates was

reduced from 12% to 10% (to discourage commercial banks from buying NBG securities),

and the required reserves for commercial banks was reduced from 15% to 5%. In this way

the NBG safeguarded Georgia from a major banking crisis. However, it contributed to the

growth of the overall amount of money in circulation, which results in inflationary pressures.

In other words, in choosing between bad and worse, the NBG opted for the former. Otherwise

the banking crisis might have resulted in the destruction of the whole economy.

Significant social problems resulted from the conflict, especially the increase in internally

displaced persons (IDPs). The government had to build temporary homes for newly displaced

people. These efforts, on the one hand, create additional demand for construction materials

and jobs, but on the other hand, government expenses in the construction sector will stimulate

a further growth of inflation in a short period of time because it is the government, not
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private individuals and entities, who are buying those homes. The government’s laudable plan to

distribute vouchers to the new IDPs to pay gas and electricity bills will also contribute to

inflation. The government has limited choice, which is exactly what makes the growth of

inflation so inevitable.

The inflow of foreign direct investments to Georgia has dropped significantly. Investors try

to invest in relatively safe countries rather than ones such as Georgia, which was seriously

affected by the Russian aggression. In addition, the global financial crisis drove Georgians

living abroad to reduce their remittances to their relatives living in Georgia. The country’s

huge foreign trade imbalance must be added to this mix. Imports exceed exports by four

times, so it came as no surprise that the stability of the lari exchange rate was shattered.

After the war, the IMF, acting within the terms of its stand-by arrangement, extended

Georgia US$750 million in support of the country’s macro-economic stability, of which

US$250 million had already been transferred to the NBG reserves in the fall of 2008.

Instead of allowing a gradual devaluation of the Georgian lari, the NBG attempted to ensure

an almost imperceptible devaluation by implementing regular interventions with its currency

reserves into the currency market. During a one-month period, the NBG spent some US$300

million of its hard currency reserves. As a result, the Georgian lari was devalued by only

2.5% against the US dollar. However, on the unfortunate day of Friday 7 November 2008,

the commercial banks’ demand for US dollars soared to more than US$31 million against a

zero supply on the part in the Inter-Bank Currency Exchange (IBCE). The NBG offered just

US$270,000 for sale and then quit transactions ostensibly for technical reasons. What followed

was a general panic: in a flash all cash machines were emptied of their reserves, and the cur-

rency exchange outlets drastically raised the dollar exchange rate. Many simply refused to sell

dollars and so the NBG arranged for a ‘Green Friday’ – an artificial ‘victory’ of the green US

dollar over the Georgian lari (Papava 2008b). The panic in the currency market continued on

Saturday 8 and Sunday 9 November. On Monday 10 November, when the IBCE renewed

operations, the NBG offered US$47 million for sale, thereby setting a new exchange rate for

the Georgian lari to the US dollar. Compared to the morning of the ‘Green Friday’, the lari

was devalued by 15% against the US dollar. It was only on Monday 10 November 2008 that

the NBG leadership announced that the events of 7 November had been planned in advance.

Whatever the truth, after ‘Green Friday’ people have been trying to get rid of their lari, the com-

mercial banks have been reluctant to extend loans in lari, and the overall level of dollarization

of the Georgian economy has grown dramatically. Given that imported goods occupy 80% of

Georgia’s consumer market, prices soared, causing inflation to be one of the most serious econ-

omic problems in post-war Georgia.

After the war, devaluation of the lari was inevitable. To maintain the country’s macro-

economic stability, the devaluation should happen gradually so that any panic in the currency

markets, such as the one which took place on ‘Green Friday’, can be avoided. International finan-

cial aid of US$4.5 billion, which Georgia is due to receive in 2008–2010, is a solid foundation

for preventing further dramatic drops in the lari’s value. But unless the organizers of ‘Green

Friday’ are held politically responsible for their decisions and replaced, the repetition of

similar experiments cannot be excluded (Papava 2008a). The restoration of public confidence

in the Georgian national currency depends upon good management and gradual devaluation

of the lari.

After the Russian-Georgian war in August 2008, Brussels offered Tbilisi negotiations on a

free trade agreement. The proposed transition to a free trade regime with the EU is a very impor-

tant factor for encouraging the continued flow of foreign investments into Georgia. Negotiations

on this issue between the US and Georgia are still at an embryonic stage, but the EU decided at

an Extraordinary European Council meeting in Brussels on 1 September 2008 (CEU 2008), that
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such an agreement should go ahead, provided that Georgia meets economic conditions set by

Brussels within the format of the EU Neighbourhood Policy. These include the adoption of a

new labour code, which would secure the same rights for employees as in the EU itself and

the creation of a European-style anti-monopoly and consumer rights protective legislation. A

new EU Eastern Partnership Plan, unveiled on 3 December 2008 in Brussels (CEC 2008), pro-

posed further generous financial assistance programmes and free trade deals to Georgia and four

other former Soviet states (e.g. Jowiak 2008).

The Georgian government has generally welcomed the EU’s initiative on proposals for a free

trade regime, but so far, the EU’s conditions have been ignored by the Georgian government.

Neither the Letter of Intent sent by the Georgian government to the IMF on 9 September

2008, nor the Memorandum of Economic and Financial Policies for 2008–2009 (IMF 2008)

suggest the Georgian government plans to amend the Labour Code or adopt a new European-

standard anti-monopoly and consumer rights legislation. In short, the Georgian government is

in no hurry to implement a transition to the free trade regime with the EU. This is despite the

fact that a free trade regime with the EU (Papava 2008d) is of vital importance to Georgia.

The US and the EU should take this opportunity to co-ordinate their efforts to push the Georgian

government to take more consistent steps toward Western standards, otherwise Georgia will

diminish its chances of economic integration with the EU.

Conclusion

In the sphere of economic transformation, the post-revolutionary government initially showed

the political will to establish financial order and eradicate corruption. This allowed the

country to overcome budgetary and energy crises. At the same time, the government made

numerous mistakes along the revolutionary road to market democracy, including repeated

violations of property rights.

The government’s authoritarian style and isolation at the top prevents the ruling party from

recognizing and correcting its mistakes. Economic measures taken since the Presidential and

Parliamentary elections in 2008 suggest these mistakes will be repeated. The challenges of

the post-war period must be taken into account. The question now is whether Georgia will

continue its slide toward the Russian model of ‘controlled’ or ‘sovereign’ democracy or meet

the new economic challenges with a more transparent and legally consistent approach. The

West’s role in this respect is crucial. It should no longer simply blindly trust Georgia’s president

and its parliament but monitor both strictly (Applebaum 2008).

Notes

1. See: Doing Business. Economy Rankings. Washington, DC: The World Bank Group, 2007. Available
from: http://www.doingbusiness.org/EconomyRankings/.

2. According to its architects, a liberal empire should be created not by forced armed occupation of the
former Soviet republics, but by gaining control over the main economic facilities (by acquiring and
developing assets) located on their territory. An analysis of Russian investments in the CIS countries
is presented in an article by Crane et al. (2005). In the Russian idea of a liberal empire, its developers
and executors imply non-military methods of empire creation, but not of its functioning. Here, the word
‘liberal’ should not apply (which is not surprising if the far from liberal nature of the Russian regime is
remembered) (Åslund 2005, Trenin 2005). Note should be taken of the interrelation in Russian policy in
the post-Soviet space between energy dependence and political independence (Balzer 2005). For an
ex-Soviet state, when the former increases the latter weakens (Smith 2004, pp. 5–8). It is no accident
that for Russia, together with the formation of a liberal empire, advance towards an energy empire is
of particular importance (Hill 2004).
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3. See: Armenia: Economic Hai-Lights, July 2002. Available from: http://www.bisnis.doc.gov/bisnis/
bisdoc/020809ARHaiLights.htm

4. Later in 2008 RAO EES was split up into several companies (Chubais 2008).
5. See: Vneshtorgbank priobriol kontrolnyi paket aktsii Ob’edinionnogo banka Gruzii (Vneshtorgbank

Purchases the Control Packet of Shares of the United Georgian Bank). News.ru, 18 January 2005.
Available from: http://www.newsru.com/finance/18jan2005/vnesh.html

6. See: Russian Vneshtorgbank continues Transcaucasian expansion. Armenian Diaspora.com, 31 May
2004. Available from: http://www.armeniandiaspora.com/forum/showthread.php?p¼4560

7. See: Millennium Challenge Corporation Board approves $295.3 million compact with Georgia.
Georgian Business Week, 16 August 2005. Available from: http://mca.gov/press/releases/2005/
release-081605-boardapprovesgeorgiacompact.php

References

Anjaparidze, Z., 2006a. Critics press for improved judicial independence in Georgia. Eurasia Daily

Monitor, The Jamestown Foundation, 3 (81), 26 April. Available from: http://www.jamestown.
org/single/?no_cache¼1&tx_ttnews%5Bswords%5D¼8fd5893941d69d0be3f378576261ae3e&
tx_ttnews%5Bany_of_the_words%5D¼Anjaparidze%2C%20Zaal&tx_ttnews%5Bpointer%5D¼

1&tx_ttnews%5Btt_news%5D¼31620&tx_ttnews%5BbackPid%5D¼7&cHash¼7cb96dfc73
Anjaparidze, Z., 2006b. Georgian government questioned about secret funds. Eurasia Daily Monitor, The

Jamestown Foundation, 3 (71), 12 April. Available from: http://www.jamestown.org/single/?no_
cache¼1&tx_ttnews%5Bswords%5D¼8fd5893941d69d0be3f378576261ae3e&tx_ttnews%5Bany
_of_the_words%5D¼Anjaparidze%2C%20Zaal&tx_ttnews%5Bpointer%5D¼1&tx_ttnews%5Btt_
news%5D¼31572&tx_ttnews%5BbackPid%5D¼7&cHash¼864959a53b

Anjaparidze, Z., 2006c. Russia continues to press Georgian wine industry. Eurasia Daily Monitor, The

Jamestown Foundation, 3 (77), 20 April. Available from: http://www.jamestown.org/single/
?no_cache¼1&tx_ttnews%5Bswords%5D¼8fd5893941d69d0be3f378576261ae3e&tx_ttnews%5
Bany_of_the_words%5D¼Anjaparidze%2C%20Zaal&tx_ttnews%5Bpointer%5D¼1&tx_ttnews%
5Btt_news%5D¼31602&tx_ttnews%5BbackPid%5D¼7&cHash¼0fd9fc187d

Antonenko, O., 2008. A war with no winners. Survival, 50 (4), 23–36.
Applebaum,A., 2008.Getting pastmythmaking inGeorgia.WashingtonPost, 20November.Available from:

http://www.washingtonpost.com/wp-dyn/content/article/2008/11/19/AR2008111903533.html
Areshidze, I., 2007. Democracy and autocracy in Eurasia: Georgia in transition. East Lansing, MI:

Michigan State University Press.
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VLADIMER PAPAVA

The “Rosy” Mistakes of the IMF  
and World Bank in Georgia

Abstract: The author criticizes the Georgian president for corrupt, populist, 
and incompetent economic policies and the IMF and World Bank for con-
niving at these policies for unprofessional reasons.

There is constant discussion in the academic literature of the role and signifi-
cance of the institutions of the Bretton-Woods system and especially of the 
International Monetary Fund (IMF) in the world economy and in individual 
countries. The question of reforming the IMF becomes especially topical 
after the start of each more or less large-scale financial crisis. So it was after 
the crisis at the end of the 1990s1; and this problem continues to be discussed 
today.2 The need to reform international financial institutions and the IMF in 
particular is not only acknowledged by the latter: it has become one of the 
priorities in the work of the IMF under conditions of financial crisis.

In order to work out a strategy for transforming these institutions, it is nec-
essary to know about the mistakes that they have made in various countries of 
the world. In the context of postcommunist transformation, analysis of their 
activity in the countries of the former Soviet Union is of special interest.3 
Unfortunately, emphasis is usually placed on the activity of the IMF and not 
on that of the World Bank.
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Of the post-Soviet countries, it is Georgia that has suffered the deepest 
economic decline.4 Far from all of the economic transformations conducted 
there have been justified and effective.5 IMF programs occupy a special place 
in the reform of the Georgian economy. Despite numerous miscalculations,6 
important economic successes have been achieved on the basis of these 
programs.7

In the present article, which is a continuation of a seven-year-old 
investigation,8 I analyze the period since the “Rose Revolution.” Besides 
the activity of the IMF, I examine the work that the World Bank has done 
throughout this period.

First, it is necessary to emphasize that the functions of these financial 
institutions are strictly divided. The main focus of the IMF’s activity is 
macroeconomic stability, while the programs of the World Bank are aimed 
at economic reforms in general, at institutional transformation, and at devel-
opment of infrastructure and of sectors of the economy. Despite this division 
into spheres of activity, certain issues belong simultaneously to the fields 
of macroeconomic policy and institutional transformation; these, naturally, 
require joint consideration.

While before the “Rose Revolution” members of the IMF mission simply 
offered the government of Georgia erroneous recommendations, since 2004 
both the IMF and the World Bank have looked at the transformations carried 
out by the Georgian government (including its mistakes) only through “rose-
colored spectacles” and seen them in a rosy light.9 On this basis, the mistakes 
of the IMF and World Bank may be called “rosy.”

After 1999, due to the inert character of the Georgian government, the in-
ternational financial institutions (and not they alone) lost hope in the ability of 
Georgia to return to the path of economic reform. The efforts of the Georgian 
government in the area of planning and implementing the state budget looked 
quite hopeless. Endless sequestrations made it completely obvious that the 
government lacked sufficient political will to fight corruption and that it was 
therefore unable qualitatively to change the situation with regard to tax collec-
tion. As a result, the IMF halted cooperation with Georgia in summer 2003; this 
also led automatically to curtailment of the program of the World Bank.10

It must be regarded as a special achievement of the postrevolutionary 
government that it acquired the necessary political potential and imposed 
financial order. Even in 2004 tax revenues doubled, and the growth prom-
ised to be stable. This success, which was accompanied by declarations of 
adhesion to democratic values, made a very strong impression on countries 
and international organizations that were friendly to Georgia. The result was 
that the IMF renewed its program in Georgia, and this was followed by an 
analogous decision of the World Bank.
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The success in fiscal policy (before the revolution it had been the govern-
ment’s “Achilles’ heel”)—the upward leap in budgetary revenues—weakened 
the influence of the international financial institutions over the Georgian 
government. The staff of the IMF mission considered that the government 
was coping successfully with the mobilization of budgetary revenues and that 
recommendations on this matter from the IMF might even be superfluous. 
Furthermore, while before 2004 the IMF had literally prevented the Georgian 
government from changing the tax code, in 2004 it no longer blocked a reduc-
tion in the tax burden, which came into effect in 2005.11

Of special significance in this context was a conflict between the Georgian 
government and the heads of the IMF mission that became extremely acute 
in spring 2005 and was connected mainly with the existence of extrabudget-
ary accounts. This conflict culminated in the complete victory of the prime 
minister of Georgia, who in May 2005 visited Washington and demanded 
that the IMF leadership replace the acting head of the mission. The profes-
sionalism of the head of the mission could hardly be doubted: his demands 
had been justified. Nevertheless, he was recalled. This was a serious warn-
ing to all members of the mission and to its new head: any conflict with the 
Georgian government might put a sorry end to the career of any one of them. 
The permanent representative of the IMF in Tbilisi eventually managed to 
establish cooperation with the Georgian government in a form acceptable to 
both sides, and his stay in Georgia was extended twice—something that hap-
pens extremely rarely in IMF practice. Naturally, after this episode members 
of the IMF staff did not find it in their interest to enter into serious conflict 
with the Georgian government.

At the beginning of autumn 2007 the IMF program came to an end, and 
the government had no plans to start a new program. Only after the Russian–
Georgian conflict in August 2008 did the IMF renew cooperation with the 
Georgian government.

Extrabudgetary accounts

Almost immediately after the “Rose Revolution,” extrabudgetary accounts 
were created in the name of the force structures; former state officials who 
were accused of corruption paid so-called freedom charges into these accounts 
after their arrest. It was considered that in this way people exposed as corrupt 
returned stolen money and property to the state, while the state gained an ad-
ditional source of revenue. To be fair, it should be noted that only part of the 
“freedom charges” ended up in these accounts; the rest accumulated on the 
revenue side of the state budget.

It is of special importance that the spending of extrabudgetary funds was 
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a prerogative of the government and was not subject to public oversight: 
information about extrabudgetary accounts was not available to parliament, 
to the Audit Chamber of Georgia, or to the mass media. Only the magnitude 
of corresponding accruals to the state budget was therefore known, while 
the volume of funds in extrabudgetary accounts was not even susceptible to 
expert assessment.

It is clear that such a practice cannot ensure a stable source of revenue. 
Initially collections were more or less successful, but then the amounts col-
lected from officials declined significantly. So the government switched its 
attention to business, compelling businessmen to pay so-called voluntary 
contributions into the extrabudgetary accounts.12

It is necessary to acknowledge that the system of extrabudgetary accounts 
was first used in Georgia as early as 1992. One of the chief measures initiated 
by the IMF in the second half of 1994 was to ensure that by 1995 all such 
accounts should either be made part of the budget or be eliminated. Against 
this background, it was unexpected that the IMF should close its eyes to the 
reopening of such accounts after the “Rose Revolution.” Unofficially the 
situation was explained in the IMF as follows: “If extrabudgetary accounts 
will help to reduce the level of corruption in the country, then so be it!” They 
seemed a lesser evil by comparison with bribery. But the IMF was mistaken 
in supporting the existence of a potentially corrupt and opaque institution.

Only after businessmen began to be pressed for “voluntary contributions” 
did the IMF demand that the Georgian government abolish extrabudgetary 
accounts. The greatest and most prolonged resistance to this came from the 
Ministry of Defense, whose extrabudgetary account was closed last—in the 
spring of 2006. As for the World Bank, despite its work against corruption it 
did not react in any way to the existence of extrabudgetary accounts.

Systematic violation of property rights

The greatest mistake made by the postrevolutionary government has been its 
encroachment on the right to private property.13 People have been compelled 
by pressure from the force structures “voluntarily” to cede their property 
to the state. This process has been carried out under the cover of so-called 
deprivatization, which is allegedly designed to correct the mistakes made 
in the course of privatization up to 2004—that is, under the Shevardnadze 
administration. In fact, there has been a redistribution of property in favor of 
businessmen who have close connections with the authorities. In this case 
too, however, the World Bank has not reacted in any way.

True, the permanent representative of the IMF in Tbilisi has pointed out 
the impermissibility of violations of property rights.14 He did so, however, 
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in an extraordinarily mild form and his statement had no consequences of 
any kind.

The selling off of state property

The large-scale privatization that was begun in 2004 has involved the violation 
of legislation. It is precisely by such means that Russian, Kazakh, and Arab 
capital has entered Georgia. Often a contract concluded between the state 
and a new private owner has indicated a sum that is only a small fraction of 
that originally announced. In the privatization of power engineering plants, 
for example, the Czech company Energo-pro declared that it would pay $312 
million for ownership rights, but later the sum indicated in the contract was 
just $123 million.15 Not infrequently, firms with dubious founders and dubious 
capital were created for the purpose of privatizing certain objects, and it was 
precisely these firms that won the corresponding tenders.

In some cases, another state became the owner of Georgian state property 
(for instance, after the sale of Tbilisi Gas [Tbilgaz] its owner became a state 
company of Kazakhstan); this cannot be considered privatization. Unfortu-
nately, however, no one has heard the World Bank’s opinion on this matter, 
although privatization is one of the most important issues for it.

Restriction of competition

After the “Rose Revolution” state institutions started to be dismantled, thereby 
weakening the Georgian state. In particular, at the end of 2004, in the frame-
work of the reforms being conducted, the state antimonopoly service was 
abolished, and this contributed to growing monopolization of the market.

In October 2007, at a session of the government, the president of Georgia 
entrusted the function of antimonopoly regulation of the markets in salt, sugar, 
and other commodities to the Ministry of Internal Affairs.16 This is complete 
nonsense, because this function has no connection with the work of the police 
or of the state security service. (Another curious incident of this sort occurred 
in spring 2006, when the president instructed the minister of defense to look 
for markets for the sale of Georgian wine.) This too, unfortunately, failed to 
attract the attention of the World Bank.

Manipulation of statistical data

Up to 2004 the State Department of Statistics (SDS) was directly subordinated 
to the country’s president. In 2004 the department was incorporated into the 
Ministry of Economic Development; this is absurd, for it means that the gov-
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ernment not only works out and implements one or another economic policy 
but also publishes statistical information about the degree of success of this 
policy.* As a result, the statistical service now performs the same political 
function in Georgia as it did in the Soviet Union.

In August 2006, the SDS reported that the annual inflation rate as of July 
was 14.5 percent. The country’s central bank—the National Bank of Georgia 
(NBG)—and the government were rightly criticized by the permanent repre-
sentative of the IMF in Tbilisi. But as a result the government dismissed the 
chairman of the SDS and the official who succeeded him was instructed by the 
prime minister gradually to “lower” the inflation indicators. The government 
declared that as of December 2006 the inflation rate in Georgia had fallen to 
8.8 percent; formally this satisfied the IMF requirement that the rate should not 
reach double figures. Apart from the government, no one in Georgia believed 
the official inflation estimate, but the IMF not only made no protest at this 
“solution” to the inflation problem but even gave a positive appraisal of the 
work of the NBG and of the Georgian government as a whole.

Populism of the government

Unfortunately, after the revolution the Georgian government started to carry 
out populist economic programs, leading in practice to rising inflation. A spe-
cial place among these programs is occupied by measures that have the noble 
aim of increasing employment: employers are required to place unemployed 
people in their firms for a period of three months with the state paying their 
wages, which rose from 150 lari per month in 2006 to 200 lari in 2007–8. As 
a result, tens of millions of lari have been spent from the state budget, but only 
a few individuals have obtained long-term employment. In the majority of 
cases, the employer and the unemployed person reach an understanding: the 
former is willing to sign any document stating that a specific person really is 
going to work and doing something in his firm, while the unemployed person 
is glad to receive 450 lari (later 600 lari) over three months for doing nothing. 
Some employers agree to sign the corresponding documents only if they are 
given half of the sum received from the state. As a result, the work placement 
program amounts to an unemployment benefits program. The additional money 
released onto the consumer market has, of course, fueled inflation. Moreover, 
before the elections the government initiated a program for students to clean 
up the city; this also added to inflation. Over the winter of 2007–8 the popula-
tion was given vouchers, paid for from the state budget, for the purchase of 

*In Georgia, as in other post-Soviet states, the government under the prime minister 
is distinct from the president.—Trans.
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various commodities, and the level of inflation rose even higher. And although 
controlling inflation is one of the most important functions of the IMF, it has 
not responded with any warnings to the government.

A taxation oddity

In 2006, on the initiative of the president, the 20 percent social tax and the 
12 percent income tax became a single income tax set at 25 percent.17 The 
corresponding change in the taxation code entered into force in 2007. As the 
income tax and the social tax are calculated on different bases (the income 
tax is deducted from wages, while the social tax is based on the wage fund), 
it is impossible in principle to combine them, and it is hard to imagine the 
specialists at the IMF not knowing about this. In essence, the social tax on 
employers was abolished while the income tax on employees was increased 
from 12 percent to 25 percent.

Program to overcome poverty

As early as 2003, a program of economic development and poverty reduc-
tion was prepared and affirmed by the president; it then had strong approval 
from the IMF, World Bank, and other international institutions, which had 
participated actively in its preparation.18 But the government at that time was 
quite incapable of functioning and did not even begin to implement this pro-
gram. The new authorities, rejecting everything done before them, assigned 
it to oblivion for four years. Nevertheless, both the IMF and the World Bank 
publicly declared that they were assisting in the implementation of a poverty 
reduction program in Georgia. Moreover, in September 2007 the IMF even 
announced that the program had been successfully completed. This was prob-
ably far from being the case, considering that in 2008 the authorities declared 
anew the start of the fight against poverty. However, it is a mere formality to 
call the preelectoral program under the slogan “A United Georgia Without 
Poverty!” a “program” at all, inasmuch as the document contained only ad-
jurations, spread over several pages.19

A free economic zone—an economic trap

The idea of a free economic zone (or an economic space in which privileges 
of various sorts are granted that do not apply in the rest of the country) is as-
sociated with the name of Aslan Abashidze, the former leader of Ajaria. Under 
conditions of economic liberalization the creation of a free economic zone is 
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superfluous,20 but neither Abashidze nor the postrevolutionary government 
took this into account.21

The situation is complicated by the fact that the Georgian economy is cur-
rently suffering from an investment “famine.” To create a free economic zone 
under these conditions (the authorities have decided to put this idea into effect 
in the port city of Poti) will exacerbate the shortage of investment, thereby 
impeding economic development as a whole. Both foreign and domestic 
investors will put money only into the free economic zone around Poti. And 
this means that the economic development of Poti and the adjacent areas will 
take place at the expense of the rest of Georgia.22

The IMF specialists held a seminar for those government ministers and 
members of parliament who are responsible for making economic policy, 
devoted to the negative consequences of creating free economic zones in 
countries suffering from an investment “famine.” They recommended in a 
mild manner that the Georgian government should not create a free economic 
zone, but no heed was taken of them.

Why has the IMF, in dealing with this problem, acted behind the scenes 
rather than publicly? After all, it had a joint program with the Georgian gov-
ernment that allowed it to convey its demands more firmly. As later became 
clear, one of the experts of the World Bank, even before the seminar was held, 
had given the authorities in the name of the bank a positive recommendation: 
the IMF wished to avoid an institutional confrontation with the World Bank. 
In this way, the economic interests of Georgia received short shrift.

Rejection of an independent central bank

As early as spring 2006, the Georgian government intended to curtail the 
powers of the National Bank of Georgia (NBG) and to this end prepared 
draft amendments to the law on the NBG, designed to transfer the function 
of banking oversight to an agency specially created for this purpose. These 
plans could not be carried out due to resistance from the directors of the 
NBG and from the parliamentary committee for finance and budget. In spring 
2008, when the president of the NBG had retired and his duties were being 
performed by the vice president, the government seized the moment and 
(despite the opposition of the parliamentary committee) deprived the NBG 
of the power to exercise banking oversight, leaving it the sole function of 
regulating inflation. The IMF voiced in a memorandum the modest request 
not to violate the independence of the NBG. But no one was obliged to 
take any notice because by spring 2008 the IMF no longer had a program 
in Georgia.
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Emission of Eurobonds and increase in the country’s foreign 
debt

After the “Rose Revolution” there was stable growth in revenues to the state 
budget. Nevertheless, in spring 2008 the government made an emission of 
Eurobonds, thereby increasing the country’s foreign debt by $500 million.23 
The Georgian government has never stated the purpose of this borrowing, 
and so the taxpayers, who will have to repay 7.5 percent of the total credit 
each year up to 2013, remain ignorant of the plans for spending the borrowed 
money. Alas, neither the Georgian government nor the IMF has given any 
sort of explanation of this senseless emission.

“Green Friday”

After the “Rose Revolution” the Georgian economy began to fall sick with 
one of the varieties of “Dutch disease.”24 A substantial inflow of foreign 
currency resulted, above all, from the growth of foreign direct investment 
(FDI) and from monetary transfers by Georgian citizens living abroad.25 
In autumn 2008, with the start of the global financial crisis, these sources 
dried up. The Georgian–Russian military conflict in August 2008 also had a 
negative effect on FDI.26 It became obvious that objective conditions neces-
sitated devaluation of the national currency. But instead of carrying out a 
gradual devaluation of the lari, the NBG held the exchange rate practically 
unchanged for forty days, expending a fifth of its foreign currency reserves 
in the process.

On Friday, November 7, 2008, the exchange rate of the dollar flew up: in 
the morning a dollar cost 1.44 lari; by the evening the cash machines were 
empty and the exchange rate at the currency exchange points stood at 1.65, 
although no one was selling dollars. After completion of the first deal, trad-
ing at the Interbank Currency Exchange (ICE) was halted, supposedly for 
technical reasons; this caused a panic.27

With four times as many imported as domestically produced goods on Geor-
gia’s consumer market, “Green Friday” brought about a rise in prices, because 
importers did not understand what further steps the NBG would take.

In October 2008, a conference took place in Brussels under the aegis of 
the World Bank at which it was decided to allocate Georgia $4.55 billion in 
financial aid ($2 billion as grants, the rest as loans). This money is intended 
to cover the economic and social losses borne by Georgia as a result of the 
August war.28 For its part, the IMF also allocated $750 million for the purpose 
of macroeconomic stabilization.29 Such a substantial inflow of foreign currency 
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in principle excludes the possibility of a currency crisis in Georgia, but, unfor-
tunately, the country is not insured against a repetition of “Green Friday.”30

* * *

Whether the postrevolutionary transformations in Georgia were real reforms 
or simply the destruction of previous institutions (as, for instance, in the 
case of the antimonopoly service), with the assistance of the international 
financial organizations all of them were eventually called reforms, and one 
of the agencies that issues international business ratings moved Georgia up 
from one-hundred twelfth to thirty-seventh, then to eighteenth, and finally to 
fifteenth place.31 But the prudent entrepreneur will hardly prefer to do business 
in Georgia, where elementary property rights are not protected, rather than 
in Sweden or Germany, which the same rating agency assigns to seventeenth 
and twenty-fifth place, respectively. Ratings are, as a rule, determined on the 
basis of information obtained from expert surveys, and these take no account 
of the problems that I have examined in this article.

For Georgia, as for any other country, it is important that the international 
financial institutions should not only patch up holes in the state budget but 
also provide competent advice. And, obviously, harm is done to a country 
when they acquiesce in mistakes made by its government. Although I do not 
doubt for a second that there are qualified specialists at the IMF and World 
Bank, the experience of postrevolutionary Georgia bears witness to the need 
to reform these institutions: their work should be guided primarily by profes-
sional values and not by considerations of any other kind.
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Governance 5.75 5.50 5.50 5.50 5.50 5.50 5.50 5.50 5.50 5.25

Judicial Framework 
and Independence 4.75 4.75 4.75 4.75 4.75 5.00 5.00 5.00 5.00 5.00

Corruption 5.50 5.00 5.00 5.00 5.00 4.75 4.50 4.50 4.50 4.50

Democracy Score 4.86 4.68 4.79 4.93 4.93 4.86 4.82 4.75 4.68 4.64

NOTE: The ratings reflect the consensus of Freedom House, its academic advisers, and the author(s) of this 
report. The opinions expressed in this report are those of the author(s). The ratings are based on a scale of 1 to 7, 
with 1 representing the highest level of democratic progress and 7 the lowest. The Democracy Score is an 
average of ratings for the categories tracked in a given year.

Georgia
by Lincoln Mitchell
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Executive Summary

Civil war and two separatist conflicts impeded the establishment of 
healthy democratic institutions during Georgia’s first 12 years of post-
Soviet independence. In 2003, flawed parliamentary elections sparked a 

campaign of street protests known as the Rose Revolution, forcing President Eduard 
Shevardnadze and his Citizens’ Union of Georgia (CUG) out of office and clearing 
a path to government for opposition politician Mikheil Saakashvili and the United 
National Movement (UNM) in the new elections that followed.

President Saakashvili’s administration introduced important economic 
reforms, developed infrastructure, and made notable progress in battling corruption 
during its first years in office. However, the UNM government failed to create 
the strong democratic institutions it had promised. Power remained concentrated 
in the executive branch at the expense of transparency, inclusiveness, judicial 
independence, and as the years passed, civic and media freedoms as well. In 2008, 
Saakashvili was provoked into a brief but costly war against Russia that resulted in 
the Russian occupation and recognition of the separatist territories of Abkhazia and 
South Ossetia.

The UNM dominated Georgian politics from 2004 until 2012, when growing 
dissatisfaction with the ruling party’s consolidation of power led to a groundswell 
of support for the opposition Georgian Dream (GD) movement, founded by 
billionaire Bidzina Ivanishvili. The GD defeated the UNM in the October 2012 
parliamentary elections, and Ivanishvili became prime minister, marking Georgia’s 
first-ever orderly and democratic transfer of power. Saakashvili served out his second 
and final term as president, and an election in October 2013 awarded the presidency 
to the GD’s Giorgi Margvelashvili. In addition, constitutional amendments passed 
over the preceding years took effect, shifting power from the presidency to the prime 
minister and Parliament. Prime Minister Ivanishvili, who had previously pledged 
to leave office as soon as Georgia was “out of danger,”1 resigned that November and 
was replaced by Internal Affairs Minister Irakli Garibashvili.

The GD took several steps to fulfill its campaign promises in 2013, pushing 
through legislation to strengthen judicial and media independence, a controversial 
amnesty law that eased substantial overcrowding in the country’s prisons, and an 
amended labor code designed to meet international standards.

The controversial investigation and prosecution of former UNM officials for 
alleged bribery and abuse of office that began in late 2012 continued through 2014, 
peaking with the July indictment, in absentia, of former president Saakashvili. 
Critics of the GD government portrayed the prosecutions as an abuse of the judicial 
system, while supporters characterized them as an effort to bring the rule of law 
back to Georgia.
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Also in 2014, local elections were held in June, with 11 cities directly electing 
mayors for the first time. Tbilisi had already done so in 2010. The voting was 
assessed as reasonably free and fair, but not without accusations of abuse of power 
by the GD.2 The ruling party won the elections across the board, but by relatively 
modest margins.

In early November, popular Defense Minister Irakli Alasania was fired amid an 
investigation of his ministry, sparking more accusations that the government was 
using prosecutions for political purposes. Following Alasania’s dismissal, Foreign 
Minister Maia Panjikidze and Minister for European and Euro-Atlantic Integration 
Aleksi Petriashvili resigned. 

National Democratic Governance. During 2014, new laws were passed to 
protect minority rights and reduce surveillance, though critics argued that they 
were insufficient. Parliament continued to expand its role in lawmaking and 
governance. However, tension between the prime minister and president regarding 
their respective powers persisted, and the sudden departure of the ministers of 
defense, foreign affairs, and European and Euro-Atlantic integration in November 
raised questions about the stability of the government. Georgia’s rating for national 
democratic governance remains unchanged at 5.50.

Electoral Process. Local elections held in June were considered relatively free 
and fair, with a total of 12 cities directly electing their mayors. However, the GD 
expanded its dominance of elected offices, winning control of every local legislature 
and succeeding in every mayoral election. Observers noted some violations during 
the campaign, including abuse of administrative resources, as well as persistent 
barriers to participation by minorities. Georgia’s electoral process rating remains 
unchanged at 4.50.

Civil Society. Civil society organizations continued to play an important role in 
Georgia’s political and democratic development in 2014. They acted as valuable 
watchdogs and engaged in several successful advocacy campaigns around issues such 
as surveillance and human rights. The prime minister repeatedly made statements 
that were very critical of civil society, but the government took no serious steps to 
restrict activism. Georgia’s civil society rating remains unchanged at 3.75.

Independent Media. Georgia’s media outlets have grown somewhat more 
independent from their owners and collectively carried a diversity of political 
views and opinions during the year, though partisan bias remains a problem. As 
with civil society, the prime minister made statements that suggested a degree of 
contempt for the press, but the government did not seek to translate these views 
into practical restrictions on media operations. Georgia’s independent media rating 
remains unchanged at 4.00.
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Local Democratic Governance. An amended code on local self-government was 
adopted in February, increasing the autonomy of several cities, and the subsequent 
elections in June brought more democracy to the local level than had ever been 
experienced in the past, with more mayors directly elected and multiple parties 
represented in local legislatures. However, local self-governance bodies still have a 
limited ability to raise and spend money, as most power remains concentrated in 
the central government. Georgia’s local democratic governance rating improves from 
5.50 to 5.25.

Judicial Framework and Independence. Although the human rights 
environment in Georgia has improved in recent years, including with respect 
to prison conditions, the spate of prosecutions and investigations aimed at the 
government’s political opponents continued to stoke concerns about the rule of law 
during 2014. An antidiscrimination law passed in May included protections for 
sexual orientation and gender identity, but a track record of enforcement had yet 
to be established. Georgia’s rating for judicial framework and independence remains 
unchanged at 5.00.

Corruption. Aggressive enforcement of anticorruption policies during the period 
of UNM government greatly reduced low-level graft, most notably in the civil service, 
but a number of problems persist. Following the 2014 local elections, some civil 
servants were reportedly forced to resign, replaced by individuals without formal 
qualifications. Payment processes in the public sector lack transparency, as do certain 
large government tenders. Georgia’s rating for corruption remains unchanged at 4.50.

Outlook for 2015. Several major factors will shape Georgia’s political and 
democratic trajectory in 2015. The first is the continued fallout from the cabinet 
shakeup that occurred in November 2014. It is possible that as new ministers 
take office, the government will regain its stability, and former defense minister 
Alasania and his allies in the Our Georgia–Free Democrats party will become a 
major opposition force. However, it is also possible that the government will target 
the three former ministers with criminal prosecutions.

In 2014, Georgia continued, albeit slowly, to roll back some of the limits on 
civil liberties from the UNM era, but the GD government frequently complained 
about the media and civil society. If these complaints are turned into government 
actions or restrictive legislation in 2015, Georgia will begin to reverse the advances 
it has made over the last two years.

The influence of informal political power, specifically that of former prime 
minister and GD founder Bidzina Ivanishvili, threatens to weaken Georgia’s 
formal institutions of government. Ivanishvili, who currently holds no elected or 
appointed office, has been a behind-the-scenes actor since resigning in late 2013. 
He appeared to be assuming a larger role in November 2014, when the changes to 
the cabinet occurred, as he made more media appearances and public statements 
than in previous months.
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Main Report

National Democratic Governance 
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

5.50 5.50 5.75 6.00 6.00 5.75 5.75 5.50 5.50 5.50

After a two-year period of considerable political change, conditions were relatively 
stable in 2014. The complicated cohabitation of a Georgian Dream (GD) prime 
minister and a United National Movement (UNM) president had ended in late 
2013 with the completion of President Mikheil Saakashvili’s second term.3 There 
were no national elections in 2014, and for the first time since 2011, Georgia 
started and ended the year with the same prime minister and president. 

However, this stability was threatened in early November, when Defense 
Minister Irakli Alasania was dismissed and two other cabinet members, Foreign 
Minister Maya Panjikidze and European and Euro-Atlantic Integration Minister 
Aleksi Petriashvili, resigned in protest. Alasania’s Our Georgia–Free Democrats 
party quit the GD coalition, leaving it with a narrow majority in Parliament.

In addition, the constitutional division of executive power remained a matter 
of dispute.4 Prime Minister Irakli Garibashvili and President Giorgi Margvelashvili, 
despite being members of the same GD coalition, feuded for much of the year over 
issues of jurisdiction regarding various functions of government as well as specific 
duties, such as signing a European Union (EU) Association Agreement in June and 
representing the country at the UN General Assembly in September. Garibashvili 
exercised influence over issues—including the naming of ambassadors—that are 
not, strictly speaking, part of his constitutional mandate.

By the end of 2014, President Margvelashvili had moved closer to establishing 
an independent political profile. Notably, he vetoed a controversial bill aimed at 
postponing the dismantling of the previous government’s surveillance systems,5 
and in November he gave an important speech in Parliament, staking claim to his 
autonomy and calling for further democratic reform in Georgia.6

The prime minister is clearly the head of government and the more powerful of 
the two executive leaders, but the ongoing ambiguity underscores both structural 
problems with Georgia’s political institutions and the enduring importance of 
informal political power. The role of informal power is particularly acute with regard 
to former prime minister and GD founder Bidzina Ivanishvili, who left office in late 
2013 but personally chose both his successor and the GD candidate for president. 
Ivanishvilli’s true influence in Georgia is a matter of much speculation, but he 
remains a key figure in politics, especially on issues of major significance, despite 
having no position in the government.

Also during 2014, Parliament continued to solidify its important role in 
legislation and policymaking. The legislature had atrophied to little more than an 
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extension of presidential power in the latter years of UNM rule, but this trend 
has been reversed over the last two years. There are genuine political debates and 
influential minority voices in Parliament, though it is controlled by the GD and its 
powerful speaker, David Usupashvili.

Parliament is increasing its ability to hold the government accountable and 
obtain official information, but its relationship with the public is not as clear. The 
150-seat body uses a mixed electoral system, with 73 members elected in single-
member districts and 77 through nationwide proportional representation. Once 
elected, many members have little contact with their constituents, particularly 
if they were elected on the national list, or with representatives of civil society. 
Moreover, because the GD has a majority, the opposition UNM can provide 
some oversight and draw attention to problems but it can very rarely craft or pass 
legislation.

As noted above, the GD government has been slow to dismantle the 
widespread surveillance systems put in place by its UNM predecessor. A civil society 
campaign called “This Affects You” worked throughout 2014 to draw attention to 
the problem and pressure the government to change the laws on surveillance of 
various kinds. This resulted in an August 2014 law that strengthened constitutional 
safeguards and brought Georgia’s legal framework closer to European standards.7 
Full implementation of this law will be essential for the country’s democratic future. 
There has been increasing concern about the government’s commitment to the spirit 
of the legislation, as amendments passed in December effectively weakened it.8

The government continued to grapple with other aspects of the UNM legacy 
in 2014. On 28 July, the prosecutor’s office filed charges against former president 
Saakashvili. The charges, which were expanded after the initial filing, ranged from 
abuse of power and misuse of government resources to improperly using force 
to break up peaceful demonstrations in 2007.9 The case, combined with arrests 
and detentions of several other high-ranking former officials, including former 
Tbilisi mayor Gigi Ugulava in July,10 has led many foreign observers to accuse 
the government of engaging in a political witch hunt, or of being obsessed with 
punishing the previous administration. This view is buttressed by the high level 
of partisan rancor that still characterizes Georgian politics, with the ruling party 
regularly claiming that the opposition is seeking to disrupt political life,11 and 
the opposition attempting to portray the government as authoritarian. Although 
the charges do raise concerns regarding selective punishment and the potential 
consequences for future rotations of power, the GD faces the difficult task of 
balancing these concerns with the need to address genuine elements of criminality 
in the late UNM period.

Questions of political stability are complicated by the breakaway territories 
of Abkhazia and South Ossetia. Both are de jure parts of Georgia and recognized 
as such by the overwhelming majority of the international community. Georgia, 
however, exercises no sovereignty over either territory in practice. Instead, they are 
occupied and supported by Moscow, which endorses their claims to be independent 
states. In 2014, Russia signed treaties with the two entities that will strengthen its 
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control. Georgia and Russia fought a brief but intense war over Abkhazia and South 
Ossetia in 2008, and the possibility of another conflict cannot be ruled out.

Russia’s moves have been designed in part to hamper Georgian integration with 
Euro-Atlantic institutions, but the Kremlin’s invasion of Ukraine in early 2014 for 
similar reasons appeared to reinforce Georgia’s long-standing policy orientation. In 
late June, the country signed its Association Agreement with the EU as planned.

 

Electoral Process
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

4.75 4.50 4.75 5.25 5.25 5.00 5.00 4.75 4.50 4.50

Local elections were held in Georgia on 15 June 2014, with runoffs occurring 
through mid-July. The governing GD bloc swept the polls, winning control of 
every local legislature in the country. In addition, GD candidates won every directly 
contested mayor’s race, including in Tbilisi, where David Narmania defeated UNM 
candidate Nika Melia in a runoff.

The period leading up to the elections featured active campaigning by the five 
major parties. However, while the contest was considered relatively free and fair, it 
was never viewed as particularly competitive, with most observers recognizing that 
a victory for the GD was a foregone conclusion. The ruling bloc received only about 
51 percent of the overall vote, but no other political grouping was in a position to 
mount a serious challenge. This represented a repetition of the pattern set by the 
UNM, which also controlled virtually all executive offices and legislatures for much 
of its time in power.

The preelection period was not without incident. GD rhetoric, particularly 
from the prime minister, was occasionally extreme and suggested that the 
government sought to destroy rather than simply defeat the UNM. Garibashvili 
said cohabitation would always bring “wrangling and sabotage,” warned that it 
would be “damaging” for the population of a municipality if a non-GD party 
won control, and insisted that “we will not allow victory of any other political 
force in any self-governed city and municipality.”12 Although these comments were 
made in the heat of an election campaign, it is not hard to see how they could be 
interpreted as something more than mere rhetoric. The use of the word “allow” 
suggested a willingness to take extraordinary measures. The UNM asserted that 
the GD engaged in widespread harassment of opposition activists throughout the 
election period, though this was not supported by independent observers.

An election monitoring report by three prominent Georgian nongovernmental 
organizations (NGOs)—the International Society for Fair Elections and 
Democracy (ISFED), the Georgian Young Lawyers’ Association (GYLA), and 
Transparency International (TI) Georgia—stated that campaign violations such as 
abuse of administrative resources, vote buying, voter intimidation, and detention of 
political activists were less common than during the 2012 parliamentary campaign, 
but much more common than during the 2013 presidential race.13 The monitors’ 
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evaluation of election day itself was less mixed and indicated that the local elections 
were generally well run. They noted that most reported violations “were of a 
procedural nature.”14

Of the three sets of nationwide elections over the past three years, only the 2012 
legislative elections were competitive to the point that they resulted in a rotation 
of power, as the then opposition GD defeated the UNM. That balloting occurred 
in a climate of media restrictions and harassment of the opposition, but the results 
were broadly accepted by the Georgian people, not least because then president 
Saakashvili accepted his party’s defeat and successfully urged the rest of the UNM 
to do the same. Both the 2012 and 2013 elections were generally evaluated as free 
and fair, particularly the presidential election.

There are no formal mechanisms that limit the freedom of Georgia’s voters. The 
media, while not always independent, are diverse enough that different views can be 
expressed, and candidates are allowed to campaign relatively freely. The military and 
domestic security forces do not overtly intimidate voters. However, the belief that 
casting ballots against the government will create problems for individual voters 
is not easy to dispel, particularly among older citizens. This creates a structural 
advantage for the ruling party that can only change over time and with proactive 
government policies.

Because Abkhazia and South Ossetia are effectively controlled by Moscow and 
have not been part Georgia’s political life for years, citizens living there have no way 
to vote in Georgian elections. Moreover, residents of these territories who are not 
ethnic Georgians have little interest in Georgia’s elections. People displaced from 
the territories and living elsewhere in Georgia are able to vote in national elections.

Elections remain dominated by ethnic Georgians. Few representatives of the 
minority Armenian or Azerbaijani populations run for office, and there are still some 
barriers to participation by these groups. A 2014 preelection observation group 
from the National Democratic Institute (NDI) noted “an element of disregard 
for minority rights.” Citing the U.S. State Department’s human rights report on 
Georgia, the observers said “there continue to be political, civic, economic and 
cultural obstacles to the integration of ethnic minorities. Several religious minorities 
have reported on restrictions on their right to assemble and insufficient government 
responses to their persecution. Many minorities continue to lack Georgian-language 
skills, which makes their participation in elections difficult.”15 

Civil Society
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

3.50 3.50 3.50 3.75 3.75 3.75 3.75 3.75 3.75 3.75

Georgia has a vibrant civil society in which NGOs enjoy a strong degree of political 
freedom, are able to criticize the government without fear of repercussions, and at 
times play an important role in holding the government accountable and producing 
information that is useful for the media, the government, and society in general. In 
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addition to a broad range of NGOs, the Orthodox Church is an important actor 
in Georgian civil society. Labor unions, formal business-based groups, and other 
interest groups remain comparatively weak.

Although NGOs are fairly strong, funding sources are largely limited to 
foreign donors and a handful of wealthy Georgian individuals, including, most 
significantly, former prime minister Ivanishvili. He remains by far the richest man 
in the country and is a major contributor to various philanthropic causes, as well as 
to his own NGO, Citizen.

The legal environment allows for civil society to work without harassment. 
Laws regarding foreign funding and registration are not onerous. Notably, 
several NGOs, such as Georgia’s Reforms Associates (GRASS) and the Georgian 
Democracy Initiative, are run or supported by individuals who had been prominent 
members of the UNM government.

Civil society in Georgia represents a reasonably broad range of political views, 
though it is still dominated by English-speaking elites concentrated in the capital. 
These individuals move between civil society and government depending on what 
party is in power, and their organizations tend to be quite professional. Many such 
leaders have years or decades of experience working in and around civil society. 
They have often benefited from years of trainings and workshops sponsored by 
international donors and NGOs, and are able to pass much of that knowledge 
down to their younger colleagues. Most major NGOs have competent boards and 
appropriate governing structures. Nonetheless, the relatively narrow band of society 
from which NGO leaders are drawn raises questions of representation, and it is 
not clear whether even the best NGOs can claim to speak for ordinary citizens. 
There are very few NGOs in Georgia based on mass membership or interest 
groups. Instead, the most influential organizations operate more on a think-tank 
or watchdog model.

The extent to which the government seeks and considers input from NGOs 
varies substantially. Civic groups are generally free to advise and criticize the 
government, but it is less clear that the government responds to these comments. 
There were some examples of active collaboration and successful pressure during 
2014. Parliament consulted with NGOs on an antidiscrimination bill and the 
legislation to reform surveillance practices. The “This Affects You” campaign, 
organized by an NGO coalition, sought to raise awareness that the surveillance 
apparatus established under UNM rule had not been dismantled with the change 
of government in 2012. After several months of meetings and public statements, 
Parliament strengthened antisurveillance laws in August.16

At the same time, the government, and specifically the prime minister, has 
made some disturbing comments regarding NGOs and their role in political life. 
During a meeting with students in August, Garibashvili said Georgia had a “very 
low quality” of civil society development, and argued that NGOs often “fail to 
distinguish” between objective criticism of the government and partisan advocacy.17 
Such remarks have not, thus far, been followed by any government efforts to restrict 
NGO input or activity, but they remain a cause for some concern.
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Georgian NGOs are well treated by the media. Their statements and reports are 
often cited in news stories, NGO leaders are frequently sought out for comments on 
current events, and their expertise is generally valued and appreciated by journalists. 
NGOs, in turn, regularly use the media to promote their work and views.

During 2014, NGOs that are sympathetic to Russia and widely believed to be 
funded by Moscow began to make a larger impact on Georgian political life. They 
organized events in support of the Russian invasion of Crimea, called for closer 
relations between Georgia and Russia, and generally sought to move Georgia away 
from its Euro-Atlantic course. Although the actual influence of Eurasian Choice 
and other such groups should not be overstated, they are an indication of ongoing 
Russian efforts to reshape Georgian politics.18 They also almost certainly represent 
the views of some minority of Georgians, and in that respect they contribute to a 
more pluralist civil society in the country.

The Georgian Orthodox Church remains extremely powerful and influential 
in civic and political affairs. It is, broadly speaking, very well regarded in Georgian 
society and is therefore able to influence public opinion and put pressure on the 
government. The patriarch is by far the most popular figure in Georgia. He was the 
only person whose popularity exceeded 90 percent in two NDI polls in 2014; no 
government or opposition figure topped 70 percent in either poll.19

The church has used this public support primarily to oppose legal and other 
protections for LGBT (lesbian, gay, bisexual, and transgender) Georgians, even 
as many NGOs press for equal rights. In May 2014, despite sustained and vocal 
resistance from the church, Parliament passed an antidiscrimination law that 
included sexual orientation and gender identity among the banned grounds for bias. 
However, the extent to which it will be implemented in practice remains unclear, 
as discrimination against LGBT people is a persistent problem in Georgian society.

Independent Media 
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

4.25 4.00 4.25 4.25 4.25 4.25 4.25 4.25 4.00 4.00

Georgia has some of the most progressive media legislation in the region and a 
wide range of media outlets. Historically, political influence over private media, 
particularly broadcasters, has been a major problem, with nearly all outlets taking a 
strong position either supporting or opposing the government. The media landscape 
includes a range of national and local television and radio stations, newspapers, and 
websites. Television remains the primary source of news and information for most 
Georgians. Eastern Partnership Media Freedom Watch, a project run by NGOs 
from the countries of the EU’s Eastern Partnership initiative, gave Georgia the 
highest media freedom ranking among the six states based on data from the first 
half of 2014.20

Despite their record of political polarization, Georgian media outlets collectively 
present a range of views, and partisan bias appears to be decreasing. According to a 
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media monitoring effort for the 2014 local elections conducted by three Georgian 
NGOs, “Georgian media is making notable progress towards the unbiased and 
balanced reporting but is lacking analytical coverage of the events.”21 

Similarly, after monitoring political talk shows during the election period, the 
Caucasus Research Resource Center (CRRC) of Georgia found that a variety of 
candidates had access to the programs, and that hosts “asked important questions 
about the discussed issue, tried to get different positions and comprehensive 
information from the guests. There were very rare cases of using hate speech or 
politically incorrect vocabulary by the hosts.”22

As with civil society groups, the government has at times expressed frustration 
with how it is treated by the media. At a June 2014 press conference, Prime Minister 
Garibashvili criticized certain outlets and journalists, accusing them of serving 
the interests of the UNM. He called on them to cover government performance 
“correctly” and stop “circulating lies and creating tension in the society.”23

The government has not translated this rancor into policy or law, but it reflects a 
climate in which the commitment to media independence may be more vulnerable 
than it seems. Representatives of opposition-oriented media outlets, such as the 
television station Rustavi 2 and the magazine and website Tabula, have reported 
cases of intimidation by the government, particularly in the period surrounding 
the elections, though these assertions have not been echoed by most Georgian 
NGOs working on media or election-related matters. Other allegations focus on 
politicized interference by outlet owners. In December, 20 journalists, editors, and 
producers resigned from Maestro TV to protest the firing of senior news anchor 
Nino Zhizhilashvili and plans for a new program hosted by a government public-
relations consultant.24

The Georgian Public Broadcaster (GPB) has long been a source of controversy. 
In the past, it has acted more as a state news channel than as a public-service 
station that gives equal time to different opinions. In 2014, disputes over the GPB’s 
leadership and board composition as well as accusations of pro-government bias 
continued to plague the broadcaster.

The internet is an important source of information for many Georgians. 
Numerous websites provide political content and a variety of viewpoints, and users 
themselves participate vigorously in social-media discussions on political affairs. 
However, according to the Institute for Development of Freedom of Information, 
online media face challenges including “financial sustainability, professionalism of 
journalists and lack of necessary skills and resources for creating diverse content.”25

Newspapers tend to be more of a secondary source of information, but many 
have an online presence that expands their influence and allows them to compete 
with television stations, at least among Georgians who have internet access. 
Newspapers and newsmagazines, like other media outlets, carry a broad range of 
opinions.

In recent years, there has been considerably more transparency regarding 
ownership of media outlets, though shareholders continue to conceal their identities 
through shell corporations in some cases. This had been a particularly murky issue 
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in the late Saakashvili era. In addition, while some outlets still display a political 
bias, their ties to politicians or government officials are much less direct than they 
were even two or three years ago. TI Georgia reports that although the owners of 
several media enterprises have or had links to the GD or UNM, “no major outlet 
that covers news and current affairs appears to be owned, controlled or bankrolled 
by current political actors.”26 The organization found similar conditions in a related 
report on regional media.27 

Both reports note that media ownership remains highly concentrated in 
Georgia. Several owners of television stations, for example, also own radio stations 
or newspapers. This concentration limits pluralism and independence, and weakens 
the role played by market forces, as many of the outlets are effectively subsidized by 
the owners’ other businesses, including enterprises outside the media sector.

Local Democratic Governance
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

5.75 5.50 5.50 5.50 5.50 5.50 5.50 5.50 5.50 5.25

Georgian legislation outlines three levels of government: national, regional, and 
local. The country is divided into nine regions, whose governors are appointed 
by the national government. Tbilisi, the capital, is a self-governing city that held 
direct elections for mayor for the first time in 2010. In 2014, the country’s 11 other 
self-governing cities—Akhaltsikhe, Ambrolauri, Batumi, Gori, Kutaisi, Mtskheta, 
Ozurgeti, Poti, Rustavi, Telavi, and Zugdidi—directly elected mayors for the first 
time, though unlike Tbilisi, they still fall under the regional divisions.

The new Local Self-Government Code, passed in February 2014, raised the 
status of Akhaltsikhe, Ambrolauri, Gori, Mtskheta, Ozurgeti, Telavi, and Zugdidi 
to self-governing cities, meaning that in addition to directly electing their mayors, 
they now have a more direct role in self-government.28 The legislation also slightly 
altered the relationship between these cities and the central government, for 
example by tasking the prime minister’s office, rather than the regional governor’s 
office, with legal supervision of a city’s activities. TI Georgia praised some aspects of 
the new code, but expressed reservations about others, including the fact that it was 
adopted just a few months before the June elections.

Legal amendments adopted in 2010 increased the independence of local 
governments by granting greater financial guarantees, but the funding provided 
to individual administrative units is comprehensively unequal in per capita 
calculations. Local self-governing units continue to lack the financial resources to 
fulfill their responsibilities.

In addition to the nine regions and Tbilisi, there are two autonomous republics. 
One, Adjara, remains under government control. The other, Abkhazia, has been 
ruled by a separatist government and supported by Russia since a conflict in the 
early 1990s. South Ossetia is similarly outside Tbilisi’s control, but in legal terms it is 
divided among four of the nine regions. The head of Adjara’s regional government is 
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elected by the local Supreme Council, or legislature, but proposed by the president of 
Georgia. The president currently has extensive authority to dismiss Adjara’s legislature 
and government. Income tax is the key revenue source for Adjara, which also has the 
ability to plan and implement regional development policies.29

In the June 2014 local elections, every local legislature, 59 gamgebeli (county 
executives), and 12 mayors were directly elected. The balloting reflected both the 
strengths and the weaknesses of local democratic governance in Georgia. The 
elections were hotly contested by 24 parties or coalitions, and more than 16,000 
people ran for either legislative or executive office. However, only five parties received 
more than 3 percent of the party-list vote, and the ruling GD bloc dominated the 
field with 50.8 percent. The GD also won control of every legislature and mayoralty 
in the country, though eight mayoral races and 13 gamgebeli contests required a 
second-round runoff.30

The local elections were an example of local-level democracy in Georgia, but the 
country remains relatively centralized, with most key decisions made by the prime 
minister and Parliament. Most localities have little ability to raise enough of their 
own revenue to implement major policies or programs. Moreover, the dominance 
of the GD, while less comprehensive than that of previous ruling parties, inevitably 
limits substantive policy debate and democratic participation at the local level.

Local politics are also still hampered by Soviet-era political mores. Local power 
brokers often dominate their areas, and many local officials are accustomed to taking 
their cues from the central government; both phenomena restrict the autonomy of 
municipal governments in practice.

Following the GD’s victory in the 2012 parliamentary elections, numerous 
local officials who had been elected as UNM representatives came under pressure 
to switch their support to the new ruling party.31 This continued through 2014, 
with reports that the government urged local candidates from the UNM to switch 
parties or withdraw their candidacies.32 The pressure naturally receded after the 
GD won control of all the legislatures and executive positions, but over the last 
two years it has severely compromised the independence and strength of local self-
governance and local democracy.

In a sign of public disengagement from local government, turnout in the June 
elections was quite low at 43 percent, down by almost 20 points from the 2012 
parliamentary elections. Turnout for the local second-round voting was just 36 
percent.33 

Although Georgia’s NGO sector is fairly strong and vibrant as a whole, most of 
the leading organizations are based in Tbilisi and focus their energy on the national 
government. There are exceptions to this pattern, notably in Batumi, where many of 
the larger national NGOs maintain offices and programs. Nevertheless, the relative 
weakness of local civil society leads to a climate in which local officials generally 
do not seek input from citizens, and problems like cronyism tend to develop. In 
the municipality of Kvareli, for example, it emerged a few months after the June 
elections that the new gamgabeli, Ilya Mzekalishvili, had appointed numerous 
relatives and friends to administrative offices.34
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Judicial Framework and Independence
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

4.75 4.75 4.75 4.75 4.75 5.00 5.00 5.00 5.00 5.00

Georgia’s constitution and relevant laws guarantee a relatively high level of political 
rights and civil liberties, including the freedoms of assembly and speech. The 
constitution states, “Everyone is free by birth and is equal before law regardless of 
race, color, language, sex, religion, political and other opinions, national, ethnic 
and social belonging, origin, property and title, place of residence.… Everyone 
has the right to freedom of speech, thought, conscience, religion and belief. The 
persecution of a person on the account of his/her speech, thought, religion or 
belief as well as the compulsion to express his/her opinion about them shall be 
impermissible.”35

In May 2014, Parliament passed an antidiscrimination law that prohibits 
discrimination on the grounds of race, color, language, gender, age, citizenship, 
native identity, birth, place of residence, property, social status, religion, ethnic 
affiliation, profession, family status, health condition, disability, political or other 
beliefs, sexual orientation, gender identity and expression, and “other characteristics.” 
The inclusion of gender identity and sexual orientation was strongly opposed by 
the Georgian Orthodox Church. As with all laws of this kind, its effectiveness 
will depend on the extent to which it is implemented in practice and violators are 
successfully prosecuted. At present, LGBT Georgians still encounter discrimination 
and do not yet enjoy full equality.

The most prominent rule of law issue in Georgia during 2014 was the spate 
of arrests and prosecutions of former UNM officials. Former Tbilisi mayor Gigi 
Ugulava was charged and detained while trying to leave the country in July. Several 
others were charged with crimes including bribery, corruption, and abuse of power. 
Former president Saakashvili was also charged in July, partly for his role in the 
violent dispersal of peaceful demonstrations in 2007. He was not arrested because 
he remained outside of Georgia, but in September the property of several of his 
relatives was seized by prosecutors.

Former prime minister Vano Merabishvili was convicted of several different 
offenses, including obstruction of justice, in separate verdicts in February and 
October, receiving prison sentences of up to five years.36 Also in October, former 
defense minister Bacho Akhalaia received a sentence of 7.5 years in prison for 
charges including torture.37

Although the government had previously faced criticism from abroad for the 
allegedly politicized nature of these prosecutions, the charges against Saakashvili 
drew the most attention. European and U.S. authorities were almost unanimously 
critical of the move, and politicians warned Georgia against using the legal system 
as a means to exact political retribution.38 Domestic reaction to the charges against 
Saakashvili was divided. A statement by five major NGOs, led by TI Georgia and 
GYLA, declared that the “Prosecutor’s Office does not simply have a right but also 
a duty to investigate possible crimes by former and present officials and to bring 
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charges against the relevant individuals. Calling high-ranking officials to justice 
can be considered a means for the prevention of future abuses.” The statement also 
stressed that it is “fundamental that law enforcement agencies and the Prosecutor’s 
Office in particular clearly demonstrate their adherence to the principles of political 
neutrality, independence and rule of law.”39

The concerns surrounding the UNM leaders’ cases stem in part from low 
confidence in the judicial system, which continues to face significant challenges. 
According to a report by the EU’s special adviser on constitutional and legal reform 
and human rights in Georgia, the country “is clearly benefiting from the increased 
judicial independence, better substantiated judgments, increased transparency in 
the court rooms and a democratically elected High Council of Justice. Despite 
this, progress in judiciary remains fragile.”40 In May, a statement by the UN 
Office of the High Commissioner for Human Rights (OHCHR) offered a similar 
assessment, with particular regard to the rights of defendants facing trial: “The 
acquittal rate is now starting to get more realistic, as the judges grow used to being 
more independent both from the Executive and from the prosecutors, for example 
by showing a greater inclination to demand that prosecutors properly justify their 
requests to place defendants in pre-trial detention.”41 The change in the acquittal 
rate is significant because from 2010 to 2012, the conviction rate exceeded 99 
percent, meaning an arrest meant almost automatic conviction.

Nonetheless, the judiciary does not yet enjoy full independence from the 
executive branch in practice. This is partly a legacy of the previous government 
that the current administration has sought to address, but there still is work to be 
done in this area. As the EU’s special adviser noted, “Judicial independence remains 
fragile and responsibility of individual judges needs to be strengthened; law-
enforcement institutions still require significant reform, including establishment 
of an effective and independent mechanism for investigation of the complaints 
against law enforcement officials.”42 Because of these outstanding weaknesses, the 
possible influence of the government and of political considerations in the UNM 
prosecutions and arrests cannot be entirely discounted.

Although it is unlikely that Saakashvili will return to Georgia and stand trial in 
the foreseeable future, the handling of the preliminary stages of his case and those of 
other UNM politicians has already stoked controversy. Many defendants, including 
Ugulava, have been held in pretrial detention, and Saakashvili is technically being 
held in pretrial detention in absentia, a questionable legal status. Defendants 
claim that these detentions are politically motivated abuses of power, while the 
government argues, not without evidence, that detainees like Ugulava are flight 
risks. The government has consistently promised that the trials will be conducted 
in a manner consistent with the highest international standards,43 but the highly 
polarizing nature of the arrests themselves means that any conviction will, rightly 
or wrongly, be condemned by many outside of Georgia, and receive a much more 
mixed reaction domestically.

An August 2014 report by the UN Human Rights Committee, which monitors 
compliance with the International Covenant on Civil and Political Rights (ICCPR), 
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identified two major positive steps in Georgia earlier that year: the adoption of a 
national human rights strategy and amendments to the prison code, both in April.44 
The prison code changes were designed to improve living conditions for inmates 
and strengthen protections for their rights.45

The UN report also identified several shortcomings regarding human rights 
in the country. These included the “effectiveness of the enforcement mechanism” 
for the new antidiscrimination law; the committee emphasized its concern “about 
discrimination and social stigma, hate speech and acts of violence against lesbian, 
gay, bisexual and transgender persons and violation of their rights to freedom of 
expression and assembly.” The report similarly cited ongoing problems related to 
gender, such as “the underrepresentation of women in decision-making positions in 
legislative and executive bodies, including in the Parliament and Government; the 
significant gender wage gap; the prevalence of sexual harassment, including in the 
workplace; the number of cases of early marriage; [and] the practice of sex-selective 
abortions of female foetuses.”46

Regarding the 2008 war with Russia, the committee expressed concern about 
the “slow progress in investigating, identifying and prosecuting perpetrators 
of human rights violations” committed during the conflict or in its immediate 
aftermath. Even as it called for more action on these and other crimes, however, the 
report acknowledged the danger of politicization: “The State party should pursue 
the investigation into past abuses while, given that such violations were committed 
before the 2012 elections, avoiding the appearance of political retribution.”47

Corruption
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

5.50 5.00 5.00 5.00 5.00 4.75 4.50 4.50 4.50 4.50

Corruption in Georgia has become a highly politicized issue. The UNM government 
was very effective in some aspects of the fight against corruption. Within the 
first few years of its tenure, the Saakashvili administration nearly eradicated low-
level graft in law enforcement and other state services. Authorities also zealously 
pursued organized crime syndicates, arresting some top suspects as others fled 
abroad. During this time, however, political leaders remained entangled with 
various nontransparent business and media interests, and many people close to the 
government became extremely wealthy, including former ministers.48

In the years since the 2012 change in government, the earlier reduction in 
low-level corruption appears to have been sustained. According to public opinion 
research done in August 2014, only 2 percent of respondents listed corruption as 
one of their top three concerns. More significantly, 15 percent of respondents said 
it had become less of a problem since the 2012 elections, while only 12 percent 
thought it had gotten worse, and 62 percent thought it was about the same.49

Georgia’s relatively free media and strong civil society act as checks on 
corruption. Cases of abuse of power by government officials are often widely 
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reported, and several NGOs, such as GYLA and TI Georgia, conduct research on 
the issue and effectively disseminate their findings.

The current government has focused its anticorruption efforts on the arrest 
and conviction of senior members of the previous administration. This is a very 
controversial and divisive approach, but it is not entirely without merit; there is 
substantial evidence of high-level corruption and abuse of power in the UNM 
government.50 Still, many observers, particularly outside of Georgia, have argued 
that the leadership may be using the judiciary for political purposes. A spate of 
arrests in the Defense Ministry in late October and early November 2014 led to 
further accusations of this kind. The main target of the investigation was widely 
believed to be Defense Minister Irakli Alasania, one of the most popular politicians 
in Georgia and a man who was generally thought to be honest and not corrupt.51

Other corruption-related problems persist in Georgia, including a lack of 
transparency in government appointments. For example, in the months after GD 
candidate David Narmania took office as mayor of Tbilisi in 2014, a reported 
155 city hall employees were replaced, including people working in nonpolitical 
positions.52 Public procurement is also an area of concern. The State Procurement 
Agency makes data available regarding tenders and other procurement issues, 
leading to a degree of transparency in this area. However, some NGOs have argued 
that too many procurements are handled through noncompetitive mechanisms.

Although information regarding salaries for officials are made public, bonuses 
are not regulated in any way. This creates an element of arbitrariness and presents 
opportunities for corruption and the politicization of the work of some government 
employees. A TI Georgia report on this question notes that “current legislation of 
Georgia fails to ensure that bonuses are given in exceptional cases,” and that the 
“current system renders the link between the volume/quality of performed work 
and the received bonus totally unclear.” The organization said this created “fecund 
grounds for abusing the official position and corruption.”53

 Author: Lincoln Mitchell
Lincoln Mitchell is a scholar and political development professional with significant 
expertise in democracy, political development, and postcommunist Eurasia. His next 
book, The Democracy Promotion Paradox, will be published by Brookings in 2015.
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 Executive Summary 

 The most important event in the period under review was undoubtedly the October 2012 
parliamentary elections. During the 22 years of Georgia’s transformation process, change of power 
has been provoked variously by putsches, demonstrations or impeachments. This time, the 
opposition coalition Georgian Dream defeated the ruling United National Movement. The period 
prior to the elections was marked by deep tensions and an atmosphere of polarization. The 
elections were mainly peaceful, however, despite serious irregularities in the vote count, and 
isolated incidents of political violence. 

During the electoral year 2012, the government considerably obstructed democratic dialogue. 
Numerous human rights violations, including torture and prison rape, demonstrate the very 
problematic situation of social, civil and human rights in the country. The new electoral legislation 
adopted prior to the elections favored the ruling party, thereby preventing a majority of the 1.5 
million Georgians living in Russia from voting.  

The winning coalition Georgian Dream is led by entrepreneur Bidzina Ivanishvili, who worked 
many years in Russia, where he invested in metals, in the banking sector, in hotels, and in a popular 
chain of drugstores, accumulating a fortune estimated at $6.4 billion. He has been able to act 
largely independently from the networks knit by the United National Movement (UNM) as his 
financial resources enabled him to withstand pressure from the state apparatus. Among the 
populace, Ivanishvili earned a lot of trust by using some of his considerable financial resources 
for building and reconstructing churches and other representative buildings.  

The coalition Georgian Dream was established in April 2012 and unites a number of very different 
political parties, all opposed to the policy of President Mikhail Saakashvili. These include 
conservative, Western-oriented liberal and even nationalistic parties. The coalition won 54.97% 
of the vote and is now the main political force in the country. However, until the presidential 
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elections of October 2013, Saakashvili will remain in office as president, the so-called phase of 
cohabitation.  

After the elections, a government under Ivanishvili assumed all government positions, except for 
a few still controlled by the United National Movement, mainly at the level of governors and 
municipal officials. The new government is planning important economic reforms, particularly in 
the agrarian sector. However, it is still too early to evaluate the new government’s impact. 

During the period under review, no significant economic reforms were implemented. The former 
neo-liberal course has been essentially continued, although social policies are much better 
represented in the new budget. Some of Saakashvili’s most controversial projects, such as building 
the new city Lazika, were suspended. The new government has to cope with many sad legacies of 
the previous period, among which poverty and unemployment are probably the most difficult. 

 History and Characteristics of Transformation 

 A series of dramatic ups and downs have characterized Georgia’s political and economic 
transformation. After the dissolution of the Soviet Union, Georgia faced the difficult task of 
managing a post-independence transition that involved not only democratization and the 
institutionalization of a market economy but state-building and nation-building as well. The 
development of the republic, which from the very outset was hampered by the heavy burden of 
two unresolved ethnic conflicts and a sharp economic decline (aggravated by pervasive 
corruption), can be roughly divided into five phases. 

The first phase was marked by Georgia’s first breakthrough to a democratic political regime, the 
parliamentary elections of October 1990. The election brought to power a heterogeneous umbrella 
movement under the leadership of the former dissident Zviad Gamsakhurdia. Despite his landslide 
victory in the May 1991 presidential elections, he failed to consolidate his rule, which mainly 
rested on charismatic mobilization. As a result, he was easily driven out of office by a violent coup 
d’état at the beginning of 1992. 

The second phase, dominated by the return of former Georgia Communist Party head Eduard 
Shevardnadze, began with a brief interlude of chaos following Gamsakhurdia’s ousting. During 
the first three years of his rule, Shevardnadze tried to get rid of the competing gangs of criminals 
that had originally placed him in power. The adoption of a constitution and the successful 
organization of elections signaled a fragile consolidation. Notwithstanding quite impressive 
achievements in terms of ending violence and introducing the formal requisites of democratic 
statehood, and despite massive international assistance, Shevardnadze did not succeed in building 
stable governing institutions. His political survival depended on the application of two strategies. 
First, he used access to administrative resources and international development funds as a means 
to consolidate fluid clientelistic networks. The government thus never acted as a coherent team. 
Severely weakened by frequent reshuffles, it gained notoriety for the fierce competition between 
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different ministries over the distribution of spoils. Secondly, Shevardnadze manipulated and 
frequently changed procedural norms regulating access to power. The only continuous feature was 
a clear dominance of the executive. In contrast, the shape of the parliament was adapted to varying 
needs. Until 1995, the abolishment of any kind of threshold ensured a highly fragmented 
legislature. After the creation of the Citizens’ Union of Georgia (CUG) in 1993, which was 
designed to serve as Shevardnadze’s party of power, the introduction of a barrier resulted in a 
stable majority for the CUG. Pluralism was mainly confined to intra-elite competition inside the 
ruling party, which was composed of former Soviet apparatchiks and a group of young reformers. 

In the third phase, beginning in 2001, these two strategies ceased to function. The distribution of 
official fiefdoms among the different cliques of the elite severely hampered economic growth and 
gave rise to popular unrest. As the international donor community became aware of the increasing 
gap between legal fiction and corrupt practices, it demonstrated a growing reluctance to continue 
funding assistance programs. Confronted with a decline in its authority, the ruling party was 
compelled to adopt authoritarian measures, a move that provoked an internal split. The attempt to 
crack down on the independent TV station Rustavi 2 in October 2001 became a turning point. 
Prominent representatives of the wing of young reformers inside the CUG, headed by Saakashvili, 
Zhvania and Burjanadze, formed a new opposition that assumed power in the aftermath of popular 
protests against the rigging of parliamentary elections in November 2003. The relative ease with 
which Shevardnadze was overthrown during what was to be called the Rose Revolution can be 
explained partly by the existence of democratic facades erected under his rule. A dense network 
of NGOs, which had mushroomed during the 1990s, carried out parallel vote counts and organized 
public protests. Independent media outlets, which had never experienced serious threats to their 
existence, supported popular mobilization by providing uncensored information. The Supreme 
Court canceled the officially announced results with regard to the proportional part of the vote, 
retaining results of election by majority rule. 

In the fourth phase, which followed the peaceful revolution, the victorious triumvirate of 
Saakashvili, Burjanadze and Zhvania rushed to stabilize the situation. In a wise move, they joined 
together in creating a new party named the United National Movement Democrats. This move put 
an end to early speculations about internal rivalry. Supported by more than 96% of the popular 
vote, the charismatic leader Saakashvili seized an overwhelming victory in the presidential 
elections of January 2004. The newly created party won more than two-thirds of the mandates in 
the March 2004 parliamentary elections. The new elite was thus rewarded with a more than 
comfortable starting point. Control over the executive and legislative branch of the government 
made implementing a far-reaching structural reform agenda a much easier job. As a result, the 
government achieved outstanding results in terms of curbing corruption, streamlining an 
inefficient administration, improving the tax collection capabilities of the Georgian state and 
providing public goods for an economy that underwent a significant upsurge. Despite these 
impressive results, critics of the new elite pointed to serious deficits and even setbacks in terms of 
institutionalizing checks and balances. First, the adoption of far-reaching amendments to the 
constitution further weakened a legislative body, which, due to the stable majority for the ruling 
party, was hardly able to exercise its oversight functions. Second, the new government weakened 
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the judiciary’s independence and was constantly suspected of exercising undue influence over 
judges. Third, many concerns were raised with regard to state interventions into the independence 
of the media. 

The fifth phase, beginning in the fall of 2007, was marked by the government’s violent response 
to demonstrations, violence that seriously undermined Saakashvili’s democratic credentials. 
Growing authoritarian tendencies as well as the inability of the ruling elite to translate dynamic 
economic growth into tangibly improved living standards for a majority of impoverished citizens 
gave rise to a series of popular protests while feeding the momentum behind deep political 
polarization. A significant slowdown of economic growth—caused not only by the global financial 
crisis, but by a serious deterioration of the overall investment climate in the aftermath of the war 
against Russia in 2008—undermined stability further. Despite substantial financial aid granted to 
the Georgian state after the 2008 war, no sustainable economic development has been achieved. 
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 The BTI combines text analysis and numerical assessments. The score for each 
question is provided below its respective title. The scale ranges from 1 (worst) to 
10 (best). 

Transformation Status 

  

 I. Political Transformation 

  

 
1 | Stateness 

 Question 
Score 

 Even before the 2008 war with Russia, the Georgian government’s capacity to control 
the country’s entire territory was limited, as it did not control the territory of Abkhazia 
other than the Upper Kodori Gorge, or more than half of South Ossertia. At the same 
time, violent incidents flared around and within these two conflict zones. 

During the war, Russian troops occupied large parts of Georgia proper, expelling 
representatives of Georgian power structures from the Upper Kodori Valley in 
Abkhazia, from Georgian-held enclaves (mainly in the Big Liakhvi Valley), and from 
the Akhalgori district in South Ossetia.  

As a result of the war, approximately 25,000 individuals from formerly Georgian-
controlled villages in South Ossetia and Abkhazia remain displaced, in addition to 
more than 200,000 displaced persons from conflicts in South Ossetia and Abkhazia 
during the early 1990s.  

Currently, there are Russian military bases in the territories of Abkhazia and South 
Ossetia, and Russian border guards control the administrative borders between these 
territories and the rest of Georgia, as well as the adjacent maritime areas in Abkhazia. 
There have also been attempts by the Russian Federation to move its state border with 
Abkhazia further to the south, taking over additional parts of Georgian territory. 

In sum, while the Georgian government maintains full control over much of 
Georgia’s territory, it has no control over South Ossetia and Abkhazia, and there is 
little opportunity to reestablish control any time soon. 

 Monopoly on the 
use of force 

5  

 Although two parts of the Georgian territory are not under the control of the Georgian 
government, even there the populations hardly question the legitimacy of the 
Georgian state as such, although a majority would not consider their respective 
territories to belong to the Georgian nation-state.  

 State identity 

7  
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Within the territory controlled by the Georgian state, all citizens legally share the 
same civil rights. No legal provisions discriminate against ethnic minorities (which 
represent about 16% of the population) or prevent their access to Georgian 
citizenship. However, even the significant Armenian and Azeri minorities are still 
heavily underrepresented in state structures at the national level, as are other 
minorities. At the same time, these two groups maintain close cultural and political 
ties to their kin states (Armenia and Azerbaijan, respectively), particularly when 
problems arise, in part because of generally weak proficiency levels in the Georgian 
language, but also due to the legacy of mistrust toward national authorities.  

The government has responded to this situation by establishing a public 
administration institute to train minority representatives. Although somewhat 
inefficient, it has promoted civic integration with a program to improve the 
knowledge of Georgian among ethnic minority groups and to integrate them into the 
higher education system through targeted educational programs. Much attention also 
has been paid to economic development of the regions populated by minorities, with 
significant international assistance.  

In the last couple of years, the integration of young ethnic Armenians and Azeris, 
particularly in urban areas, has improved. They tend to master the Georgian language 
better than their parents’ generation and are better adapted to new political and 
economic conditions. Schoolbooks integrate the perspective of ethnic minorities to a 
far larger degree than previously. However, despite these improvements, the problem 
of political, social and linguistic integration persists. Georgian legislation prohibits 
the creation of any political party based on regional membership, which means 
minorities are unable to create separate political institutions to defend their interests. 

There still exist a number of persons without citizenship, mainly among Roma and 
partly among the repatriated Muslim Meskhetians, but the state, assisted by 
international organizations, has made gradual progress in ameliorating this situation. 

 Even though the Georgian Parliament adopted The Rule of Registration of Religious 
Organizations as Legal Entities of Public Law in July 2011, taking an important step 
toward integration of minority faiths, the Georgian Orthodox Church still enjoys 
privileged status, having signed a constitutional agreement with the Georgian state in 
2002. The Georgian Orthodox Church has also signed agreements with the Georgian 
Ministry of Justice and the Ministry of Education and Science, which means that it 
could influence both the educational process and the penitentiary system. 

There are, however, no direct obstacles for other religious communities to perform 
their activities, although there have been disputes over the ownership of some 
churches with the Armenian Apostolic Church, and over permission for some Muslim 
communities to build mosques. However, while the society is generally more tolerant 
toward traditional faiths (Islam, Judaism, Gregorian or Catholic Christianity), the 

 No interference of 
religious dogmas 

8  
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nontraditional religious denominations are by far less favored by the population, and 
the state is doing little to promote religious tolerance. 

In the Autonomous Republic of Adjara, where 30% of the population is Sunni 
Muslim, there has been an observed trend of Muslims converting to Orthodox 
Christianity, especially among young people. There is, however, no reason to 
attribute this to direct government action. 

 Administrative structures in Georgia do provide basic public services throughout the 
country, apart from the secessionist regions of Abkhazia and South Ossetia, and even 
there some services are still provided (social allowances, educational assistance) to 
ethnic Georgian communities. 

Still, some shortcomings can be observed in the overall provision of public services 
like healthcare or the integration of disabled persons by providing them with basic 
services such as daycare centers, especially outside major cities.  

Low and midlevel corruption has been largely extinguished, but in the higher ranks 
of the government, it remains an integral part of the system. Administrative reliability 
has been improved and a wider range of administrative services is being offered. 
There are also various administrative services being offered online. The problem of 
data protection remains to be solved.  

Key state institutions such as the police and the state attorney, as well as a number of 
educational institutions, have been largely politicized and influenced by the previous 
government party (UNM). It remains to be seen if this will change under the Georgian 
Dream coalition. 

 
 

Basic 
administration 

6  

 
2 | Political Participation 

  

 Even though the 2012 elections were conducted far from perfectly, with many 
violations especially in the pre-election period, they marked the first time in Georgian 
history that the opposition came to power through electoral victory, and elections 
became the accepted means of filling political posts. It is also worth mentioning that 
after initial controversial statements by president Saakashvili and UNM 
representatives, the president conceded the defeat of his party after the first results 
showed a clear trend toward a Georgian Dream victory. 

Prior to the elections, the UNM held 119 of a total of 150 mandates, while the 
opposition had only 31 mandates. As a result of the October 2012 parliamentary 
elections (involving 14 parties, two coalitions and four independent candidates), a 
significant shift in disposition of power within the parliament was achieved, as the 
coalition Georgian Dream gained 85 mandates and the UNM 65. Later, some UNM 

 Free and fair 
elections 

8  
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members of parliament left the party, which currently holds only 54 of the 150 
mandates.  

Since the Rose Revolution, the government has significantly improved the legal and 
procedural norms governing the electoral process, even if elections continue to be 
less than fair. The election law has been amended according to the recommendations 
of a working group composed of eight parties, including some that had been 
boycotting parliament meetings. Some of these amendments had been recommended 
by the Council of Europe’s Venice Commission on constitutional matters and include 
the extension of the complaint deadline from 24 to 48 hours, but not all 
recommendations have been followed. 

Despite these reforms, elections were often marred by rigging and electoral fraud, 
deficient voter lists, abuse of administrative resources, and disproportionate use of 
media resources. Control of the dominant share of electronic media by Saakashvili’s 
ruling party made previous election campaigns especially prone to political 
manipulation. However, both domestic and international pressure made the 
government, which gradually had been losing popularity and legitimacy since 2007, 
accept positive legislative changes, among which the most important were the “must-
carry” rules securing opposition parties better pre-election access to mass media. The 
litmus test for the conduct of future elections will be the October 2013 presidential 
elections. 

 The capability of elected rulers to exercise effective power is not constrained by 
formal veto powers. Highly successful efforts at curbing corruption since the Rose 
Revolution have imposed discipline on formerly powerful economic actors, which 
are no longer able to manipulate the state to their advantage. It is rather that, until 
recently, it was the political leadership who would manipulate private businesses, and 
closeness to the political establishment was an important precondition for economic 
success. Since the 2012 elections, business and politics seem to be separated from 
one another, although, with former businessman Ivanishvili in power, it is too early 
to judge how the process will continue. 

The military has never acted as an independent force and continues to stay under firm 
civilian control, exercised by the executive. The police, which is administered 
directly by the Ministry of Internal Affairs, is not subject entirely to democratic 
control, but is under control by the Ivanishvili government.  

In the period under review, strong tendencies toward a centralization of power could 
be observed, and there is little sign that this is changing. Previously, a small circle 
comprising President Saakashvili and some of his closest advisors, such as Prime 
Minister Vano Merabishvili, Ministers of Internal Affairs Bach Achalaia, Minister of 
Justice Zurab Aderishvili, as well as the head of the National Security Council, Giga 
Bokheria, controlled virtually all of the country’s legal, political, social and cultural 

 Effective power to 
govern 
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institutions. The tendency to concentrate political power in a small circle of decision-
makers around the prime minister seems to continue under the new government, 
though promises have been made to decentralize power. 

 Georgian law guarantees freedom of association and assembly. Although the 
authorities’ reaction to rising political tensions and mass protest has not been as 
violent as it was in November 2007, when the government aggressively dispersed 
peaceful demonstrations, human rights groups in Georgia maintain that the 
government continues to engage in nondemocratic and even illegal activities in 
eliminating dissent. 

In the last couple of years, disproportionate use of violence to eliminate 
demonstrations could be observed on a number of occasions. This was, for example, 
the case on 25 May 2010 during a demonstration led by former parliament 
chairwoman Nino Burjanadze. According to Human Rights Watch, “police pursued 
fleeing demonstrators, kicking and beating many, using rubber truncheons. In one 
case, they chased down demonstrators who had taken shelter in a nearby cinema, 
detaining them and kicking and beating many as they exited.” In the period under 
review, the situation regarding the use of violence by police authorities has become 
somewhat less tense, but Human Rights Watch has recently urged the newly elected 
government to put the issue on the top of its priority list. 

Indeed, lately the Saakashvili’s government reduced the use of violence against 
public protests, while continuing to rely on intimidation and violence in more subtle 
forms. Since the 2012 elections, the new leadership has not used violence against any 
assembly or association, although there have been cases when sporadic violence 
between groups of politicized citizens took place, especially immediately after the 
October elections. 

 Association / 
assembly rights 

8  

 Although major television outlets such as Rustavi 2, Imedi and GPB are still under 
political control, major improvements were made in the field of critical magazines, 
electronic media and social networks. According to the 2012 Freedom House report, 
press freedom in Georgia increased due to “the establishment of a number of new 
publications, the issuing of a broadcast license to a media group that is critical of the 
government, and the enforcement of new requirements on transparency of 
ownership.” 

One of the major achievements during the period of review was the adoption of the 
“must-carry” amendment to the electoral code, obliging all cable networks to carry 
all television channels for a 60-day period in the run-up to an election. The 
amendment guaranteed more diversity of opinion in the pre-election period, 
particularly as three of the country’s opposition TV stations, normally only available 
via satellite, were accessible to a broader audience. 

 Freedom of 
expression 

7  
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The number of Internet users grew significantly during the period under review. 
According to latest figures, 24% of the population use the Internet on a daily basis, 
while 58% have no access at all. Social media such as Facebook, Twitter or Google+ 
are playing an increasingly important role, especially as a discussion platform for 
Georgians living abroad. However, TI Georgia criticizes the fact that standards for 
data protection are quite low in the country, many Internet providers being offshore 
companies not subject to any form of control. According to a February 2013 report 
by Radio Free Europe, cases of cyber-attacks on the private computers of both 
opposition politicians and critical citizens were registered during the electoral period. 
There are allegations that government agencies were responsible for these attacks. 

Since October 2012, the electronic media landscape has become more level, and 
different perspectives are easily accessible both in printed and in electronic media. 
New electronic platforms that enable citizens to monitor government activities have 
recently been made accessible and citizens are encouraged to express their views 
through social media. 

 
3 | Rule of Law 

  

 Under the current constitution, the executive enjoys almost unrivaled power. Until 
the October 2013 presidential elections, the ability of the legislature to act as an 
effective counterweight is formally restricted by the excessive legal powers 
concentrated in the hands of the president, although after the October 2012 
parliamentary elections only a small portion of previous powers remained still in his 
hands. However, according to the constitutional amendments introduced in October 
2010, the presidential powers will be significantly reduced, while those of the 
parliament and the cabinet strengthened, when these changes enter into force after the 
new president is inaugurated in October 2013. 

Prior to the October 2012 elections, the UNM held 119 of a total of 150 mandates, 
which allowed the ruling elite to change the constitution and other legislation at will. 
The concentration of power in the hands of the president had been justified as 
necessary in order to carry out quick reforms.  

However, in addition to the actual deprivation of President Saakashvili of many 
constitutional powers after his party lost the parliamentary elections, the parliament 
voted unanimously to approve an amendment that removed the president’s unilateral 
power to appoint a new government without parliamentary approval.  

Until October 2013, a constitutional gap exists during which the president still retains 
impressive powers. While the president recognized the defeat of the UNM at the 
elections, and was deprived of much of his previous influence, he still continues to 
exploit some of his constitutional prerogatives by nominating local governors or 

 Separation of 
powers 
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delaying the confirmation of ambassadors proposed by the new government. 
However, the position of the parliament has been strengthened since the elections. 
This became apparent in December 2012, when the ruling coalition proved to be able 
to override the president’s veto against the Amnesty Law.  

After the review period, on 5 April 2013, the parliament passed (by a vote of 82 to 
24) amendments to the law on common courts that reformed principles for staffing 
the High Council of Justice, making the country’s weak judiciary somewhat more 
independent. Although the president is expected to hinder reform by refusing to sign 
the law, the process seems to be irreversible. However, further reforms are still 
needed in order to optimize the balance between the different branches of power. 

 Despite some far-reaching reform measures, which include new rules for the 
appointment of judges by a nonpolitical body of professionals (the High Council of 
Justice) and significant increases in judges’ salaries, the judiciary has failed to earn a 
reputation for independence.  

The influence of the executive government and of the president in particular on the 
judiciary system remains strong. In recent years, cases of judges being ousted from 
office for political reasons could be observed.  

In March 2012, the Georgian Young Lawyers’ Association published a report 
showing that in all 520 cases it had monitored at the Tbilisi City Court during a six-
month period between 2011 and 2012, the judges accepted all motions regarding the 
admissibility of evidence that were filed by the prosecution, while denying all 
motions by defense that were not supported by the prosecution. 

An important step toward creating a more independent judiciary was the decision to 
grant all judges (except those sitting on the Supreme Court) lifetime appointments. 
In addition, as of October 2010, a new Code of Criminal Procedure, with jury trials 
in criminal cases, has been adopted. Further important steps are a fundamental reform 
of the Criminal Law as well as the reintroduction of a Juvenile Criminal Law.  

Fundamental judiciary reform based on Venice Commission recommendations is one 
of the priorities defined by the newly elected government. The Ministry of Justice has 
presented two legal drafts to be discussed by the parliament in spring 2013. One of 
these drafts includes legislation meant to strengthen the autonomy of the judiciary 
system, so further reform steps can be taken without intervention from the executive. 
This draft was approved by the parliament on 5 April 2013 and is waiting to be signed 
into law by the president. The second draft concerns the role of the Minister of Justice, 
who no longer will be able to act as a prosecutor. Generally speaking, the drafts 
promise to make the Ministry of Justice and the judiciary system more transparent. 

 

 Independent 
judiciary 
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 Legal prosecution of high-ranking officials (ministers, tax and custom officers, 
policemen and heads of local government) continues to be a prominent element in 
the official fight against corruption. In January 2009, the government established a 
new anticorruption council, which is part of the National Anti-Corruption Strategy 
and Action Plan elaborated with the participation of nongovernmental organizations.  

While low-level corruption has been significantly reduced, elite corruption is still a 
major issue. The 2012 Transparency International Report on Georgia lists a number 
of corrupt schemes in high government circles. Particularly in the Ministries of 
Education and Defense, misuse of funds and corruption figure into a number of cases 
currently under investigation. Bakhana Akhalaia, who was both Minister of Defense 
and Minister of Internal Affairs under Mikhail Saakashvili, is currently under arrest 
for several charges including torture and inhumane treatment of soldiers. Many of 
Akhalaia’s deputies are also under arrest facing charges of torture and misuse of 
public funds. As a number of notorious murder cases, such as the Sandro Gvirgvliani 
case, are now being investigated, it is probable that further members of the former 
government, including former Prime Minister Merabishvili and the president himself, 
might face charges. 

While prosecution on the grounds of abuse of power has become more frequent since 
the new government took office, there are frequent allegations and concerns voiced 
about politically motivated prosecution of former government officials. Such 
allegations will continue until the rule of law and an effective system of checks and 
balances are established. 

 Prosecution of 
office abuse 

6  

 The protection of fundamental civil rights was far from satisfactory during the period 
under review, although the situation started to improve by the end of 2012.  

Particularly in the country’s penal institutions, the situation was precarious. 
According to a 2012 report by Human Rights Watch, the European Committee for 
the Prevention of Torture pointed to cases of former inmates of the Gldani prison near 
Tbilisi having been allegedly punched, kicked and struck with truncheons by staff 
during the intake process or as a punishment for minor infractions, such as talking 
loudly or attempting to communicate with prisoners from other cells.  

In the summer of 2012, the Georgian TV station Maestro (later TV9) broadcast a 
report about a series of rapes and other forms of torture against the inmates of the 
same prison. This prison abuse scandal led to large-scale demonstrations, in particular 
by students and youth. Two of the ministers responsible for the situation had to resign, 
and the scandal contributed to the eventual defeat of the ruling party. 

In the period immediately before the elections, 47 members of the opposition were 
imprisoned on charges of resisting the police. They were detained for periods of 
between 10 and 50 days on account of various “administrative infractions.” In 
general, the number of political prisoners, including minorities and opposition 

 Civil rights 
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members, grew under the Saakashvili regime. Strikes and protests against poor 
working conditions in joint-venture companies were routinely repressed by police 
forces, as in September 2011 at the Kutaisi Hercules steel works.  

After the elections, the atmosphere of fear dissipated significantly, and since then 
workers have been able to protest poor working conditions with fewer restrictions, 
for example at the Railway Company, the Port Authority, or healthcare services. All 
political prisoners have been freed, and the number of inmates is undergoing gradual 
reduction. However, in some cases, emboldened protesters went too far in expressing 
their anger, demonstrating violently, as they did in February 2013 in front of the 
National Library, where President Saakashvili was supposed to deliver his 
presidential address. 

 
4 | Stability of Democratic Institutions 

  

 The process of consolidating democratic institutions is still far from complete, despite 
ongoing reform and substantial constitutional amendments. 

Georgian government is highly centralized. Until very recently, the president and a 
restricted group of insiders were responsible for all critical decision-making and 
running the state. Because of the weakness of highly fragmented opposition parties, 
the ruling party had enjoyed clear hegemony in parliament as well as in the local 
councils. Particularly during the period prior to the 2012 parliamentary elections, the 
politicization of state institutions had become worrisome, and the limits between the 
state and the ruling party increasingly foggy. A clear example of this was the use of 
Georgian diplomatic representations by the UNM to discredit the opposition abroad, 
as observed in France, Britain and the U.S. 

In 2006, when the lowest level of local self-government was abolished, the 
municipality remained the only territorial unit of local self-government; it was fully 
dependent on the central government. The municipalities lack real autonomy since 
they have no fiscal authority and are dependent on the central government for 
financial transfers. At the upper level, regional governors are not elected, but 
appointed by the president (as of 2013, they will be appointed by the prime minister). 
One of the priorities of the new government is a thorough administrative reform, and 
the reintroduction of community-level local government is under consideration.  

A functioning system of checks and balances still needs to be developed. With the 
coming to power of the Georgian Dream coalition after the October 2012 elections, 
the situation has considerably improved. However, it remains to be seen whether this 
is a first step toward a greater pluralization of the political system and a 
decentralization of power. 

 Performance of 
democratic 
institutions 
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 Until recently, not all democratic institutions were equally respected. Political parties 
frequently complained about the excessive use of administrative resources by the 
incumbent elites during elections, and the general public mistrusted such institutions 
as the parliament and the judiciary. As a rule, opposition parties would doubt the 
fairness of elections, and would often refuse to accept their results. In the 
parliamentary elections of October 2012, the ruling elite was replaced through a 
peaceful and legitimate electoral process. 

Since the 2012 elections, significant improvements have been made. Political control 
of state institutions has decreased, and the new government makes an effort to be 
more transparent, posting to the Internet important documents, including evidence of 
corruption and the misuse of public funds.  

The prime minister and at least some members of the cabinet regularly explain the 
details of government policies in press meetings as well as in dialogue with NGOs 
and/or with foreign diplomats. However, key decisions still appear to be made by a 
small circle close to the prime minister, and there is little if any tradition of strategic, 
long-term planning. 

The elections and the increased transparency in governance have contributed to 
greater legitimacy of democratic institutions in the country. The existence of a rather 
vocal opposition in the parliament serves to further increase the public’s attention on 
important issues, and therefore on the functioning of such institutions. There is, 
however, still a widespread mistrust toward judges, attorneys, finance inspectors, and 
some other public servants, whose resignation and legal prosecution have been 
constantly called for by different groups in society. 

 Commitment to 
democratic 
institutions 
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5 | Political and Social Integration 

  

 There are very few obstacles to creating and forming political parties in Georgia, 
other than the prohibition of parties based on regional or territorial principle. With 
about 200 registered parties, and five or six relatively influential parties, the party 
system reveals a high degree of fragmentation and fluidity. The United National 
Movement (UNM), which was the ruling party until the parliamentary elections in 
October 2012, continues in a sense a tradition dating back to the Round Table 
Coalition of former President Zviad Gamsakhurdia and the Citizens’ Union of 
Georgia (CUG) of Eduard Shevardnadze in that it lacks a clear-cut political program 
and ideological platform. Claiming to represent the interests of the whole nation, it is 
rather to be understood as the voice of the bureaucratic administration, and attracts 
mainly career-oriented conformists. Up to now, the stability of a party was largely 
dependent on its capacity to retain government offices. As soon as a party lost power, 
it ceased to exist.  

 Party system 
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Since the elections of October 2012, the UNM has become an opposition party and 
will remain in a situation of cohabitation until the presidential elections in late 2013. 
It remains to be seen if the party will continue to exist as a viable political institution 
after President Saakashvili leaves. Equally, it remains to be seen whether the now 
ruling Georgian Dream coalition develops into a consolidated party or splits into a 
number of independent smaller political units.  

Generally, the Georgian party system is not based on clear-cut political conceptions 
and is criticized for not being able to represent any concrete social groups within 
society. The smaller value-based parties such as the Republican, Social-Democratic 
or Green parties, with clearer social profiles, visions and political mandates seem to 
indicate progress toward a more pluralistic and representative party system. 

 The influence of social interest groups is low. Trade unions do exist, but their felt 
presence is negligible. This is partly due to high rates of unemployment and self-
employment and the lack of big industrial enterprises, but it is also because the ersatz 
trade unions from the Soviet past have discredited the notion of trade unionism. The 
overall weakness of trade unions is reflected by the fact that the adoption of a very 
flexible and liberal labor code criticized by the European Neighbourhood Policy 
(ENP) assessment report was hardly noticed by internal social actors.  

A few other interest groups exist, including a few professional associations, youth 
organizations, the Landowners Union, the Employers’ Association, the Federation of 
Businessmen (formerly the Taxpayers’ Association) and other business associations. 
A number of community-based organizations had been created with the support of 
international organizations, but they mostly died out as soon as external funding 
ceased. 

Though NGOs form a dense network in Tbilisi and some major cities, their ability to 
act as mediators between the state and society is still severely constrained by their 
loose roots in society, especially in rural areas. Their activities seem to be mainly 
influenced by the international organizations on which they are financially 
dependent. 

 Interest groups 

4  

 According to a nationwide survey conducted by the National Democratic Institute in 
March 2013, 58% of respondents view Georgia as headed in the right direction, while 
8% said the country is going in the wrong direction. Asked whether Georgia is a 
democracy now, 43% of respondents said yes, compared to 38% who said no. Just 
over half (51%) declared that democracy for them meant freedom of expression and 
a free press, while 44% declared that democracy for them meant equality of all 
citizens before the law, and 35% considered democracy to be the protection of human 
rights. According to this same survey, priority was given by the population to the 
creation of jobs, followed by ensuring territorial integrity, providing medical care and 
overcoming poverty. 

 Approval of 
democracy 
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 According to a recent study, Georgia exhibits high degrees of “bonding” social 
capital, i.e. of trust and of collaboration within tight-knit groups. Georgians 
demonstrate high level of solidarity within such groups, and most Georgians have 
given and received help from family, friends or neighbors, often putting the needs of 
others before their own.  

The data also showed that Georgians have positive attitudes about other nationalities. 
If needed, groups can form among neighbors or colleagues to address problems. 

However, Georgia still has low levels of “bridging” social capital, particularly of the 
type that facilitates more systematic cooperation between relative strangers. 
Respectively, Georgia shows low levels of membership in formalized associations, 
NGOs or interest groups. According to data from the World Value Surveys, Georgia 
ranks extremely low in comparison to a broad peer group of transforming countries. 
Less than 5% of the population engages in associations or other formalized civic 
activity, and there are few membership-based associations in the country. 

 Social capital 

4  

 II. Economic Transformation 

  

 
6 | Level of Socioeconomic Development 

 Question 
Score 

 According to a UNICEF 2011 survey, average household monthly income in Georgia 
during 2011 was GEL 374 as compared to GEL 322 in 2009, an increase of 15%, 
although when adjusted for inflation, income actually decreased by 2%. Poverty rates 
decreased from 2009 to 2011. According to official statistics the number of 
households below the relative poverty threshold (GEL 109.2) fell from 24% to 22%. 
Still, 8.3% of households in Georgia and over 9% of the population lived in extreme 
poverty in 2011, based on the extreme poverty threshold (GEL 71.7). 

The poverty level remained high throughout the period of economic growth, although 
it is difficult to make longer-term chronological comparisons, as the government 
changed poverty measurement methodology in 2005 (at which point the official 
poverty level was ca. 54%), moving from measuring absolute to relative poverty. 

Inequality is high. According to UNICEF data, the Gini coefficient for income in 
2011 was 0.48, unchanged from 2009, although one should take into account that 
consumption figures are generally higher than commonly underreported reported 
income, partly because of the role played by in-kind consumption, particularly in 
rural areas. 

 Socioeconomic 
barriers 
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While the situation with social exclusion remains worrisome, it has improved in the 
last several years. There is a significant difference between the rural and urban 
poverty rates (the former is significantly higher), and wide variation in poverty rates 
by region. Households with more children are more likely to be poor, and households 
with three or more children are more than twice as likely to be poor than a household 
with no children. Households in which adults have more education are less likely to 
be poor. The key reasons for social exclusion are incomplete education among 
household members, no employment or land ownership, lack of access to healthcare, 
lack of access to loans or credit, and lack of social assistance when needed and 
requested.  

Gender inequality seems to be more important in urban areas, and less so in rural, 
although single mothers are among the most vulnerable groups everywhere. The 
Gender Inequality Index, a composite measure reflecting inequality in achievements 
between women and men in reproductive health, empowerment and the labor market, 
equaled 0.418 for Georgia in 2011. 

While more than half of Georgia’s population lives in rural areas, the share of GDP 
created in agriculture is ca. 8% to 9%, indicating high inefficiency of mainly 
subsistence agriculture. This is related to small land plots, outdated agri-technology 
and machinery, and the lack of access to seasonal or longer-term credit. Banks or 
micro-financial institutions are not felt to be a feasible option for small-scale farmers, 
as interest rates are high. Longer-term loans, which would give farmers time to 
harvest their crops and pay back the loans, are not available. 

    

 Economic indicators  2009 2010 2011 2012 

      
GDP $ M 10766.8 11638.2 14434.6 15829.2 

GDP growth % -3.8 6.3 7.0 6.0 

Inflation (CPI) % 1.7 7.1 8.5 -0.9 

Unemployment % 16.9 16.3 15.1 - 

      
Foreign direct investment % of GDP 6.1 7.5 7.5 5.0 

Export growth  % - - - - 

Import growth % - - - - 

Current account balance $ M -1138.9 -1195.9 -1839.8 -1813.5 
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Economic indicators  2009 2010 2011 2012 

      
Public debt % of GDP 37.3 39.2 33.8 32.7 

External debt $ M 8556.0 9519.2 11123.8 - 

Total debt service $ M 769.7 803.5 1605.9 - 
 

 
    

Cash surplus or deficit % of GDP -7.8 -4.4 -1.2 -0.5 

Tax revenue % of GDP 23.1 22.1 23.8 24.1 

Government consumption % of GDP 24.5 21.1 18.2 17.7 

Public expnd. on edu. % of GDP 3.2 - 2.7 - 

Public expnd. on health % of GDP 2.3 2.4 2.2 - 

R&D expenditure % of GDP - - - - 

Military expenditure % of GDP 5.6 3.9 3.2 2.9 

      
Sources: The World Bank, World Development Indicators 2013 | International Monetary Fund (IMF), 
World Economic Outlook 2013 | Stockholm International Pease Research Institute (SIPRI), Military 
Expenditure Database 2013. 

 
7 | Organization of the Market and Competition 

  

 The solid legal and institutional framework for a competitive market economy created 
by the government since the Rose Revolution continued to be a very important factor 
in stabilizing Georgia’s economy after the 2008 war. In order to counter the trend of 
decreasing state income in the aftermath of the war and the global financial crisis, the 
government is currently trying to foster investments in areas such as tourism, 
infrastructure and export development.  

Comparatively low income taxes and liberal legislation are considered important 
instruments to attract foreign investment. Georgia further improved its position in the 
World Bank’s Ease of Doing Business Index during the period under review. The 
country ranked 9th in 2012 (18th in 2007, 12th in 2010).  

At the same time, as a Transparency International report revealed in December 2012, 
state intervention in the finance sector had become tighter by the end of 2011, and, in 
particular, a number of significant amendments enhancing the powers of the National 
Bank and the Financial Monitoring Service (FMS) had been implemented. In the pre-
election period, the National Bureau of Enforcement confiscated opposition leader 
Bidzina Ivanishvili’s share in the commercial Cartu Bank for his failure to pay a $45 
million fine, obviously imposed for political reasons. 

While on the surface the economy seemed to be quite liberal in the period under 
review, political leadership applied significant pressures on businesses, high-level 

 Market-based 
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corruption remained a problem, property rights were not well protected, effective 
antimonopoly provisions were lacking, and the lack of a fair and impartial judiciary 
imposed serious constraints on the development of a business-friendly market 
economy. Reflecting these constraints, another survey conducted by the World Bank 
showed Georgia to have some of the most extensive influence over the formal 
economy (72%) among the 151 countries covered. 

The new government’s long-term approach vis-à-vis business remains to be seen, but 
the tendency to date seems to be to dissociate business from politics. 

 The policy of economic liberalization and the opening of the Georgian economy to 
international trade and business did not improve the economic situation concerning 
monopolies and business conglomerates between state authorities and company 
owners. The European Union and Transparency International criticized the lack of an 
independent competition authority in Georgia. Transparency International published 
a large-scale analysis of monopolies and corruption in the Georgian economy from 
2003to 2012. This inquiry draws a dramatic picture of elite corruption and 
governmental pressure on business. The new government promises to restore the 
Anticartel Office and the Arbitration Court and to hold down taxes for business. Real 
action remains to be seen. 

 Anti-monopoly 
policy 

5  

 As a consequence of reforms aimed at reducing the number of customs control 
institutions, lowering import duties and simplifying procedures for customs 
clearance, the foreign trade regime adopted in Georgia is comparatively liberal. Only 
a very restricted number of goods require licensing for import and export. A number 
of bilateral agreements with most industrialized countries have significantly 
contributed to facilitating access to Georgian goods on international markets. Despite 
a difficult geopolitical location, Georgia ranks relatively high in the World Bank’s 
Trading Across Borders Index (38th in 2012). According to preliminary data of the 
National Statistics Office Geostat, Georgia’s foreign-trade turnover was $665 million 
in January 2013, a 1% year-on-year increase. Exports were valued at $196.3 million, 
representing a 25.1% increase over the prior year. Imports reached a volume of 
$468.4 million, down 6.4%. The $272.1 million trade gap decreased by 20.9%.  

Although President Saakashvili announced many times his intention to make the 
cities of Batumi and Poti free-trade zones in order to attract investors from the 
Arabian Peninsula, no concrete results have yet been achieved, and the strategic 
approach of the new government to attracting FDI remains to be seen. Plans to create 
investment agencies, however, have been voiced by Prime Minister Ivanishvili. 

After repeated negotiations between the new Georgian government and the European 
Union, a Deep and Comprehensive Free Trade Agreement (DCFTA) between 
Georgia and the European Union, as well as visa liberalization for Georgian citizens, 
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are likely to be signed later in the fall of 2013, as a part of more general Association 
Agreement. 

 In recent years, Georgia’s financial sector has expanded significantly. Bank 
operations, once virtually unknown to most ordinary Georgian citizens, are now part 
of daily life. Banking total assets have increased from $0.4 billion in 2001 to $12 
billion in 2011, representing an impressive 33% average growth rate. While the total 
value represents only 70% of GDP, which is a relatively modest figure that could be 
attributed to the large uncovered population in the country’s rural areas. Interrupted 
by the decline following the 2008 war and subsequent global financial crisis, the 
economy in 2010 started recovering, and positive trends have since been observed in 
the financial sector.  

Georgian banks have come out of the crisis with quite high levels of capital and 
liquidity, and the sector is considered stable. This can be attributed first to the fact 
that the banking sector had been firmly consolidated prior to the crisis, and second, 
the country received substantial international financial aid after the 2008 war, 
managed mainly by the local bank sector. Finally, many banks received direct aid 
from their shareholders as well as from international financial institutions. Within the 
last ten years, international financial institutions, such as the European Bank for 
Reconstruction and Development (EBRD), the World Bank, International Financial 
Corporation, European Investment Bank, German Development Bank, and others, 
have made significant investments in the Georgian banking industry. The 
participation of these organizations in the banking sector has been reflected also in 
the advanced corporate governance and transparency of the sector.  

Today Georgia is represented by a two-tier banking system, one comprised of the 
National Bank of Georgia (NBG) and the other by commercial banks. The only 
permitted legal status of a bank is a joint-stock company. Capital requirements for 
commercial banks are in line with the standards of the Basel Committee on Banking 
Supervision and corresponding EU directives. The level of minimum capital for 
commercial banks is set by the NBG at GEL 12 million for newly founded 
commercial banks and branches of a foreign bank. It should be noted that Georgia 
does not impose any restrictions on the inflow or outflow of capital. 

Access to credit is often still quite limited. Whereas credit is mainly concentrated in 
the retail trade and construction sector, agriculture remains underfunded. Higher 
interest rates than those seen in most emerging markets limit the availability of 
needed capital injections to small- and medium-sized enterprises (SMEs). As a 
whole, the banking sector is small in absolute figures, and most of these assets are 
foreign-owned. Foreign ownership can be a valuable resource in providing banks 
with financial assistance through their shareholders if needed. In a recent report 
(2012), Fitch Ratings considered Georgia’s banking sector as inflated in relation to 
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the total size of the country’s economy. However, as many financial institutions have 
strong foreign owners, the pressure and risks for leading banks are relatively low. 

 
8 | Currency and Price Stability 

  

 After comparatively low inflation in 2009 (1.7%), the Georgian economy again 
suffered from fairly high inflation rates, which exceeded 7% in 2010. However, in 
the course of 2012, inflation declined to a record -3% in July 2012, and, after a brief 
rebound in the winter, fell again to -2% as of March 2013. Some utility prices such 
as rates for electric energy, gas and water have also declined. Interest rates also sank 
in early 2013 (4.50% as of March 2013) to the lowest levels since 2008, when it 
reached as high as 12%. 

Financial volatility is influenced by upward inflationary pressures reflecting a rising 
domestic demand for imports. As Georgia imports virtually all of its needed supplies 
of natural gas and oil products, and even essential food products, there is a rapid 
growth of the money supply and the expansion in net foreign assets, and, in addition, 
increasing volumes of imports are not matched by a corresponding growth in exports, 
creating a huge current accounts deficit. All this makes it difficult for the government 
to pursue a consistent anti-inflation policy. It is a very important challenge for the 
country to develop a powerful export sector in order to dramatically reduce the 
foreign-trade gap (in Q1 of 2013, a trade deficit of $1.013 billion was registered, 
accounting for 47% of the total foreign trade), threatening the financial stability of 
the country, burdened also by large foreign debt. 

 Anti-inflation / 
forex policy 

7  

 Until recently, relatively high growth rates and the substantial reforms of 2004 2006 
ensured a high degree of macroeconomic stability, temporarily disrupted by the 2008 
war. Among these early reforms, the adoption of a simplified tax code with the 
introduction of a flat-rate income tax has led to a significant rise in budgetary 
revenues from 15.1% of GDP in 2002 to 28% in 2008 (ca. 26% in 2012). The 
comparatively stable financial situation in the country after the 2008 war was largely 
due to the significant financial aid allocated by the international community ($4.5 
billion).  

However, no decisive increase in exports was recorded, while FDI growth never 
reached prewar volume. Foreign debt has been increasing (21% of GDP in 2008, 38% 
in 2010, 43.2% (projected) in 2011). Georgia’s gross external debt amounted to $138 
billion, of which the public sector accounted for the 31.9% of the total debt, and the 
country’s central bank -5%, as of 30 September 2012, according to the National Bank 
of Georgia. 

 Macrostability 

7  



BTI 2014 | Georgia 23 

 
 

Several large repayments are due in the coming years, so that foreign debt is bound 
to increase further. In the long term, all this poses a serious challenge to 
macroeconomic stability.  

The credit rating agency Fitch, which has raised Georgia’s sovereign-credit rating 
one notch to BB-, three short of investment grade, with a stable outlook, said in 
December that general government debt was set to decline in 2012 2013 from the 
peak of 37% of GDP reached in 2010.  

The budget deficit for 2013 is planned at around 2.8% of GDP, while in 2012 the 
budget deficit neared 3.5% (MoF calculation of budget deficit is based on the IMF 
Government Finance Statistics, 1986). Reducing the deficit, an important move 
toward fiscal consolidation, suggests a more responsible attitude by the government. 

 
9 | Private Property 

  

 According to the 2012 World Bank’s Registration of Private Property Index (one of 
the indices used to calculate the Ease in Doing Business Index), Georgia ranks first 
among the countries surveyed. This positive figure reflects the fact that the legal basis 
for the protection of private property has considerably improved since the Rose 
Revolution. The amendments to the laws on registration of immovable property in 
particular have closed substantial gaps in the country’s legislation.  

However, according to more critical observations made by local and international 
experts, a wave of police-led seizures of private property reflects severe institutional 
weaknesses in the judiciary and tax administration agencies, both of which are quite 
vulnerable to executive interference and tend to ignore norms of procedural justice. 
This problem was growing increasingly acute after state revenues fell in the wake of 
the 2008 war and the global financial crisis.  

Some objects belonging to the country’s cultural heritage, such as the Romanov 
Palace in Borjomi, and the Alexander Chavchavadze Museum, were sold to foreign 
investors in the context of quite opaque transactions, without any public debate. 
Journalists have been investigating allegations that the president himself has been 
misusing these objects as private residences. 

However, the new government has promised to curb the arbitrary disposition of 
public and private property, reestablish justice in dubious cases, guarantee property 
rights, and bring more transparency to both past and future transactions. 

 Property rights 

6  

 Immediately after the Rose Revolution, the government launched a large-scale 
privatization program, considerably accelerating the privatization of large 
enterprises. Prior to the Rose Revolution, state property privatization had focused 
primarily on small-scale enterprises. The process of creating an adequate institutional 
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framework for the privatization of major assets is now complete. Nonetheless, the 
privatization of large-scale companies continues to lack transparency, an early 
example being the very first privatization of the aviation factory in Tbilisi. The full 
adequacy of the institutional framework therefore remains questionable. 

The Georgian Institute for the Freedom of Information recently published a report 
detailing dubious cases of privatization in which private and juridical persons 
received valuable real estate for a symbolic price of one Georgian lari. Among the 
beneficiaries were the president’s mother and the brother of the mayor of Tbilisi, as 
well as ministers and high government officials.  

In some cases, property ownership is hidden in offshore zones, and some companies 
are indirectly controlled by the government or its officials. The private sector is still 
dominated by formerly state-owned enterprises, whose net job creation rate is quite 
low, in part because they are still tackling the difficult task of restructuring. New 
private enterprises, which are generally a source of labor demand, still constitute a 
relatively small but growing share of the private sector. 

In a February 2013 information session, the new government assured all 
entrepreneurs acting in Georgia that state intervention in private enterprises was 
going to stop immediately, and the office of a business ombudsman, an antitrust 
authority and an arbitrage court were going to be created. The effects of these 
measures remain to be seen. 

 
10 | Welfare Regime 

  

 Recent years have seen significant efforts by the Georgian government to improve 
the existing welfare regime, which is, however, still far from satisfying subsistence 
needs.  

In 2004, a major reform of the welfare system, initially focusing mainly on pensions, 
was introduced. Pensions constitute the main social benefit and are available for men 
aged over 65 and women over 60, people with a first-degree disability, and war 
veterans or victims of Soviet repression.  

The second phase of the reform effort began in 2006 with the main objective of 
improving the targeting of beneficiaries, shifting from category-based social 
assistance to means-tested assistance in order to ensure that scarce financial resources 
would be channeled to those with the most need. To test means, a sophisticated 
targeting system was set up and a database of the socially vulnerable population was 
launched. Households in need are classified by trained personnel according to a 
sophisticated points system. 

 Social safety nets 

5  



BTI 2014 | Georgia 25 

 
 

Targeted social assistance (TSA) is the main cash benefit available to families 
experiencing financial hardship. For eligible households within the score range for 
social aid, three packages may include electricity subsidies, health insurance 
vouchers and (even by Georgian standards) very modest monetary benefit.  

There still exist categorical benefits, which include family assistance, utilities 
subsidies and internally displaced persons (IDP) benefits. Family assistance has been 
available to pensioner families, disabled children and others with first-category 
disability, and families with seven or more children. The entitlement is limited to 
those families who applied for assistance before 2007 and is now being phased out. 
Utilities subsidies are available for 12 categories of people, including war veterans, 
while the IDP benefit is available to all internally displaced individuals, victims of 
the conflicts in the 1990s and August 2008. 

In addition to centrally administered social transfers, most municipalities also provide 
some cash and in-kind benefits, although both the coverage and the value of these 
benefits are quite low, and as a rule they are occasional or one-off events. 

INGOs are providing additional assistance to vulnerable population groups, 
especially focusing on IDPs, gradually shifting from humanitarian relief to more 
development-focused activities, targeting those who are not adequately covered by 
the official assistance programs. 

In the 2013 national budget, considerably more funds are devoted to social issues. 
The expenditures for health and other social issues reached GEL 630 million and thus 
almost doubled compared to the 2012 budget. Some important measures have been 
taken: The threshold for getting social help has been lowered, pensions have been 
raised, and are promised to rise further from September 2013. From 1 July 2013, all 
citizens will be entitled to basic healthcare. 

 Georgia is still far from ensuring equal opportunities to all its citizens. Significant 
differences persist between rural and urban areas and between the poorer and the 
more developed regions of the country in terms of access to infrastructure services. 
In addition, gender inequality remains an issue of concern. Although education 
enrollment rates now show no difference between female and male students, gender 
gaps are evident in labor force participation, career success, and remuneration, with 
women less represented in more prestigious or powerful positions. While 
unemployment was significantly higher among males (16.7%) than females (13.1%) 
as of 2011, according to official statistics, a higher number of women reported as 
employed appear to be, in reality, self-employed, a significant proportion of them in 
agriculture.  

Although there is no legal discrimination against ethnic minorities, their 
representation in state jobs is disproportionately low. This can in part be explained 
by the lack of proficiency in the Georgian language often found among ethnic 
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minorities; language proficiency is a necessary precondition for taking many state 
jobs. The situation of ethnic minorities, particularly in urban areas, improved in the 
period under review, however, especially with regard to integration in the educational 
system and in the labor market.  

One important aspect of social inequality is the stigma carried by representatives of 
sexual minorities, but also by disabled persons. In the latter case, little is done to 
integrate the disabled into society, jobs or educational institutions, both due to social 
barriers and to inadequate physical infrastructure. Still another issue is the frequently 
expressed general intolerance toward representatives of nontraditional religious 
denominations, e.g. Jehovah’s Witnesses. 

 
11 | Economic Performance 

  

 After several years of rapid economic growth and reform that started in 2004, 
Georgia’s economy faced a serious downturn in mid-2008 as a result of the war with 
Russia, the financial crisis, and the subsequent global recession. As a result, the 
economy contracted by an estimated 3.9% in 2009, and has since shown relatively 
impressive annual growth of 6%to 7%.  

The remarkable economic growth that Georgia witnessed in the years prior to the 
2008 war was due largely to the country’s ability to attract foreign direct investment, 
although much of it, apart from developing important transportation infrastructure, 
was either speculative capital or invested in real estate. A substantial inflow of 
international financial aid ($4.5 billion) since the 2008 war has helped Georgia to 
navigate both the consequences of the war and the global financial crisis. General 
conditions for foreign investment continue to be favorable, but FDI has yet to catch 
up with earlier rates. Georgia is also still struggling to develop its exports (in 
particular agriculture, food processing and industry) in order to narrow a huge trade 
deficit and pay out the gross external debt of $13 billion (as of September 2012). 

In order to stimulate economic activity, the new government has created three 
different investment funds. The Partnership Fund, with $2 billion in capital, is meant 
to attract national and international investors and is based on the idea of shareholding. 
The second investment fund is designed to support Georgian enterprises. The third 
fund is designed to foster research activities and develop innovation.  

The tax rate for enterprises has been kept at 16%.  

There are hopes that signing the DCFTA with the European Union, which is supposed 
to take place by the end of 2013, will open EU markets to Georgia’s products, and 
new prospects for attracting FDI. However, what is lacking is a sound long-term 
strategy for the economic development of the country, fully exploiting its 
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comparative advantages and prioritizing the most promising directions of 
development. 

 
12 | Sustainability 

  

 As in many other areas, Georgia established a comprehensive legal framework for 
environmental protection in the 1990s. However, as a result of corruption and 
indifference, there have been serious problems with the enforcement of these legal 
norms. Reforms initiated by the authorities since the Rose Revolution have been 
aimed primarily at enhancing the state’s potential in monitoring and exercising 
sanctions.  

The strategy is built on two pillars. First, in order to strengthen oversight capacities, 
a wide range of competing agencies with overlapping competences have been merged 
under the Ministry for the Protection of the Environment. Second, the authorities have 
reduced the number of permits needed for construction and extraction activities in 
order to remove opportunities for extortion. Critics claim that, in particular, the 
second pillar of the overall reform strategy has led to some fatal consequences. For 
example, once authorities cut regulations, construction as well as oil and gas 
extraction ceased to be classified as environmentally sensitive activities, which, in 
turn, resulted in severe environmental problems.  

Forests are poorly protected. As a result of persistent corruption, almost 60% of the 
annual forest harvest (40% of Georgian territory is covered by forest) goes 
unrecorded. Exacerbating the situation is the total absence of strategies and resources 
for sustainable resource management. No reliable forest inventories exist. Official 
leasing contracts are, as a rule, short-term and do not provide any incentives for a 
sustainable use of resources. As a consequence, there is an alarming degree of 
deforestation in Georgia, which increases the likelihood of soil erosion, landslides 
and flooding. 

The construction of several hydroelectric plants, which could have a substantial 
impact on the ecosystem, has been often criticized by environmental NGOs such as 
Green Alternative. However, this has not hindered the plans, in particular for the big 
Khudoni Dam on the Enguri River. The construction of seven hydroelectric plants in 
the Kazbegi district and in the Dariali Valley has already begun. The planning and 
construction of these hydroelectric plants have not been sufficiently transparent; they 
have been conducted without consultation of ecological experts or open discussion. 
The government tends to emphasize the economic advantages of these projects and 
trivialize possible ecological risks. 

 Environmental 
policy 

6  



BTI 2014 | Georgia 28 

 
 

Another problematic issue is the question of waste disposal and the situation of 
canalization systems, which are the source of numerous infections. The situation of 
the country’s polluted lakes and rivers requires urgent action. 

 Education policy in Georgia has been marked by increased investment, but corruption 
and politicization in the educational system remain major issues in certain areas. 

The great achievements of the education policy since Georgia joined the Bologna 
Process in 2005 was the elimination of corruption for university entrance exams. The 
national exams, while reducing corruption in the admissions process to university, 
have generated a demand for fees-based private instruction for young people in 
preparing for these exams. At the same time, this has compromised motivations 
among secondary school students insofar as their main concern now is simply to pass 
the national exams.  

According to a poll conducted in 2008, universities continue to suffer from 
corruption. Whereas students in the past would pay bribes for admission, now they 
pay for grades. Moreover, there are claims that the staff renewal that took place at the 
country’s major universities was in some cases again overshadowed by corrupt 
practices. These include the granting of positions to former staff who participated in 
ostensibly open competitions for their positions despite the presence of allegedly 
more qualified candidates. Another major issue is the tuition fees to be paid at all 
universities in the country, although some students will get fee waivers. For other 
students, this poses a major difficulty, as tuition fees are about GEL 2300 at state 
universities and more than GEL 5000 at private universities, the average salary being 
GEL 636 per month according to official statistics.  

At the same time, the quality of higher education at the majority of universities is 
rather low. Particularly lacking are basic sciences and engineering, which are 
thoroughly neglected by the government. 

Investment in education has been continuously increasing in the last couple of years 
(GEL 625.7 million in 2012 and GEL 670 million in 2013). Teachers’ salaries were 
raised, and schools provided with better infrastructure. 

The goals to decentralize the educational system and to grant schools a greater degree 
of autonomy were not reached. Instead, after Dimitri Shashkin became Minister of 
Education and Science in December 2009 (a position he held until Summer 2012), a 
very strong tendency toward centralism in the whole of the country’s school system 
has been observed. Security guards with police authority were sent to the schools. 
According to independent media reports, these security guards would also survey the 
political orientation of the teachers. Indeed, in the year prior to the 2012 
parliamentary elections, many teachers were fired for political reasons. 

 Education policy / 
R&D 
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However, the greatest concern is the poor quality of education, as has been 
demonstrated by all international testing programs conducted in Georgia during the 
last several years (PIRLS, TIMSS, TEDS-M and PISA). 

In October 2012, a commission for the reform of the educational and academic 
system was created. The mechanisms for ensuring high academic standards include 
the tenure track system, peer reviewed publications and promotion based on merit. 
An important impetus will be provided by the U.S. Millennium Challenge program, 
which has allocated ca. $350 million over the next several years, prioritizing support 
of vocational education and higher education in science, technology, engineering and 
mathematics. 
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 Transformation Management    

 I. Level of Difficulty 

  

    

 The level of structural difficulties faced by the political leadership is comparatively 
high. Soviet legacies include an unbalanced economy badly adapted to the pressures 
of globalization, the lack of autonomous social organizations, a weak civil society, 
and a longstanding tradition of authoritarian rule. The country’s self-sustaining lack 
of political pluralism is exacerbated by the burden of the unresolved ethnic conflicts 
in South Ossetia and Abkhazia, by difficult relations with neighboring Russia, and 
by the legacy of pervasive corruption, which contributed to a weakening of state 
structures and a significant delay of structural reforms under the Shevardnadze 
administration. Two of the few advantages, a comfortable geographical location at 
the crossroads of important energy transport lines and the presence of a well-educated 
labor force, have the potential to catalyze economic development. The 2008 war with 
Russia has demonstrated with utmost clarity that all future plans at sustainable 
recovery rely on a long-lasting resolution of ethnic conflict. 

 Structural 
constraints 

7  

 After the collapse of the Soviet Union, many social institutions had to be built from 
scratch, as the genuine civil society institutions started to emerge only during the late 
perestroika years.  

NGOs and CSOs have often proved ineffective, lacked legitimacy in the public’s eye, 
and failed to create trust in the population, especially because their activities often 
were restrained to a very narrow sector. Frequently, civil activists who were urban 
intellectuals were unable to make foreign concepts understandable to a local audience 
brought up in different political and cultural environment. Most CSOs and NGOs are 
located in urban areas, mainly in the capital Tbilisi.  

In some cases, NGOs have indeed developed into a real industry with the aim of 
acquiring foreign assistance funds, or served as temporary havens for politicians. 
Nevertheless, the civil sector played and continues to play an important role in 
initiating public debate on issues of public concern; pressures the government to 
follow democratic procedures and defend human and minority rights; conducts 
independent evaluations; and monitors important political, social, economic or 
environmental projects or processes. 

 Civil society 
traditions 

7  
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Civil society played a key role in Georgia’s democratic transformation, including the 
electoral victory of the opposition in 2012. 

 Compared with previous years, conflicts in Georgia seem to have lost some of their 
intensity. The ethnic conflict around the two breakaway regions of South Ossetia and 
Abkhazia, a conflict that was, for more than 14 years, superficially stabilized in a 
fragile state of “no war, no peace,” exploded into open violence and warfare in 2008 
and created a status quo that virtually cemented the breaking away of these two 
regions from the Georgian state. Although the war was also about a confrontation 
with Russia, unresolved ethnic tensions between ethnic Georgians and ethnic 
Ossetians and Abkhazians played a role as well.  

In recent times, the idea that ethnic conflicts will have to be solved politically through 
dialogue as well as through concrete measures aimed at building trust on both sides, 
rather than through military action, has become popular, especially among young 
people. The new Minister of Reintegration Paata Zakareashvili, who has a wide 
experience in the field of conflict management, advocates this idea strongly. 

 Conflict intensity 

6  

 II. Management Performance 

  

 
14 | Steering Capability 

 Question 
Score 

 The period prior to the 2008 war was marked by a significant decline of the political 
leadership’s capacity to maintain strategic priorities and adequately define goals. The 
very fact that the previous government engaged in this war and counted on more 
active Western support illustrates that it failed to realistically evaluate the 
international context. 

The lack of strategic vision in publicly debated strategy documents, along with the 
lack of clearly formulated agendas on the part of almost every political force, is a 
major drawback. Whenever such documents exist, their intention is more related to 
public relations objectives than an operational plan. Furthermore, whenever strategic 
priorities are set, they may haphazardly change or not be maintained in a consistent 
manner, due to dominance of voluntarism and unpredictability at the top level of 
governance.  

The lack of strategic thinking is related partly to the legacy of an outdated political 
culture, and partly to the weakness of institutional incentives to think and plan 
strategically. That weakness, in turn, is related to decision-making by a small circle 
of leadership, and its reluctance to involve independent experts or consult with the 
population and civil society, which may oppose governmental plans. Poor definition 

 Prioritization 
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of priorities is linked to the absence of institutionalized channels through which 
policies can be publicly negotiated. There is also a tradition of imitating democratic 
institutions and procedures, which leads to disinterest in the content of any policy 
debate unless politically relevant, and to widespread populism. 

It remains to be seen whether the new government will be able to change the pattern; 
early signs are not encouraging. 

 While the Saakashvili government implemented many important reforms during its 
first years in power, from 2007 its main concern became political survival. 
Implementation of reforms stalled, hindered further by the lack of strategic vision on 
the part of the leadership and by the preoccupation with unrealistic projects like 
building a new city (Lazika), or promoting democratic reforms abroad. 

Because many of the strategic documents were drafted to sway public opinion, 
especially abroad, their implementation could not be straightforward, consistent or 
successful. The government’s promises included eradicating poverty, developing 
agriculture, resolving conflicts in Abkhazia and South Ossetia, and joining NATO 
and the European Union. 

In general, all the governments in Georgia struggled both to develop functional 
strategic plans and to implement existing plans. There are fears that the problem may 
continue with the new government, whose officials in some cases lack professional 
expertise and managerial skills. 

 Implementation 

6  

 In the period prior to the October 2012 parliamentary elections, one could have the 
impression that the Saakashvili administration had been committing the same 
mistakes as Edward Shevardnadze during the last years of his presidency: high 
turnover in government positions, politicization of state institutions, and the use of 
violence and intimidation. 

After the elections, the cooperation between the government and civil society 
organizations improved considerably. Criticism presented by NGOs is being taken 
into account by the authorities. In February 2013, a conference organized by the 
government, Human Rights and the Rule of Law, was attended by a number of NGOs, 
opposition politicians, representatives of media organizations, and independent 
experts. During this conference, issues such as the situation of inmates, the status of 
political prisoners, and the definition of future priorities in the improvement of 
human rights were discussed.  

The relationship between the parties supporting the government and the UNM is 
uneasy. Thus, the UNM accused members of the new government of pro-Russian 
orientation. On the other hand, both political camps sometimes succeeded in bridging 
considerable differences. For example, constitutional amendments that will limit the 
powers of the president passed with a majority of 134 votes from both political 

 Policy learning 
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camps. Along the same lines, on 7 March 2013, the parliament adopted a resolution, 
drafted jointly by the coalition Georgian Dream and UNM, reiterating Georgia’s 
commitment to its pro-Western foreign policy course. 

At present, the president seems to play a destructive role in Georgian politics, always 
speaking about the country “deviating from the European path” and about “Russia’s 
victory.” Scaremongering tactics include his claim that soon “criminals from Russia 
as well as the ‘thieves in law’ will overtake power.” The president frequently delays 
signing bills into law, or approving the nomination of various ambassadors, including 
some in key positions, sabotaging or hindering most decisions by the government. 

 
15 | Resource Efficiency 

  

 The continual rotation of leading members of the government since the Rose 
Revolution does not seem to be motivated by any long-term strategy for the efficient 
management of resources. To make things worse, whimsical nominations to high 
government positions do not convey the impression of a rational and efficient 
management of human resources. The case of Vera Kobalia serves as an example. 
Kobalia, who had lived in Canada for 14 years prior to her July 2010 nomination as 
minister of the economy, was widely criticized for her lack of relevant qualifications 
and experience. Reshuffles in key positions of Georgia’s diplomatic service have also 
met criticism for being arbitrary and mainly motivated by the president’s own 
personal preferences. 

It remains to be seen whether the government elected in November 2012 will 
significantly alter this state of affairs. However, there have already been some 
controversial appointments with the new government. The minister of energy, for 
example, is a well-known footballer but hardly an expert on energy-related issues. 
These practices will continue to undermine trust in the government’s commitment to 
sound and consistent reforms. 

 Efficient use of 
assets 

5  

 Since the Rose Revolution, policy coordination has improved significantly. 
Ministries no longer function as shields for influential circles of economic actors, and 
policy has gained in coherence. Ample space, however, remains for improvement 
with regard to interagency coordination. Regular interference by the president 
represented the single most important means of ensuring cooperation between 
different parts of the administration.  

Recent events have highlighted the inherent structural weaknesses of this hierarchical 
and unpredictable form of policy coordination. The hearings before the parliamentary 
commission studying the August 2008 war, for example, revealed that the Georgian 
intelligence service forgot to share information with the Ministry of Economy on the 
willingness of Russian investors to invest into the Georgian energy sector. There are 

 Policy 
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signs that the issue of intra-governmental and interagency coordination will remain 
a weakness of the new Georgian government as well, although more time is needed 
to see how things develop. 

 Eight years after the Rose Revolution, combating corruption is still a government 
priority. So far, the official anticorruption plan, which aims at improving 
transparency and effectiveness of the civil service, has mainly targeted lower- and 
mid-level corruption. As a consequence, Georgia allegedly continues to suffer from 
corruption at elite levels, a concern that is constantly raised by the opposition.  

Claims have often been raised that police authorities misuse legislation to extort 
money from citizens. The extortion of shop owners and traders by police officers and 
tax inspectors was a widespread practice in the period prior to the Rose Revolution 
and was subsequently eradicated. Now, with state revenues sinking, this practice is 
said to be staging a comeback. 

Though it is quite difficult to judge the legitimacy of the opposition’s claims, the 
opportunities for cronyism and insider deals have certainly grown in recent years due 
to the concentration of power among a small and interwoven circle around the 
president. Moreover, the strategies applied so far in the battle against corruption have 
to some extent enhanced the opportunities for abuse of power at the elite level. 

Aside from structural reforms aimed at deregulation and the simplification of 
administrative procedures, anticorruption policies were mainly designed to enhance 
the state’s capacity to discipline officials. Quite often, this resulted in somewhat 
arbitrary executive interference with the daily execution of administrative tasks. 

The establishment of depersonalized institutional routine was thus prevented. The 
impression remains that the anticorruption mechanisms implemented by the 
government, which may have been appropriate for making initial progress, may in 
the long run turn out to be an obstacle to further progress. Indeed, internal deals, 
political intervention in the private economy, and elite corruption have remained an 
essential component of government activities under Saakashvili. Numerous examples 
of this are mentioned in a book recently published by Transparency International 
under the title “Who Owned Georgia.” For example, the monopoly held by a small 
number of companies in the pharmaceutical sector is significantly reducing the 
sector’s competitiveness, enabling the companies to maintain high income margins. 
The same companies made huge donations to the UNM.  

Since the new government came to power, there have not been any allegations with 
regard to corruption, but clientelism and cronyism remain. There already allegations 
that barely qualified family members of the new ministers stand to be rewarded with 
influential and prestigious jobs in other ministries. If this tendency continues, the 
credentials of the new government will be undermined. 

 Anti-corruption 
policy 
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16 | Consensus-Building 

  

 At the early stage of the “cohabitation,” the political climate in Georgia has become 
even more polarized than it was before. One reason for this is the fact that the UNM 
never really accepted that it lost power and did not miss any single opportunity to 
stoke controversy. President Saakashvili has played a particularly destructive role in 
this process. While presenting himself as a great conciliator abroad, open for every 
kind of dialogue, in Georgia he often prevents reconciliation and dialogue from 
taking place and renders cohabitation particularly difficult. An example of this is the 
fact that the president only agreed to appear publicly with Chairman of the Parliament 
David Usupashvili after long hours of negotiation. The president denigrated people 
who had been released from prison under the government’s December 2012 amnesty 
law as a “herd of criminals” and spoke about the existence of “Russian agents.”  

However, there is hardly any consensus on common goals among the members of the 
rather diverse coalition of political parties that make up Georgian Dream. There is no 
detailed strategic and value-based document around which the coalition can unite, 
and instead it is kept together by political circumstances and the fact of now being in 
power. There have already been some clashes of opinions on whether Georgia should 
transform into a parliamentary republic (promoted by the Republican Party). Personal 
disagreements have flared, for example between the defense minister and the prime 
minister regarding the former’s presidential ambitions; in the end, he lost his status 
as vice-prime minister. 

 Consensus on goals 

7  

 The primary challenge to democratization in Georgia does not so much consist of 
excluding or co-opting antidemocratic actors, but rather fighting the authorities’ 
inclination to sacrifice democratic principles in the name of what they call a 
“strengthening of state capabilities.” 

Although a thorough reform of the police authority has been implemented, the task 
of depoliticizing state institutions such as the police, the Ministry of the Interior, the 
State Audit Office and the Control Chamber remains. In the period prior to the 
October 2012 parliamentary elections, a coalescence of these institutions with the 
ruling UNM party could be observed. After the change of government in October 
2012, the police and other security organs were not sure whether their loyalty should 
be with the newly elected government or with the old president still in office. This 
raised questions as to their independence. 

The issue of excessive centralism and dominance of a single party is also reflected 
on the level of local administration. In some communities, officials would shift from 
the UNM to one of the Georgian Dream coalition parties, or else be put under 
pressure to give up their positions. The mayor of Tbilisi, Gigi Ugulava, a close ally 
of President Saakashvili, has employed some of the officials who had lost their 

 Anti-democratic 
actors 

7  



BTI 2014 | Georgia 36 

 
 

positions after the change of government in the city administration of Tbilisi. Among 
those was former minister of the Interior Vano Merabishvili. This is a clear example 
of political allegiance that does not conform with democratic standards. 

There also seem to be certain less democratic politicians and groups within the new 
ruling coalition. For example, there was a public outcry when the minister for IDPs, 
refugees and accommodation made xenophobic statements. The recent clash between 
the conspicuous MP Davitashvilis and Minister of Health Sergienko is another 
example of resorting to non-democratic instruments of political action. 

 Prior to the change of government in October 2012, the ruling elite’s capabilities in 
conflict management appeared to be very much underdeveloped. They failed to reach 
any substantial progress with regard to reconciliation between ethnic groups and did 
not manage to depolarize the very strained relations between the government and the 
opposition. 

Even now, there is an insufficient culture of dialogue and negotiation, and reform-
oriented forces have not been able to build effective institutions. However, some 
signs of improvement can be observed. In March 2013, for example, the new Minister 
of the Interior Irakli Garibashvili presented to the parliament a detailed report of 
activities and answered the questions of the opposition. In the same way, other 
members of the government, such as Minister of Defense Irakli Alasania, Minister of 
Justice Thea Tsoulukiani and Minister of Finance Nodar Khaduri, have been open to 
questioning from the opposition and media. 

 Cleavage / 
conflict 
management 
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 Saakashvili’s rise to power has weakened the once vibrant NGO sector in that these 
NGOs have become an important pool for the recruitment of government personnel. 
At the same time, especially in the initial stage after the Rose Revolution, the new 
authorities have demonstrated indifference to concerns raised by some NGOs with 
regard to the hasty adoption of constitutional amendments, bureaucratic harassment 
of independent media outlets, and human rights violations. 

Nevertheless, observers note a more differentiated attitude on behalf of the 
government toward civil society organizations. Whereas some ministries, such as the 
Ministry of Justice and the Ministry of Education, regularly take advice from and 
have contact with civil society organizations, others like the Ministry of Interior or 
the president himself have appeared reluctant to cooperate closely with these 
organizations. However, NGOs have participated in the policy process when their 
capabilities and know-how were needed or when donor organizations exerted 
pressure. In most cases, this cooperation has come about on less politically sensitive 
issues.  

Apart from that, the previous government and the president did cooperate with some 
pro-governmental NGOs such as the Liberty Institute, which was quite influential, 
and often considered to be a government-organized non-governmental organization 
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(GONGO). Liberty Institute staff have included influential UNM MP Givi 
Targamadze and Giga Bokeria, a quite influential member of the government who 
was a deputy minister of foreign affairs under Saakashvili, and later Security Council 
secretary. Under Saakashvili, many NGOs, such as Reformer, had been created to 
support government policies. For this reason, the whole NGO sector did not enjoy 
much trust in society. More recently, according to a report published by Transparency 
International, cooperation between the new government and civil society 
organizations on issues such as new labor laws, the state budget or local 
administration reform has become more productive.  

Under the new government, NGOs such as Transparency International Georgia and 
GYLA fulfill a controlling function normally exercised by the opposition, in this case 
the UNM. It seems that the UNM has yet been unable to accept its loss of power or 
to play a more constructive role in politics. The new government should, for its part, 
make a clear action plan for the near future in order to meet the expectations of the 
electorate. As U.S. ambassador to Georgia Richard Norland put it in February 2013, 
the opposition will have to provide its input via “responsible criticism.” 

 The new Minister of Reintegration Paata Sakariashvili is an expert in the field of 
conflict management. He declared that his policy aims at building confidence 
between Abkhazians and Georgians by stimulating commerce, rebuilding the railway 
connection between Abkhazia and “mainland” Georgia, and organizing direct 
negotiations on neutral soil. The minister also plans to issue Georgian personal 
documents for the Abkhazian population so as to give people the possibility of 
working, studying and traveling in throughout the country. They also would be 
entitled to medical aid. These plans are meeting some reluctance in Georgian society, 
and the Abkhazians themselves have not shown any outspoken interest in the 
promised benefits.  

The many cases of extortion of small- and medium-scale enterprises by state officials 
during the Saakashvili administration have created a deep split in society. After the 
new government took office, claims have proliferated for “reestablishing justice,” 
which would include persecuting state authorities for having misused their position 
for their own advantage.  

On the other hand, international pressure is also very high on the new government 
not to practice “revenge” justice. The newly nominated attorney general has brought 
charges against 20 persons of the former state service, all of whom were freed under 
plea deals. At present, the new government is facing a lot of domestic criticism for 
not facing the issue of “re-establishing justice” with enough determination. 

As many persons accused of misdeeds remain in office, there is a widespread 
conviction that a thorough reappraisal of the past would require more than merely 
juridical measures. For this reason, Anna Dolidze and Thomas De Waal have 

 Reconciliation 

5  



BTI 2014 | Georgia 38 

 
 

suggested that the new government build truth and reconciliation commissions to be 
composed of prominent members of civil society. So far, no such commission has 
been created. 

 
17 | International Cooperation 

  

 As in previous years, Georgia has continued to receive massive financial aid from 
multilateral and bilateral donors with the bulk of financial assistance spent on 
infrastructure projects like the rehabilitation of roads, water pipelines, irrigation 
systems and the electricity sector, as well as on credits to small and medium-sized 
enterprises. While some of these projects were considered successful, donor-driven 
efforts to create a professional civil service were partly blocked by President 
Saakashvili’s quite whimsical nominations to key government positions during the 
period prior to the parliamentary elections. 

Many critics claim that aid money was not always spent in ways that helped to 
strengthen democracy and the rule of law. Furthermore, aid money has failed to 
provide employment opportunities to large parts of the population. The main problem 
seems to be the lack of an explicitly formulated and consistently implemented long-
term development strategy. 

Though it has not succeeded in building a stable foundation for economic 
development, the international financial aid received by Georgia after the 2008 war 
was nonetheless essential in allowing the country to cope with the hardships resulting 
from the war itself and from the global financial crisis. Georgia received international 
financial aid of $4.5 billion granted by the international community for postwar 
recovery. Also, the European Commission adopted the Annual Action Programme 
for Georgia in July 2011, committing over €50 million ($70 million) to support the 
country’s criminal justice system, conflict resolution efforts, and IDPs. The United 
States committed over $90 million to support democracy and good governance in 
Georgia (Human Rights Watch 2012). No significant results were achieved. It is still 
too early to evaluate the lines of action adopted by the new government or the efficacy 
of its development plans. 

 Effective use of 
support 
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 In the period immediately following the Rose Revolution, the Georgian authorities 
earned themselves a great deal of credibility among the international community for 
pursuing a coherent reform agenda. However, with authoritarian tendencies in the 
Georgian state becoming stronger, representatives of international donor 
organizations would increasingly complain about the “chaotic” operation of 
government agencies and the lack of long-term strategic planning and clearly defined 
priorities. The fact that, prior to the October 2012 change of government, important 
administrative decisions were usually taken by a small circle of insiders with no 
inclusion of the persons affected by them was felt to be a major problem that seriously 
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compromised the government’s credibility as well as its commitment to 
implementing serious reforms and establishing transparent and democratic practices 
of governance. 

For their part, Georgian authorities have often criticized donor organizations for 
being too bureaucratic, addressing issues not felt to be essential in Georgian society, 
and for being interested primarily in keeping their financial resources in their home 
country while at the same time claiming to support Georgia. Thus, the credibility 
issue concerns not only the government but also the donor community. However, 
these concerns do not seem to have had any direct impact on the intensity of donor 
activities. The overall balance of the cooperation between Georgia and the 
international donor community remains good. 

Georgian society supports the course of orienting the country toward the European 
Union and NATO. According to a poll conducted in 2011, public opinion toward the 
European Union in Georgia is generally favorable; 89% of respondents consider EU 
support to be very important for Georgia, and 80% favor EU membership. However, 
aspirations for EU and NATO membership are often seen unrealistically as the 
solution for all social and economic problems of the country. Critics blame President 
Saakashvili for having raised these unrealistic expectations in the population in order 
to legitimize his own pro-Western course. 

 For understandable reasons, Georgian foreign policy has been focused primarily on 
the closely interconnected issues of handling strained relations with Russia and 
gaining admission to NATO. However, admission to NATO is no longer a realistic 
short-term goal and has been moved somewhat to the periphery of the foreign policy 
agenda since the 2008 war. 

In addition, regional cooperation, which is also fostered in the framework of the 
European Union Neighbourhood Policy, has continued to be of some importance.  

Relations with Turkey, Azerbaijan and Armenia are basically good and not much 
influenced by conflicts. The new Georgian Prime Minister Ivanishvili visited all three 
countries even before traveling to the United States. Local experts considered this to 
be a sign that the new Georgian government will want to intensify regional 
cooperation. Indeed, during this visit, agreements were signed to strengthen 
economic and cultural relations and establish exchange programs. The idea of 
becoming a transportation and energy corridor in the region is still relevant, and the 
Baku-Tbilisi-Kars (Turkey) railway is expected to be concluded by July 2013. 
Another project connecting Armenia and Georgia with Abkhazia and Russia has been 
considered, but resistance in Georgian society to these plans is strong, as many fear 
Russian influence, and difficult negotiations with Russia and Abkhazia would be 
required. 

 Regional 
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The new government is currently concerned with improving relations with Russia. 
The main aim is to gain access to the Russian market for Georgian products such as 
wine and mineral water. The Georgian prime minister sent his special envoy Zurab 
Abashidze to conduct talks with Deputy Minister of Foreign Affairs Gregory 
Karasyn. Russia’s official recognition of South Ossetia and Abkhazia as independent 
states has been excluded from the dialogue between the new Georgian government 
and Russia, a step called “pragmatic” by Russian Minister of Foreign Affairs Sergei 
Lavrov. Although President Saakashvili abolished the visa regime for Russian 
citizens, traveling to Russia remains difficult and cumbersome for Georgian citizens 
as the visa requirements are very strict. 
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 Strategic Outlook 

 President Saakashvili’s increasingly authoritarian leadership, especially during the period under 
review, has not contributed much to the consolidation of democratic institutions in Georgia. The 
president and his party were not receptive to any form of criticism. Political processes were in 
most cases opaque and hermetic. The ability of the opposition and other critical organizations to 
influence government policies were quite limited.  

In the period prior to the October 2012 parliamentary elections, the politicization of key state 
institutions, such as the police, the State Auditing Office, the Office of the Attorney General, and 
the tribunals, became obvious. Furthermore, the government followed a policy of whimsical 
nominations for important government positions. The auctions through which state-owned real 
estate were sold became increasingly opaque. The activities of small- and medium-scale 
enterprises became restricted as a consequence of state interventions in economic activities, 
interventions that included cartel agreements that benefited enterprises supporting the government.  

For a considerable part of the population, subsistence economy still remains the only possibility 
to earn a living. The social rift between the impoverished majority of the population, the thin 
middle class working for international organizations or in state offices, and the new rich elite 
deepened in the period under review. This summary already outlines some of the fields in which 
the new government will have to take urgent action.  

The negotiations with the European Union on a free-trade agreement and on the liberalization of 
the visa regime started by the Saakashvili administration continue under the new government. 
Georgia, up to now, has not been able to develop a powerful export sector; a free-trade agreement 
with the European Union would be a substantial boost toward that end. Considering the modest 
industrial basis of the country and its scarce natural resources, the agrarian sector could, in the 
long run, offer good opportunities for sustainable development, especially if Georgia concentrates 
on the high-value segment of organically grown goods and invests more in the protection of the 
natural environment. 

The work of NGOs on the consolidation of civil society in Georgia was unsatisfactory in the period 
under review. NGOs have often been used as a means of accumulating financial resources. In the 
future, it would be desirable for NGOs and their international partners not only to work according 
to rigid Western schemes and conceptions, but also to enter into real dialogue with the local 
population, taking advantage of existing cultural resources and people’s life experience. Still, 
NGOs fulfill an important function by monitoring government activities in a far more effective 
way than the parliamentary opposition does. On the other hand, a new class of young, well-trained 
Georgian experts is rising. It is essential that discussions on political, economic and social issues 
both within the government and in civil society be open to this new segment of society. The 
increasingly critical attitude in Georgian society with regard to the government’s social and 
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political policies has contributed to the emergence of a new culture of discussion, which will 
ultimately lead to greater pluralism in society as a whole. 

The peaceful shift of power after the parliamentary elections in October 2012 is a clear sign that 
democracy in Georgian is beginning to consolidate. However, the fact that this shift of power was 
so smooth is not so much to be credited to the Saakashvili administration, but rather to a greater 
degree of maturity of a society that had to bear the consequences of an authoritarian and populist 
rule for many years. While President Saakashvili and his staff often presented themselves abroad 
as the modernizers of a backward society, the young and well-trained generation of Georgians was 
to a large extent opposed to the nomenklatura-style system of government staffing created by the 
president and his party. The electoral victory of Bidzina Ivanishvili and his coalition was a serious 
blow to the Saakashvili system.  

Ivanishvili succeeded for the first time in uniting a split opposition into a strong coalition able to 
face the ruling party. This means that the new government came to power with a solid reputation; 
expectations are as high as when Shevardnadze and Saakashvili took office. Thus, a cyclic 
development, with a new government launching amid great expectations only to slide into 
clientelism, authoritarianism, populism and corruption, should be avoided at all costs. It is essential 
that the government take further steps to develop a fully independent judiciary so that cases of 
civil rights violations committed by the former administration, especially the usurpation of 
property rights, are fully and correctly investigated. 
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