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Georgian consumers awareness about the benefits associated with
healthy nutrition

Ph.D Nugzar Todua:
nugzar.todua@tsu.ge
Ivane Javakhishvili Tbilisi State University

Abstract: The paper studies the role of healthy nutrition in ensuring food security and sustainable
consumer development. The main focus is the awareness of consumers regarding healthy nutrition, which
is presented, as the most important issue of social marketing. To determine the attitudes of Georgian
consumers towards healthy nutrition, market research was conducted. The research revealed sources of
information, also levels of consumers' interest, awareness, and perception regarding healthy nutrition.
From the point of view of the relation to healthy nutrition, in this work it is determined that nutritional
awareness is influenced by the consumers’ age, educational level, and income. In the paper also examines
the impact of consumers' awareness of healthy nutrition on the decision-making process of purchases.
Keywords: healthy nutrition, awareness, Georgian consumers, marketing research.
JEL Classification: M3

Introduction
The prevention of diseases and healthy lifestyle changes are key factors of the well-being of a population.
Social marketing instruments can very effectively execute health care campaigns to change public healthrelated behaviors. Healthy nutrition is a target behavior of social marketing, a new social product, which
can be significant for society and serve to improve the well-being of a population. Social marketing is
influencing behavior, which can improve health, by utilizing a systematic planning process, that applies
marketing principles and techniques, capturing on a priority target audience segment and delivering a
positive benefit to society (Andreasen 2006; Lee and Kotler 2011).
Social marketing is the use of marketing concepts in a program designed to influence the voluntary behavior
of target audiences in order to improve health in a society (Andreasen 2002). Using marketing tools for
social marketing campaigns, makes health facilities more accessible and attractive to a population
(Andreasen 2006). Social marketing is focused on people, their wants and needs, aspirations, lifestyle, and
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freedom of choice aiming toward aggregate behavior change (Lefebvre 2013). Ensuring healthy lives and
promoting well-being are essential to the sustainable transformation of the world. Promoting healthy
lifestyles is crucial in helping people to learn and develop life skills (Weinreich 2011). Conceptually social
marketing is relayed on behavior change theories (Orji et al. 2012).
There are many factors that contribute to why individuals behave in a certain way, and it is important to
facilitate a desired change among a group of people. It should be noted, that behavior change refers to
human actions that transform or modify overtime. While always complex and often unpredictable, one
useful way of viewing behavior change is as a series of stages that people move through (A Guide to Health
Promotion through Social Marketing, 2013). There’s a lack of appreciation among governments and the
private sector. Many campaigns often are unable to use social marketing approaches due to a lack of
understanding the importance of the issue. There are many academic publications on the topic of public
health, and social marketing experts have underlined that simply providing nutritional information without
helping consumers interpret the information is unlikely to effectively encourage most consumers to make
healthier choices (Hieke and Harris, 2016). Social marketing uses traditional marketing instruments to
promote healthy attitudes and behaviors (Glanz et al. 2008; Gordon et al. 2006). One of the important
factors of changing healthy behavior is increasing awareness and knowledge of healthy nutrition among
the general public.
Social marketing interventions and initiatives that focus on food and nutrition skills not only improve
knowledge, competence, and attitudes, but may also amplify the impact of other policies, such as nutritional
labeling. Many investigations into this field have demonstrated that successful habit change depended on a
deep understanding of the target audience. Consumers are influenced by many sectors of society, including
families, community organizations, health care providers, faith-based institutions, businesses, government
agencies, the media, and schools (Wechsler et al. 2004). Barriers that are faced by consumers in this regard
are: education level, low awareness of food labeling, low income, and time scarcity (Sunelle et al. 2010).
Empirical observations revealed positive changes in the society, needed to increase healthy lifestyle
programs in Georgia. It should be emphasized that, there is a lack of awareness about the significance of
healthy lifestyle education in Georgian public schools and universities. Policy and regulation change
became crucial tools, while social marketing promotes behavior change, and helps people to adapt to new
behaviors (National Nutrition Study in Georgia, 2016). More and more businesses in Georgia are interested
in promoting healthy lifestyles, and they are promoting the benefits of good nutrition through their
sponsorship of active healthy living programs worldwide. However, marketing instruments such
advertising, PR, and selling stimulations are not efficient. With the intention to implement capacity building
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programs for encouraging social dialogue between local authorities, business and civil society regarding
food security, social marketing and consumer behavior issues were analyzed by Georgian researchers (Apil
et al. 2008). Despite some works having been undertaken by Georgian researchers regarding the healthy
behavior of consumers, it is necessary to conduct more comprehensive research on this issue. The given
study will attempt to fill the gaps of nutrition awareness among Georgian consumers.

Research Methodology
Qualitative and quantitative methods were selected to accomplish the objectives of this study. The study
consisted of two steps. The first step was qualitative and utilized a focus group technique for the hypothesis
formulation. Three focus groups were selected. In the discussion based focus groups 10 to 12
representatives from a selected target market of a particular area participated. The discussion was conducted
by a moderator, who was versed in theories of consumer behavior and marketing principles. The
participants in the group were recommended to communicate with each other, share attitudes, and give
frank opinions on the topics presented to them by the moderator or were generated by the dynamics of the
group. There was no need to reach a consensus. The moderator did not proselytize or train the respondents,
rather, used their skills to facilitate the discussion, clarified answers, controlled the flow of conversations
and covered all relevant areas of interest for consumers.
In the second step was quantitative. Surveys were conducted online and face to face with a questionnaire
that consisted of several structured questions. The questionnaire contained information regarding the
consent and confidentiality of the respondent, as well as the study explanation and instructions explaining
how to fill it in. A five-point Likert scale was employed. The self-administered survey method was used to
avoid errors caused by the subjectivity of the interviewer. A systematic random sampling method was used.
The confidence interval is 95% and margin of errors is set to be equal to 4%. The survey was carried out
by 1200 respondents aged 18 years and over, which represents 0.03% of the total population of Georgia.
The survey covered the geographical area of Georgia's largest cities: Tbilisi, Kutaisi, Batumi, Sighnaghi,
Gori, Zugdidi, and Senaki. Among the respondents 60% were women and 40% were men with high and/or
special professional education. Based on this the survey results were analyzed using the statistical software
SPSS (version 21.0) for windows. Along with research methodology we used the variance analysis method
ANOVA. Numerous hypotheses were formulated, focusing on the relationship between healthy nutrition
awareness and consumer behaviors.
H1: Age positively impacts healthy nutrition awareness of consumers;
H2: Education positively impacts consumers’ awareness about healthy nutrition;
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H3: Income positively impacts consumers’ awareness about healthy nutrition;
H4: Healthy nutrition awareness positively impacts the purchasing decisions of consumers.

Research Results
The investigation revealed that most Georgian consumers are informed about healthy nutrition. This was
emphasized by the respondents, who demonstrated positive attitude trends towards healthy nutrition. The
study found that 85% of consumers have a certain view about healthy nutrition, but their level of interest,
awareness, and perception of healthy nutrition is rather low (See Figure 1). However, the level of healthy
nutrition awareness changes with age, education, and family income of consumers. A plurality of the
respondents (41%) receive essential information regarding healthy nutrition from internet resources, 21%
from mass media, 10% from relatives and word of mouth, 7% from special literature, and 5% of respondents
receive their information through different methods. The EU Association Agreement impacts the perception
of the respondents regarding healthy lifestyles and healthy nutrition: 26 % of respondents considered this
particularly important; 49% important; 12% neutral, 11% not so important, and all others had no answer.
Respondents of all age groups believe that the new requirement of the EU Association Agreement will
significantly increase consumers’ awareness and knowledge of healthy nutrition.

Figure 1. Frequency distribution of levels of consumers interest, awareness and perception regarding
healthy nutrition (in %)

Analysis of variance was conducted in order to verify the hypothesis of interest. A one-way ANOVA FTest was used to understand the interaction between the independent variables and the dependent variables.
At first the influence of age on consumers awareness of healthy nutrition was investigated. The findings
indicate the coefficient of age is significant at the 5% level, meaning age is a significant determinant of
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consumers’ awareness of healthy nutrition (F=5.229, p=0.000). H1 is supported, meaning younger and
middle age consumers are relatively more informed about healthy nutrition (see Table1).
Table 1. Impact of age on healthy nutrition awareness of Consumers
Estimated Marginal Means
Dependent Variable: healthy nutrition awareness
Sum of Squares

df

Mean Square

Age

33.241

4

8.310

Error

1698.913

1069

1.589

F
5.229

p
.000

P<0.05 means that the differences between the groups studied are statistically significant.
Source: own elaboration.

A one-way ANOVA F-Test was used to check education level impacts on consumers’ awareness about
healthy nutrition (see Table 2). The results suggest that education plays an important role in awareness of
consumers (F=5.033, p=0. 001). High and vocational education consumers are relatively more informed
about healthy nutrition.

Table 2. Impact of education on healthy nutrition awareness of consumers
Estimated Marginal Means
Dependent Variable: healthy nutrition awareness
Sum of Squares

df

Mean Square

Education

20.899

4

5.225

Error

843.675

813

1.038

F
5.033

p
.001

P<0.05 means that the differences between the groups studied are statistically significant.
Source: own elaboration.

In order to test the third hypothesis both an ANOVA test and an examination of the Pearson Correlation
Coefficient were employed. The ANOVA test illustrates that income is an important factor with regards to
awareness about healthy nutrition by consumers. F-test = 5.229 (p=0.000) is significant at the 5 % level.
Consumers’ income influenced awareness of healthy nutrition (see Table 3).
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Table 3. Impact of income on healthy nutrition awareness of consumers
Estimated Marginal Means
Dependent Variable: healthy nutrition awareness

Income
Error

Sum of Squares

df

Mean Square

33.241

4

8.310

1698.913

1069

1.589

F
5.229

p
.000

P<0.05 means that the differences between the groups studied are statistically significant.
Source: own elaboration.

Analysis of the relationship between awareness of healthy nutrition and consumer purchasing
behavior revealed that the relationship is significant at the 5% level. Based on F-statistics (F=4.756, p=0.
003) H4 is supported. Healthy nutrition awareness influences the purchasing decisions of consumers (see
Table 4).

Table 4. Impact of healthy nutrition awareness on the purchasing decision

of consumers

Estimated Marginal Means
Dependent Variable: purchasing decision of Consumers

Awareness
Error

Sum of Squares

df

Mean Square

30.602

3

10.201

1992.341

929

2.145

F
4.756

p
.003

P<0.05 means that the differences between the groups studied are statistically significant.
Source: own elaboration.

Conclusions
Georgian National Health Strategy recognizes nutrition as a priority public health issue. It is urgent to
implement public health policy that has the effect of improving the availability, affordability, and
acceptability of healthy behavior among consumers. One significant action in this regard is raising public
awareness of healthy nutrition. There has been significant progress in terms of food safety and nutrition
policy in Georgia; however, the country still faces serious challenges in this field. The majority of
consumers are not satisfied with the quality of food in the local market. It should be noted that consumers’
perceptions regarding social marketing intervention is very positive. After increasing awareness among
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consumers of healthy nutrition, they paid more attention to the quality and innovation of food products, as
well as promotion strategies such as advertising, public relations and sales promotion. Social Marketing
interventions can help to further develop standards of health products, create an enabling institutional
environment for successful implementation of nutrition policy, and healthy behavior change of consumers.
It is important to elaborate national food safety strategies and nutrition policy to respond to the current
challenges in Georgia. It is crucial to promote a healthy lifestyle for the population. The government should
collaborate with the private sector and civil society to initiate social marketing interventions to increase
public awareness about healthy nutrition. There is a need to strengthen marketing communication channels
because of the increasing demands of consumers to understand healthy nutrition issues. The given study
can contribute to improving the knowledge of entrepreneurs about healthy nutrition awareness of
consumers, and can be utilized to provide education, as well as to inform policy on food labeling in the
Georgian market.
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Application of Social Marketing for Sustainable
Tourism Development

Ph.D Charita Jashi:
charita.jashi@tsu.ge
Ivane Javakhisvili Tbilisi State University

Abstract: The paper explores the significance of social marketing for the sustainable development of
tourism. The effectiveness of social marketing has been proven in many spheres, such as health care,
environmental protection, poverty, and other social processes, which are crucially important for the wellbeing of a population. The article looks at the relationship between environmentally aware and
environmentally friendly behaviors, and the dependency on these two variables in promoting sustainable
tourism. The findings of our survey highlights that the state, businesses, and civil society should all be
responsible for acting in the interest of the environment. There is a lack of academic papers about the
impact of social marketing on sustainable development in the tourism sector in Georgia. It is urgent to
encourage and facilitate environmentally friendly behavior among local and international tourists in the
country.
Keywords: social marketing, sustainable tourism, environmental awareness, environmental friendly
behavior.
JEL Classification: M3

Introduction
We are now living in a globalized world, where environmental challenges have dramatically increased and
have had a strong impact on the well-being of the world’s population. Tourism as a major source of
economic growth, has a myriad of dimensions in economic, social, and cultural spheres. Numerous
initiatives and actions have been enacted to improve the ecological situation by reducing waste and
pollution, altering transportation behaviors, and increasing water and energy efficiency as to achieve
sustainable development in the tourism industry. Undoubtedly, the economic benefits from tourism are very
high and have a direct impact on the well-being of society. In order to support sustainable tourism activities
there is a need to increase the environmental awareness and capacity of consumers.

19

Georgia has significant potential for both domestic and international tourism due to its attractive geographical
location and rich cultural values. Georgia is not only one of the most attractive tourism destinations in the
Caucasus, but also has the geopolitical distinction as a crossroad between Europe and Asia. Promoting efforts
to secure a clean and safe environment are crucially important for sustainable tourism development in Georgia.

Literature Review
The concept of social marketing became popular in the 1970’s, it puts an emphasis on ensuring public wellbeing. Social marketing influences behavior by utilizing a systematic planning process that applies
marketing principles and techniques that focuses on a prioritized target audience and delivering a message
to achieve a positive benefit for society (Lee and Kotler, 2011; Andreasen, 2006). Social marketing was
developed as an approach to achieve broad change among populations and to have a positive impact on
people’s health and well-being. It is aimed at achieving social impact through the application of marketing
concepts and techniques to social issues ranging from the prevention, detection, and treatment of diseases,
to environmental sustainability and social justice. Social marketing is focused on people’s wants and needs,
aspirations, lifestyle, and freedom of choice, aiming for aggregate behavior change. (Lefebvre, 2013).
Social marketing campaigns are based on the triangle of social interventions: education, marketing, and law
(Rothschild, 1999). Social marketing uses education as an important tool for increasing the awareness of a
population. Education relies on sending messages to inform or/and persuade the target audience to adopt
the desired behavior voluntarily, but does not provide direct or/and immediate benefits. A favorable
environment is crucial to promote behavior change in individuals and communities (Truog and Hall, 2013).
Legislation regulating the norms of behavior in the society and marketing mix to create a favorable
environment for the formation of a new social product (Gordon, 2012; Wood, 2012; Wymer, 2011). Social
marketing can play a part in promoting a more sustainable economy and society, by changing relationships
with our physical environment to help prevent the deterioration of humanity’s future quality of life.
Behavioral change will be crucial to achieve sustainable progress towards sustainability (Peatie and Peatie,
2011). A model of Community-Based Social Marketing combines social marketing with community–based
programming including to facilitate environmental behavior change (McKenzie-Mohr, 2000). CBSM is a
practical approach that focuses on removing structural barriers that prevent people from changing their
behavior. It has been successfully used to encourage people to adopt a number of sustainable behaviors. It
borrows from social marketing an emphasis on and understanding of what impedes and motivates target
audiences to act (Mckenzie-Mohr et. al 2011). To have a real impact on the customer, it needs to create
awareness and interest for the target customers, change their attitudes, and empower them to act. Combining
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social marketing with CBSM is frequently used to promote environmental behavior change. Using
Community-Based Social Marketing techniques helps to enhance environmental regulation. CBSM has
proven to be an effective method of affecting actual attitudinal and behavioral change by taking an
interactive approach to information delivery, employing behavioral change tools drawn from social science
research. With a focus on overcoming barriers to change, CBSM mechanisms provide a well specified
complement to regulation of the environment (Kennedy, 2010; Monagham, 2015). Social Marketing has
the potential to influence personal, communal, and business behaviors throughou the tourism sector. In his
book “Tourism and Social Marketing” marketing professor Michael Hall underlines that the potential of
social marketing to encourage more sustainable and ethical tourist behavior has become a significant issue
in the global world. The dynamic of social marketing has been evolving since 1961 to present day (see
Figure 1).
Figure 1:

Broadened Marketing
Expansion from marketing the products and tools involved in social change to a wider
conception of the fields to which they can be applied
A shift from focusing on the promotion of ideas to influencing and changing behavior
Changes in the role of the state in society and the mechanisms used by the state to enable
behavior change

Changes in the understanding of the rights and obligations of individuals and corporations
in society as well as those of the state
Environmental factors being influenced by a variety of other factors: Economic, Political,
Technological, Socio-Cultural, Natural Capital, and Competition

The dynamic of social marketing demonstrates the process of change that occurred to foster sustainable
development of tourism. The state became a more powerful force in the processes of changing the behavior
of tourists. Scientists working on environmental behavior determined that it is connected with the usage of
energy, raw materials, waste production, and pollution (Dolnicar et al, 2008).
As it is known, social marketing campaigns are based on the triangle of social interventions: education,
marketing, and legislation. Social marketing uses education as an important tools for increasing the
awareness of the population. Education relies on sending messages to inform or/and persuade the target
audience to adopt the desired behavior voluntarily, but does not provide direct or and immediate benefits.
A favorable environment is vital to support and promote behavior change in individuals. To educate tourists
on responsible travel and to understand the role of environmental protection in fostering sustainable
21

development. Professionals working in the tourism industry need be well qualified and motivated. Civil
society must also be sufficiently developed in order to effectively communicate the negative effects of
pollution on the environment. Marketing instruments should facilitate behavior change for the new social
product. According to previous studies, environmental attitude and environmental behavior generally differ
by demographic characteristics (Kartal and Bayar, 2014). To identify the factors influencing environmental
behavior one must consider the complexity of the whole matter scientifically, which can be rather difficult.
It requires a cross-disciplinary perspective, as well as the analytical capability and methodological
awareness of professionals working on this issue (Krajhanzel, 2010). There are many theories and models
of consumer behavior that can be adapted to the study of environmentally friendly behavior (Orzan et al,
2013). Scientists working on environmental issues consider that behavior based on environmental education
and knowledge determines if there is a positive impact on the environment, or whether it is environmentally
friendly behavior. The significance of environmental education is the focus of many scientists and
international organizations. It should be noted that the world's first intergovernmental conference on
environmental education was organized by UNESCO in cooperation with the UN Environment Programme
(UNEP), and was held in 1977 in Tbilisi, Georgian SSR, USSR. The Tbilisi conference clearly emphasized
the role of environmental education and identified the main components for fostering the process of
environmental education. It was agreed that behavior change is the main goal of environmental education
program (Environmental Education in the light of the Tbilisi Conference, 1980). The next stage in this field
was the new conceptual dimension labeled as socially–critical environmental education (Kopnina, 2011).
In 2012 Tbilisi hosted the Intergovernmental Conference on Environmental Education for Sustainable
Development. Participants from 45 countries highlighted the significance of environmental education for
sustainable development. Environmental Education (EE and Education for Sustainable Development
(ESD), are not, nor can they be new subjects to be taught, given the challenges and opportunities outside
of classrooms to address these issues (Hume and Barry, 2015). Environmental awareness is recognized by
the majority of scholarship as a significant factor to motivate individuals and businesses, and impacts
the changing behavior of tourists, allowing for sustainable tourism development (Yuxi and Linsheng, 2017).

Environmental Education and Sustainable Development Challenges in Georgia
Tourism has become one of the main pillars of the Georgian economy. It is worth noting that various aspects
of development in the tourism industry have aroused much more attention from the government of Georgia.
This significantly increased the impact of marketing strategies on the development processes of the tourism
industry. Today the tourism industry is determined by customer satisfaction, and better understanding the
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fast changing demands of customers. In order to increase visitor spending, several opportunities have been
exploited, including the development of more diversified and high-quality tourism products, enhancing
visitor experiences, and improving the quality of service, ultimately creating a world-class tourism
destination that stimulates international demand beyond Georgia’s neighboring countries. One of the main
problems in the country is protecting the environment from harmful effects, and facilitating regulations of
the friendly use of natural resources to resolve ecological problems in the country. Georgia has a
combination of diversity and uniqueness, with different types of tourism destinations: the Black Sea
coastline, national parks, Caucasus mountain ranges, mineral waters, delicious cuisine, rich culture,
UNESCO heritage sites, and Georgian hospitality. (Khartishvili, 2017). Policy and regulation change are
crucial tools, while social marketing promotes behavior change and helps people to adapt to new behavior,
which benefits society (Todua and Jashi, 2013). Environmental social marketing campaigns facilitate
effective regulation of the use of natural resources and work to resolve ecological problems in the world.
Incidents of air pollution, systematic damage to forests, and cutting down trees at the behest of the
construction industry is typical for Georgia. There have been few attempts in Georgia to capture tourists’
attention of promoted green areas, protected and mountainous areas aimed at luring in tourists. Social
marketing can help to achieve sustainable tourism development by promoting environmentally friendly
behavior to consumers. Increasing environmental education through social marketing campaigns will
ensure that the unique heritage and natural environment of the country be preserved.

Methodology and Research Discussion
The materials for this study were collected from several sources, such as scientific articles, books, policy
papers, and statistical data. For obtaining new original data, quantitative and qualitative research methods
were applied. Three-hundred respondents participated in the survey. The respondents were international
and local tourists, tourist agency managers, government representatives, and NGOs working on
environmental issues. The research results were analyzed using the statistical software SPSS, with a
confidence interval of 95%. Focus group interviews were held with professionals in the tourism industry,
government officials, and NGO staff. Statements were formulated to determine the relationship between
environmental awareness and environmentally responsible behaviors.
Our working hypotheses were:
● There’s a strong correlation between environmental awareness and environmentally friendly
consumer behavior among Georgian tourists;
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● Awareness of the environment increases activities that protect the environment in the
country;
● Environmentally friendly behavior has an influence on increasing environmental protection
activities in the country.
In order to better understand the barriers impeding sustainable tourism development in Georgia, the study
consisted of two steps. The objective of the first phase of the research was to identify target groups (e.g.
International and local tourists, representatives of government and tourism agencies). A survey was done
on a structural questionnaire, which was divided into four blocks, namely, tourist attitudes and motives
awareness and education, environmental behavior, and demographic information. A five-point Likert scale
was used in the questionnaire. Focus group interviews were then conducted.
How respondents perceived environmental responsibility among with different stakeholders is expressed
in Table 1.

Table 1: Protecting the environment is the responsibility of particular stakeholders.

Response categories

Travel
Agencies

Government NGOs

Strongly Agree

19%

20 %

10 %

Agree

30%

55%

45%

Neutral

37%

17%

27%

Disagree

13%

2%

8%

Not important at all

1%

6%

10%

The majority of the respondents (75%) consider that the government’s obligation and responsibility is
greater than NGOs (55%) and travel Agencies (49%). It has been underlined that institutions coordinating
work on environmental issues could resolve the barriers impeding sustainable tourism development. When
asked if the awareness of consumers facilitates environmentally friendly behavior, the majority of
respondents (67%) agree that better consumer awareness is significant for creating environmentally friendly
behavior. See Table 2. At the same time, 25 % of respondent had a neutral attitude and do not recognize
the particular role of education toward environmentally friendly behavior.
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Table 2: Education of consumers facilitates environmentally friendly behavior.
Response categories

Percents

Means

Strongly Agree

10%

30

Agree

57%

171

Neutral

25 %

75

Disagree

7%

21

Strongly Disagree

1%

3

Five point Lakert scale applied to all responses with the according labels (5=strongly disagree, 4=disagree, 3=neither
agree nor disagree, 4=agree, 5=strongly agree)

The majority of the respondents underlines that schools and universities play a crucial role in increasing
environmentally friendly behavior, especially amongst the youth. Undoubtedly mass media also plays an
important role in forming positive attitudes of consumers towards the environment. We found that 39 % of
respondents identified TV as the most popular source to obtain essential information related environmental
issues, while 22% of respondents consider social networks constantly increase consumer awareness. Only
14 % of respondents receive environmental information through tourism agencies. It should be noted that
tourism agencies’ role in creating environmental awareness of tourists is less efficient. The respondents
agree that it is urgent to educate people about being environmentally friendly to preserve the environment.
See Table 3:

Table 3: The best types of media for creating environmental awareness.

Response categories

Percents

Means

TV

39%

117

Social media

22 %

66

Radio

17%

51

Newspaper

8%

42

Travel Brochure/Flyer

14%

24
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Demographic analyses demonstrated that income and occupation do not have a significant influence on the
environmentally friendly behavior of consumers. The Statistical analyses of the survey data revealed a
strong correlation between environmental awareness and environmentally friendly consumer behavior. In
order to calculate the correlation coefficient between the variables of environmental awareness and
environmentally friendly behavior, we used the Pearson’s Coefficient of correlation (‘r’). See Table 4.
Table 4 : Correlation Coefficient ‘r’ between awareness and environmentally friendly behavior
Category

N

Obtained
scores

Percentage

Environmental
awareness

300

4250

70,83 %

3540

59%

Environmentally
friendly behavior

‘r’

0,7

The nature
of ‘r’

The degree
of ‘r’

Positive

Strong

The correlation coefficient between environmental awareness and environmentally friendly behavior
amounted to 0,7. The value of ‘r’ expresses, that the relation between the two variables is positive and
strong. From the survey, we can assume that increasing environmental awareness among tourists will lead
to increased environmentally friendly behavior of consumers.

Conclusion
The survey revealed the significance of environmental education to create environmentally friendly
behavior. Social marketing campaigns could serve as an effective instrument for developing sustainable
tourism, and to promote friendly environmental behavior of tourists and increase their roles as individuals
in protecting the environment. It is important to increase education and tourists’ environmentally friendly
behavior to protect the natural environment at all levels of society. The findings of our survey highlight that
environmentally conducive policies should be the responsibility of not only the state, but also business and
civil society as well. Effective use of natural resources in the country, and increased motivation of tourists
to adopt environmentally friendly behavior is dependent on long-term social marketing actions by state
management, legislative and executive structures, non-profit organizations, and private structures, which
will guarantee sustainable tourism development. Unfortunately, taking action in this field has been slower
than anticipated and requires a lot of improvement in the popularization of social marketing campaigns
regarding environmental issues. Representatives of the academic sphere are not involved in social
marketing interventions. It requires more consolidated work from professionals in the academic and
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practical spheres. Environmental education can be a driving force of friendly environmental behavior and
a successful strategy for fostering sustainable development in the country.
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Abstract: Management styles differs from country to country. There are many similarities in the
ways business is conducted, yet cultural influences are quite diverse. Therefore, in most cases, local culture
plays an important role in the establishment of management in different countries. This paper examines
business traditions in Georgia that have developed from natural, historical, political, and social factors,
which have led to their variation and diversity. In addition, religious and cultural diversity in Georgia has
contributed to the formation of diversity of business relationships. Many factors influence human behavior
in the field of business including geographic, social, natural, economic, religious, etc. which are then
reflected on the traditions and the formation habits.

Keywords: National management style, Business cultures, corporate culture, Human factor, Georgian
business, Georgian civilization, socio-economic development, Type of market behavior.
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Introduction
Management styles and their characteristics have a serious impact on business culture. Business culture
means the business norms, values, and knowledge of the system that is expressed in the relationship. These
conditions give rise to life, education, and work in certain systems. Any characteristics of the economic
behavior of any country represent the outcome of events and national experiences that have taken place
over a long period of time.
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Business traditions in Georgia
For many centuries, humans have been cultivating the principles that make up the basis of human behavior.
They were caused by historical, geographic, and climatic factors. In the history of Georgian business culture
they can conventionally be distinguish in following stages: pre-revolutionary, the Soviet period, and the
modern post-Soviet era (Deresky, 2012). The first two stages were quite influential, and are still reflected
in the Georgian style.
There is not a strong tradition of entrepreneurship in the history of Georgia which could have promoted the
development of business traditions. New business development started in the 20th century, during the first
Independent Republic (1918-1921), but 70 years of business being illegal in the USSR meant that Georgian
entrepreneurial culture and traditions were effectively erased.
Over the past century, the basis for economic management was a planned system, which was dissolved
during the 1990’s in the Georgian reforms period. The collapse of the USSR led to a serious transformation
of managerial behavior. Before the state was the owner and cared more about control and restrictions than
creativity and motivation. By the end, the Soviet economy was known for embezzlement, unnecessary
production, agricultural inefficiency and other negative phenomena. Thus in Georgia a creative approach
to economic activity was neither appreciated nor meaningfully existed. Additionally, the population had
adopted the traits of ‘Homo-Sovieticus’ such as lack of initiative, and apathy towards the results of their
work.
Driven by a desire for market-based behavior caused a change in government and forced people to
reconsider its old-fashioned principles. Conversely, negative perceived aspects of modern business culture
including a low level of business ethics, are the main reasons that Georgia does not comply with the
principle of institutional development and rapid then slowed changes in the value system. First, the
communist system that preached collectivism and lack of individual values, radically changed to a system
based on individual initiative and responsibility in the market-based system. But radical changes were not
accompanied by adequate development in the political, economic, and social spheres, which led to a
confusion of values and definitions. It was not clear what was right or wrong, ethical or unethical. This
applied to both daily life and business ethics. The system switching, the impact of globalization, and World
Trade Organization membership all demanded from management a certain conceptual understanding.
Many foreign and local researchers have tried to make an analysis of Georgian business, focusing on the
strengths and weaknesses of several parameters derived from historical sources. Based on further analysis
of their works we can conclude that most aspects of Georgian business culture can be understood from a
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modern historical context. For example, the activity of collective forms of work, peasant communities in
agriculture and manufacturing, contributing to the promotion of collective farms, etc. There is no standard
set of definitions of Georgian business; however, generally local and foreign researchers agree that they
can be formed by drawing parallels between concepts.
Among the foreign researchers of Georgian business culture, we note that Peter Lawrence (Lawrence &
Edwards, 2000), in his study notes that Georgian business culture has a long history and that it was greatly

influenced by the 70 years of communist rule. According to his research many qualities of Georgian people
can be explained by historical and geographic factors. The attractive geopolitical situation and foreign
invaders eagerness to take over its territory, fostered an insecurity complex, which led to collectivism, and
for many years the duplicated expansion led to maneuvering skills training and a reduction initiative. A
focus on the negative qualities of people, such as jealousy, and lack of initiative, is a result of historical
events and regimes. However, some of these characterizations, in our opinion, are exaggerated or relates to
the development of an earlier period. Isolation, jealousy and other features no doubt existed in nature, but
not as its most basic characteristics. While some aspects are exaggerated, overall we agree with Lewis’
conclusions.

Business cultures Diversity
Historically, there have been two main approaches in the study of the business cultures: “mythological”
polemic, with free admission, is concentrated on the spirit of recognition, and the scientific ethnosociological, which is based on measured factors, such as demographics, work, culture, politics, etc.
(Hofstede, 1984). For a long time the first approach dominated, and it was supported in part because the
scientific methodology for a long time lacked a comparative principle. Most of the publications describe
the mentality of the Georgian economy by focusing on qualitative features. The study of Georgian economic
mentality by foreign researchers, such as Tromperaansi, Lewis, and Hofstede, often relied on the methods
used in business cultures.
It should be emphasized that Georgian ethno-sociology is now focused in the West (US, Western Europe),
and not the East. If the Eastern/Oriental tradition (for example, the Japanese Institute of Ethnology) is
characterized by the prevalence of theory on practice, the Western tradition is marked by an applied
instrumental character, and seeks applications to use in practice.
Thus, the sources of domestic business culture specificities are derived from the following:
o Generalized data collected by scientists, who systematize the study of business culture
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o Local and international practitioners and researchers observations
o Standard scale of social survey data

Conclusion
After discussing Georgian business cultures features, we come to the following conclusions:
Style of Georgian management is characterized by the following features of the Georgian mentality:
● Attitude toward wealth. Attitude of wealth, money, profit of any society is traditionally considered
one of the most evident indicator of business culture. Striving to accumulate is considered one of
the essential postulates for a capitalist society to grow. While wealth in the West is traditionally
considered as coming from one's work, his/her work capacity, energy, and generations of hard work
being a transmitted inheritance, in Georgia rich people are believed to be dishonest, and enriched at
the expense of others. Georgian culture is less focused on material benefits, which is why there was
no widespread desire for accumulation of wealth by any means. Public opinion on human virtues
were traditionally evaluated more introspectively, and not based on material conditions. Profit is
not the main incentive for Georgians. People in general are able to experience excitement not only
by materialistic interests, and throughout Georgian history there are many examples of acts of
heroism committed for freedom and other higher ideals. Motherland salvation and faith are
fundamental values of life in Georgia. It is not the financial incentives, but the spiritual that shaped
pedestals and forms the greatest achievements in Georgia. This mentality can be observed in
companies where employees need to work not only for its own benefit (which often represents the
philosophy of foreign firms), but also to achieve the higher-scale objectives of the enterprise as well
as the nation. Here the use of their own symbols, slogans, and values are systematically used.
● Distance Power. A high rate of daily management practices are seen in a tall hierarchy, depending
on a particular direction.
● The advantages of collectivism and individualism. Even thinkers of the 19th century suggested
that it was typical for Georgian culture to aspire towards collectivism, while simultaneously arguing
that individualism in Western cultures was profoundly different from the individualism in Georgia.
● The high level of uncertainty avoidance. Georgia is characterized as a country with a high level
of uncertainty avoidance, which means that people are worried about their futures, prefer structured
operations, and that it is important to have set rules and regulations. According to the GLOBE
project, Georgia has an uncertainty avoidance index score of 77 points.
● Business culture and femininity. It is believed that in “masculine” cultures managers are
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determined to achieve a goal, are ready for tough competition, and run a business aggressively.
Georgian business culture is very much “feminine”, meaning it is expected to focus on the
achievement of life work, but also to fulfill the task of living. Feminine cultures are characterized
by their constant attention to staff, good relationships, competition reluctance, and support of the
weak. Georgian business culture is manifested in feminine symbols, like the anthropomorphism of
the native land. Managers major focus is on human relationships, the development of humanity, are
likelihood to compromise. Spiritual values dominate and work is seen as to ensure a comfortable
life (Hofstede, 1984).
● Polyactive cultures’ attitude towards time. Georgia belongs to number of polyactive cultures
which are characterized by multitasking, changing previously established schedules, and uneven
intensity of the work (Lewis, 2005).
● The contradictions and aspirations towards extremes. Duality, and contradictions within
Georgian business culture is one of its distinct characteristics.
● Disrespect of laws and regulations. In Georgia the “shadow sector” traditionally has a great impact
on business. Georgian people have the desire to “cheat the system”, and sometimes the correctness
of decision making is determined by the majority opinion and not according to the law.
Georgian business has a number of features, which can be explained by the greater part of the country's
historical and cultural development. The market-system change causing significant changes in management
behavior, while at the same time the low level of institutional development did not correspond to a principal
change in the value system, which explains some negative sides of the modern Georgian business culture.
Managers who operate in Georgia, have to understand these features and use them to improve the efficiency
of management.
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Abstract: Financing for development is often associated with grants, concessional loans, and financial
aid; however, it is often unclear and obscure exactly what kind of financing this implies, what the
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Introduction:
The term financing for development (FfD) frequently features in modern academic works and research, and
reports from states and international organisations.
Before discussing the categories, amount, and the outcomes of financing for development, the rationale of
development and its measures should be analysed.

Brief Discussion of the Rationale of Development and Its Measures:
Development is a complex concept. There is no universal interpretation for it and, hence, there are no
measures, and to a certain extent it is based on individual perceptions and attitudes, and often these
perceptions run counter to statistics.
The global understanding of development has changed over the years. In a traditional understanding,
development implies economic growth. This is a process under which a country and society develops,
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progresses, and becomes richer. Accordingly, traditional measures of development are economic indicators
such as GNP and GDP. The roots of such an interpretation are related to the colonial period.
Later, views about development changed. According to the new and more comprehensive definition, it is a
process of changes that improve the welfare of people and their quality of life, their social welfare, and
allows the population’s needs to be better met. Economic growth can be considered both favourable and
unfavourable to such development. Qualitative indicators are preferred over quantitative indicators since
with qualitative indicators it is possible to measure quality of life.
The recent views on the definition of development were formed by the end of the 20th century, when the
concept of so-called sustainable development emerged. Sustainable development is development that
promotes prosperity and economic opportunity, greater social welfare, and protection of the environment.
It is postulated that these factors offer the best path forward for improving the lives of people everywhere.
Unfortunately, we do not yet have a single index to measure sustainability that brings together social,
economic, and environmental changes. The most commonly used index to measure progress currently is
gross domestic product (GDP). However, we know that GDP only measures economic development, and
includes activities that may actually be damaging from a sustainability point of view. Other well-established
measures include the Human Development Index (HDI) that only covers health, inequality and educational
issues (Bizikova L., Denton P., 2017).
As mentioned above, humankind started to think about the essence of development quite a long time ago;
however, starting in the 21st century, a completely new era of development started when 191 member states
of the UN and 22 international organisations agreed to combine efforts to achieve eight Millennium
Development Goals (MDGs)1∗ by the end of 2015.
In theory, MDGs concerned all countries, but in reality these goals were to be achieved for the countries
with poor, developing, and transit economies with the financial support of rich, developed countries and
international organisations. Originally, in 2001, the UN supposed that in order to reach their goals, an
additional USD 61bn per year would be necessary; later in 2002, this figure increased to USD 63-72bn; and
in 2005, the figure was USD 82 to USD 152bn. By the beginning of 2011, the OECD Development Centre
published a report Revisiting MDG Cost Estimates, according to which achieving the first six goals only at
the global stage required financing of over USD 120bn per year, which was unrealistic with external funding
only. Moreover, the economies of rich countries were in crisis at the time and the report indicated the need

∗ To eradicate extreme poverty and hunger; To achieve universal primary education; To promote gender equality and
empower women; To reduce child mortality; To improve maternal health; To combat HIV/AIDS, malaria, and other diseases;
To ensure environmental sustainability; To develop a global partnership for development.
1
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for direct internal resources (tax and other revenues) from the poor, developing, and transit countries to
achieve this aim.

How is Development Financed?
The concept of financing for development is rather broad and incorporates:
1. Mobilisation of internal (e.g. tax revenues) and international financial resources (such as Official
Development Assistance [ODA] and other international financial flows);
2. Involvement of the private sector in financing for development;
3. Maximum use of innovative sources of financing and instruments;
4. Increase of trade and investment potential for the creation of workplaces and boosting of the
economy;
5. Contributing to the sustainability of state loans;
There can be two components implied in financial flows necessary for development (Homi Kharas 2014):
1. Official development financing (ODF), which in turn comprises of:
-

Domestic revenues of developing countries (internal financing), the growth of which
decreases the need for external financing;

-

ODA, bilateral and multilateral concessional loans and grants;

-

Bilateral and multilateral non-concessional financing that are mobilised from international
financial institutions or private sources and are mainly used for infrastructure or for funding
other income generating projects;

2. Private external financing by means of foreign direct investment and other portfolio flows, which
are mostly aimed at growth and are not used for social objectives.

The Domestic Sources of Official Financing for Development:
The domestic revenue of a country plays a particular role in financing development irrespective of whether
the country is high-income or low-income. Public finances are the main source of investments necessary
for sustainable development. In 2011, developing countries (except for China and India) mobilized USD
2.8 trillion for financing development. Out of this, USD 2.3 trillion has been mobilized in the form of
internal revenues by governments, which is quite a high indicator. However, it does not meet the common
needs of sustainable development goals. In recent years, many developing countries improved their tax to
GDP ratio; however, there is still a large gap between the indexes of developed and developing countries.

36

Chart 1. Trends of Tax Revenue in % of GDP

Data Source: https://data.worldbank.org/indicator/GC.TAX.TOTL.GD.ZS?locations=XN

It should be noted that, according to this indicator, Georgia is far ahead of other countries not only in the
region but high income countries as well (Figure 2). However, similar to many developing countries,
internal revenues are not sufficient to finance development and support is still needed from external sources.

Chart 2. Trends of Tax Revenue as % of GDP in Georgia compared to Other Countries in the
Region

Data Source: https://data.worldbank.org/indicator/GC.TAX.TOTL.GD.ZS?locations=XN
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Until 2000, the volume of investments from the developed world was approximately 4.5% of the global
output, whereas savings were around 4%. The gap between these figures required external financing for
development. It on average amounted to USD 40 bn per year in the 1980s and USD 80 bn in the next
decade. Since 2000 the group of developing countries has had higher savings than investments. Surplus is
generally over USD 340 bn per year. According to experts, this trend will continue into the future as well
(Kharas H., 2014).
However, the developing world is not homogeneous, and unfortunately this trend will not apply to many
countries of Africa, Latin America, and the Caribbean, as well as developing countries and countries in
transition in Europe, including Georgia. These countries still need high external financing, and
unfortunately this need will most likely persist in the future as well.

External Sources of Official Financing for Development:
Official Development Assistance is a significant external source of financing for development. ODA stands
for financial flows that promote the economic development and welfare of developing countries. These
flows are concessional and have grant elements of at least 25 %. ODA cannot be used for military purposes.
OECD defines and periodically updates the list of countries eligible for ODA.
In these countries per capita income should be less than USD 12,276. As early as 1970 The UN sought its
long-term goal of achieving 0.7% index of ODA/GNI (Official Development Assistance/Gross National
Income) in developing countries, whereas this index for a country like Georgia amounted to 3.29% in 2015
(The World Bank, 2015).
In 2015, ODA/GNI index in the categories of countries differentiated according to income was as follows:
High-income country - 0%
Low-income country – 8.67%
Lower than average – 0.8%
Higher than average - 0.08%
The above chart shows that the ODA contribution to developing and low-income countries is great. This
has a number of negative sides along with positive sides. ODAs may be risky for certain countries as the
problem of “dependence” arises.
The total amount of ODAs allocated for development reached a new peak on the world scale in 2016 at
USD 142,6 bn which is a 8.9% increase compared to 2015. The lowest world ODA/GNI index - 0.178%
after 2000 was in 2012, 0.196% in 2013, and 0.204% in 2014. Since 2015, this index has not changed. On
the world scale, there is allocated USD 21 per one inhabitant out of international financial aid (The World
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Bank, 2015). Below in Chart 3 more details are presented about the dynamics of official development
assistance flows for the development of the world, Georgia, and some of the countries of the region in 20072015.
Chart 3. Total Official Development Flow, millions US Dollar

Data Source: OECD Library, available at: http://www.oecd-ilibrary.org/development/data/oecd-international-developmentstatistics/total-official-development-financing-odf_data-00071-en

The picture of the dynamics of official financial resources for development of Georgia and several countries
in the region in 2007-2015 is given in the Chart 4 below.

Chart 4. Official Development Flow in Georgia and Other Countries in the Region, Millions of US
Dollars

Data Source: the world Bank, available at: https://data.worldbank.org/indicator/DT.ODA.ALLD.CD
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For analysis of official financing for regional development, the statistics for ODA/GNI are presented
below in Chart 5.

Chart 5. ODA/GNI Trends in Georgia and other Countries of the Region

Data Source: The World Bank, available at:
http://databank.worldbank.org/data/reports.aspx?source=2&series=DT.ODA.ODAT.GN.ZS&country

This last chart shows that in Georgia, compared with other countries in the region, the amount of official
funding is characterised by trends of GNP decrease, but it is still relatively high and is something to be
considered. A decrease in the percentage of ODA in central government expenditure can be considered a
positive trend. It indicates an increase of the internal resource for financing for development.

Chart 6. Net ODA received (% of Georgia central government expense)

Data Source: The World Bank, available at: https://data.worldbank.org/data-catalog/world-development-indicators
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In regards to state and state guaranteed loans from international financial institutions and other sources,
their contribution to financing for development is smaller compared to other sources in the context of any
category of a country.
Private external financing:
The role of external private financing inflows for financing development is irreplaceable. It is similarly
important for both low-income and high-income countries.
A significant component of private finances is foreign direct investment (FDI). In any category of state,
even in low-income countries, there are significant inflows of FDI.
The dynamics of FDI inflows at the global level and in countries categorised by income in 2010-2015 is
presented below in Chart 7:

Chart 7. Foreign Direct Investment, net inflows, in millions USD

Data Source: The World Bank, Available at:
http://databank.worldbank.org/data/reports.aspx?source=2&series=BX.KLT.DINV.CD.WD&country

According to world investment reports, foreign direct investment inflows increased by 9% in 2013 up to
USD 1.45 trillion, and in developing countries the global share of FDIs increased by 54% which is a
record indicator.
Foreign Direct Investment inflows in 2014 declined 16 per cent to USD 1.2 trillion. However, recovery is
in sight in 2015 and beyond. FDIs flows today account for more than 40% of external development finance
to developing and transitioning economies.
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In 2015, global flows of FDI rose by about 40%, to USD 1.8 trillion, the highest level since the global
economic and financial crisis began in 2008. In 2016, global flows of foreign direct investment fell by about
2%, to USD 1.75 trillion. Investment in developing countries declined even more, by 14 per cent, and flows
to LDCs and structurally weak economies remain volatile and low. Although UNCTAD predicts a modest
recovery of FDI flows in 2017–2018, they are expected to remain well below their 2007 peak.
Developing countries in Asia nowadays attract more FDIs than the European Union and the United States.
However, developing and transit countries also steadily increased foreign investments. In 2014, the outflow
of direct foreign investment amounted to 39% of the total global outflow of foreign direct investments,
which in 2000 constituted 12%.
The role of private investments in reaching the goals and objectives of sustainable development is great.
However, the search for private investments to finance development carries many obstacles. According to
the Sustainable Development Goals (SDGs) report in 2016, private funds have been mobilised in
sustainable development sectors such as climate change adaptation, infrastructural development, food
safety, health and education, and investments. Currently there is a USD 2.5 trillion deficit in the sustainable
sector, in terms of investments, whereas according to the report, the future investment needs of developing
countries will be between3.3 to 4.6 trillion USD.
The volumes of FDI Georgia received by year are given on Chart 8:

Chart 8: FDI net inflow in Georgia, USD

Data Source: The World Bank, available at: https://data.worldbank.org/indicator/BX.KLT.DINV.WD.GD.ZS
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Chart 9. Percentage of FDI flows in Georgia in terms of the entire amount of foreign flows by
year:

Data Source: https://public.tableau.com/views/Shareofnon-ODAflows/ODAvsNON-ODA?:embed=y&:display_count=no?&:showVizHome=no#1

Despite the fact that the amount of FDI that entered into Georgia in 2015 decreased, its share is considerably
higher mainly due to the decrease of personal transfers and ODA.

Conclusion:
The MDG terms expired in 2015. As the information submitted above shows, rather large internal and
external financial resources have been mobilized to achieve the MDGs. However, about 1 billion people
still live on less than USD 1.25 per day (the World Bank measure on poverty), and more than 800 million
people do not have enough food to eat. Women are still fighting hard for their rights, and millions of women
still die in childbirth.
Therefore, 17 Sustainable Development Goals have been elaborated by the UN that could transform the
world by 2030. One of the major challenges for SDGs, similar to MDGs is to mobilize the required finances.
In order to determine their financing and resources needs the intergovernmental committee of experts on
sustainable development financing was set up in 2013. In August 2014, the Intergovernmental Committee
of Experts on Sustainable Development Financing adopted its report: “proposing options on an effective
sustainable development financing strategy to facilitate the mobilization of resources and their effective use
in achieving sustainable development objectives”. According to experts’ calculations, the cost of providing
a social safety net to eradicate extreme poverty will amount to about USD 66 bn a year, while annual
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investments in improving infrastructure (water, agriculture, transport, power) could total up to USD 7 tn
globally (The Guardian 2015).
Public finances and aid play a great role in achieving sustainable development goals. According to the
prognosis made by the World Bank, 50-80% of the funds necessary for achieving SDGs should be
mobilized through internal resources, economic growth being the primary source. MDGs did not expressly
focus on the economic development of countries. One of the targets of the eighth sustainable development
goal, decent work and economic growth, is 7% growth of GDP in the least developed countries. This very
economic growth is a significant precondition for mobilizing huge financial resources needed for achieving
the goals. The contribution of ODA is great too. In 2016, official development assistance peaked at USD
142.6 bn. Contributions made by private investments is similarly vital for achieving SDGs. However,
mobilizing private investments for sustainable development is fraught with many challenges. There is a
deficit of USD 2.5 trillion for investments in the sector of sustainable development. According to the report
prepared by experts, the investment needs of developing countries are in the vicinity of USD 3.3-4.5 trillion.
Unfortunately, neither major conference on financing for the SDGs, held in July 2015 in the Ethiopian
capital Addis Ababa, could offer countries any new or innovative sources for sustainable development.
Focus is still made on collecting more taxes and fighting tax evasion.
Time will show how countries and the international community will manage to mobilize the deficit financial
resources necessary for sustainable development goals. It should be kept in mind that accessibility of only
the required financing is not enough. While finances are vital for development, it does not mean that the
countries with higher incomes have greater progress in achieving the development goals. Good governance
based on transparency and accountability and adequately functioning institutions are similarly vital to
achieving these goals.
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Annotation: The article discusses the formation of national innovative systems and the factors which
influence them. The articles attempts to highlight the signs of general national systems and the
characteristic of them as interactive blocks, in particular creative blocks, technology transfer blocks,
production blocks, and staff training blocks. Analysis of national innovation systems in the world has shown
that 5 basic types of national innovation systems are explicit. These are: the Euro-Atlantic, East-Asian,
three-dimensional spiral, and four-dimensional spiral models. Each system is characterized by their own
peculiarities and accordingly the countries where these systems are used. The state of innovation
development in Georgia is highlighted, as well as the transition to the model that is most relevant to its
level of development is proposed.
Keywords: National Innovation System, Atlantic, Oriental, Triple Spiral.
JEL Classification: G2, G3

Introduction
At the beginning of the 21st century a change of the main factor of economic development started, which
laid the basis for the formation of a new type of economy, where the knowledge factor plays a decisive role,
and knowledge production is the source of economic growth. In this case new forms of scientific
knowledge, new technologies, innovative processes, goods and services systems, and business
organizations, are dominant factors of economic growth. Innovations will turn into a strategic form of
economic growth, affect the structure of public production, change the face of the economic organization
of a society, and eventually promote stabilization of the social situation of a country. The formation of
national innovative systems is already in progress in relatively developed countries. The formation of
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different types and models of national innovation systems depends on the country's national peculiarities
and economic potential.

Common signs of national innovation systems
While national innovation systems differ significantly from each other, they share some common signs,
which include a combination of interactive blocks. These blocks are: the creative block, technology transfer
block, production block, and the staff training block.
The creative block is often called the Knowledge Block, since it includes universities, scientific institutes,
and social networks, which provide informal interactions between researchers from different institutions
and universities.
Various mediators are integrated into the technology transfer block. Nonprofit organizations made up of
professional experts who form a special environment with wide network connections which can provide
authors' with contact with potential buyers.
The financing block includes sources of funding needed for the transformation of the idea into the
experimental sample and then for its mass production. The three sources of external financing are known:
bank credit, selling of innovations and venture financing.
There are two alternative options for an innovative production organization in the production block: the
first is production that can be involved in the manufacturing structure of any major firm and accordingly
take advantage of vertical integration, which reduces transaction costs. The second is creating a new
enterprise where the production transaction costs are minimized at the expense of small size.
The staff training block is focused on the formation of scientific personnel.
The opinion of both domestic and foreign researchers is unmatched in relation to the blocks of national
innovations. Some believe that the main elements of the national innovation system can be combined into
six major blocks, while others posit that the number is ten. No matter how many elements national
innovation systems contain, they generate knowledge, build innovative staffs, create innovative
infrastructure, produce innovative products, and carry out state policy. The interaction between the blocks
is carried out according to the following schemes: "state-science", "science-production", and "stateproduction". According to these schemes, the role of the private sector is based on its own research and
development of technologies and innovations. The main role of the state is to promote production in the
complex of fundamental knowledge and strategic technologies, and to create infrastructure and positive
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institutional conditions to foster innovative activity. Various options for realizing these conditional models
are forming national innovation systems [Sergeev V.M. Aleseenkova E.S., Nechaev V.D. (2008)].

National Innovation System Models
Analysis of national innovation systems in the world has shown that there are four main types of national
innovation systems classifications. These are: Euro-Atlantic, East-Asian style, alternative, and triple spiral.
The Euro-Atlantic model is a complete innovative cycle model, which includes all the stages from the
emergence of innovative ideas to mass production of finished products. In the countries where this model
is used, all components of the innovation system are presented: fundamental and applied sciences, research
and development, creation of experimental samples/prototypes, and finally their mass production. As a rule,
the model is used by developed countries that are leading the worldin competitiveness of national
economies. These countries are: Great Britain, Germany, France and others [Katikov D.D., Maligin V.E.,
Smorodinskaia N.V. (2012)].
The East-Asian model is distinguished by the fact that there is no stage for the formation of a fundamental
idea in its innovation cycle. Innovative systems based on this model have virtually no components of
fundamental science. This model is used by the countries of the East Asia region. These include: Japan,
South Korea, Hong Kong, Taiwan and others. East Asian countries, which are oriented on high-tech
products, are often borrowing technologies from "traditional" model countries. Japan's innovative system
is considered a classic example of the innovative development of this model.
The Alternative model of innovative development is predominantly used in agricultural countries, which
tend to lack significant resources in the field of fundamental and applied sciences, as well as rich raw
materials processing technologies, etc. In such an innovation system not only is a block of fundamental and
applied science represented weakly, but also a high-tech component. Countries that do not have the
opportunity to develop new technologies, have innovative policies that focus on training, and the fields of
economics, finance, management, labor, sociology, and psychology. They also prioritize the development
of light industry, creative industry, and recreational sectors. Major attention is paid to the management of
representatives from transnational corporations, local banks, and international political structures. The
Alternative model of innovative development is used in Thailand, Chile, Turkey, Portugal and others.
As for the "Triple-Spiral" model, which has developed in the US over the last decade, it is fundamentally
different from the above models not only in the structure of the national innovative system, but also by the
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mechanism of interaction with its individual elements. The process of forming individual elements of this
model has been observed in some of Western Europe Countries and Japan [6].
Let's briefly consider each of them.
The Euro-Atlantic model of a national innovation system is widely developed in Western European
countries, with many years of scientific traditions and experience. After World War II, these countries
gradually changed the priorities of their research and emphasized relatively cheap means of receiving
scientific and technical information. For example, in the late 1940s, Great Britain refused long-term
research into nuclear physics and emphasized the study of radio astronomy and high-molecular substances.
Great Britain has in turn achieved great success and laid the basis for two fundamental scientific disciplines:
astrophysics and molecular biology. Today, the British Innovation System is concentrated around world
class universities such as Oxford, Cambridge, University of London, and others. The development of Great
Britain's innovation system occurred due to the development of a board of innovative technologies strategy
and innovation strategy of long-term development in the early 2000s. The Technological Strategy Board is
making investments in new technologies and supports their development and commercialization. In
addition, two types of innovation centers have been created in the country. The first type is designed to
develop specific technologies and promote their use in terms of business needs and capabilities. The second
type of innovation centers are focused on certain sectors of the economy or market for the unification of
science and technology.
In Italy and Germany, national innovation systems are concentrated around large universities.
As for smaller European countries, national innovation systems are focused on the development of
fundamental sciences in universities that are funded by the state. These countries are: Sweden, Netherlands,
Denmark, Switzerland, and Finland. They hold an important places in innovative systems in their respective
National Academies of Sciences. In some of these countries there are institutions of higher education that
provide highly skilled staff in the field of fundamental sciences. Applied research in small European
countries is mainly funded by a grant project with large transnational corporations within the joint project.
In addition, small and medium-sized businesses are actively involved in financing such studies. Every
country has national characteristics to build national innovation systems. For instance, in addition to
universities in Denmark, a significant part of the innovation system is sectorial scientific-research institutes
attached to various ministries which carry out scientific research in accordance with the requirements/needs
of the relevant ministry. There is also a network of institutes that are independent consulting companies
that develop and sell their knowledge and technological services to private enterprises and state institutions.
These institutions are non-profit organizations created by the Ministry of Science, Technology and
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Innovation and are engaged in the following main pursuits: independent development of know-how; and
participation in joint projects and commercial activities together with state scientific-research institutions
and private companies [Sergeev V.M. Aleseenkova E.S., Nechaev V.D. (2008)].
In Western European countries the processes of unification of national innovations are underway in a united
scientific-technical and innovative space. For this purpose, special mechanisms have been developed that
promote the implementation of the new innovation strategy of the European Union. Unified European
Innovative Space is a complex interdependence between the level of formation, and the constituent
elements and instruments. The national innovation system is constantly changing, and new forms of
cooperation emerging. Transnational cooperation strengthens and expands the united European innovation
system.
The East Asian region has developed an eastward model of national innovative systems that differ from
other models. The structure is notable in that universities as a fundamental development center play a much
smaller role than research laboratories of corporations. A typical example of this is Japan, where the
innovation system is focused primarily on technical innovations and the latest technologies and not on
fundamental knowledge [6].
The Japanese National Innovation System gradually emerged, and consisted mainly of 3 stages. The first
phase was the 1950-80s, the second stage from the 1980s to the year 2000 and the third stage from the
beginning of the 21st century. Each phase is distinguished by their peculiarities that were caused by the
policies which were formed in the scientific, technical, educational, and social spheres.
The formation of the Japanese National Innovation System is based mainly on national fundamental
research on leading overseas technologies and know-how, based on their original designs and scientifictechnical achievements.
It is noteworthy that most fundamental studies are taking place in universities and state laboratories in
Japan. The main share of expenditures on scientific research and experimental projects is from the private
sector in Japan, which contributes to the success of this country in the areas of technical progress relating
to the production of consumer goods.
In countries with no significant scientific potential, where there is no fundamental and applied sciences
block, an alternative model of innovative development is formed. Examples of this model are the National
Innovation Systems of Thailand, Chile, Turkey, Portugal, and others. When forming their national
innovation systems Thailand and Chile prefered to develop innovative management of agriculture and to
barrow new technologies and develop upon them. Innovative infrastructure is gradually developing, which
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includes strategy elaboration of innovative development and the competitiveness of the national economy.
It is noteworthy that fundamental science in these countries is predominantly in universities. Leading
national universities enjoy government support. It is an alternative model for national innovative
development that does not include the creation of a complete production cycle of fundamental science and
high technologies that would be very beneficial for those countries who do not have high financial and
organizational expenditures [Avdokushin E.F. (2010)].
The third model, known as the Triple Spiral Model, is the latest model of the formation of national
innovative systems. It has developed on the basis of the Euro-Atlantic model, but has not yet completely
formed in any country. Most of its development has centered in the US. At the beginning of the 21st century,
the triple spiral theory laid the foundation for a triple-shaped model. The use of a three-dimensional spiral
model for innovative development implies the interaction between three institutions (science-statebusiness) and the creation of an innovative product at each stage. It is a dynamic model of inter
organizational interactions between the economy and the evolution of society. Previously, the interaction
between these three institutions during the industrial era was linear, in this model spiral structures are
already created that enable institutions to change and maintain some of the characteristics of each other. It
is characterized by three main elements. The first is that a community based on scientific knowledge is
characterized by the strengthening of the role of universities in interactions with industry and government.
The second characteristic is the interplay of the three institutions. The university, the state, and business are
working to cooperate, while the innovative constituents are generated from this interaction rather than from
state initiative. Finally, in addition to traditional functions, each of these three institutions is partially taking
over the functions of other institutional spheres, and the realization of non-traditional functions is an
innovative source. In practice it is implemented as follows: Universities who are engaged in education and
scientific research, advance the creation of new companies within the incubators of the university, which
contributes to the development of the economy. Business is partially engaged in educational services, and
the state, besides its traditional legislative and regulatory role, is a public entrepreneur and venture investor.
The leading role in this model is given to universities that transform into entrepreneurial universities or
industrial types of universities, use knowledge in practice and that results in new academic disciplines.
It is noteworthy that a more complicated variant of the three-dimensional spiral, the fourth-spiral model,
has emerged that deals with the interactive network of relations at the national level. Because other institutes
have also started to influence the innovative processes in the form of different social layers, these
circumstance have raised the issue of adding a fourth element to the triple spiral. It is considered that the
fourth sphere characterizes better a modern postindustrial economy than the triple, because of the
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acquisition of a vital role for civil society in the 21st century, in the creation and development of ideas of
well-being and new values [Itskovits G. (2011)].

The Experience of Georgia
In any country the development of the innovation system should be based on the country's innovation
policies. Development of innovation policy for Georgia is especially important in respect to European
integration. No country will be able to develop without innovative activity, so Georgia can not overcome
this issue. For successful innovative activities, the country needs to have characteristics such as the ability
to develop an innovation system, good governance, an established political system, and an open economy.
From the point of view of innovative development in Georgia, interest has been observed since 2013 by the
NGO Coalition "Innovative Georgia" document, which provides recommendations regarding Georgia's
innovation policy.
There is no systematic approach to innovation policy in Georgia and therefore no political approach has
been established. In terms of innovation issues in recent years, the regional development strategy (2010)
and the Georgian innovation concept (2012) are the most notable projects. These projects implemented by
some of Georgia’s donors from 1993 to 2013 namely EU Technical Assistance Program for the CIS (EU
TACIS), the German International Aid Agency (GIZ), CRDF Global (an organization in the United States,
which deals with research and innovation in other countries), and the International Science and Technology
Center (ISTC) which has international centers for financing science and technology in post-Soviet countries
funded by the governments of th US, Canada, European Union, Japan and South Korea. These projects
have aimed to develop innovation and, therefore, keep/grow the country's innovation potential. However,
the innovation potential in Georgia is quite low, and there is no state strategy or support in the country for
the development of the country's innovation policy. Attention and actions towards innovation policy in
Georgia are only at the level of several governmental organizations and it has no major presence.
Nowadays there is no doubt that the innovative development of the country should be a priority goal of the
government. Georgia has minimal prerequisites for the development of innovation policy, but in the future
their expansion is necessary. For this there are preconditions we must considered: that the innovative
development of the country is recognized as an economic growth mechanism; there is a group of specialists
that are partially trained and have enough skills to start working on innovation development; and the
experience of other innovation policies in the world are studied and analyzed and the issues that need to be
put in the country's innovation policy are worked out. Of course, these prerequisites are not enough and
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require sufficient work and improvement; however, it is quite useful to develop innovation policy in
Georgia.
In order to achieve innovation policy in the country concrete actions from the government are necessary,
namely the recognition of the innovative development of the country as a priority and creating a favorable
environment for that. It is noteworthy that the idea on innovative development for Georgia is different.
Mainly, two types of strategies are underlined. One of them implies the transformation of Georgia into a
developed country by 2030. The second strategy, on the basis of world experiences, implies the moderate
and gradual development of Georgia. We adhere to the second strategy, since the implementation of the
first strategy, in a short period, has almost always failed in other countries.
To activate the innovative process the government should strengthen management and coordinate the
actions of all subjects, and integrate all structures interested in the realization of innovation. This is
necessary to gain the attraction of investors and the stimulate creation of favorable conditions to develop
innovative processes, and realize scientific and technical achievements in our market economy.

Conclusion
The overseas experience of the formation of different types of national innovations suggests that most
countries today are forward-looking about innovative development and are thus choosing a model of a
national innovation system that is most relevant and reflective of their economy. In addition, the selection
of a specific model should be determined by the level of education and science of the country's economic
development. The establishment and development of a national innovation system is a long process for the
economy of any country where business, state, and science are very closely interconnected, and in addition
to their traditional functions, they acquire non-traditional functions and perform them. However, it should
be noted that the rapid success of countries that have great scientific and educational potential will enable
them to quickly develop and implement innovative products in their respective industries. In order to do all
this, there is a need for a harmonious relationship between science and business, which is impossible
without the active protectionist policies of the state.
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Abstract: There are enough resources for the development of wine tourism in Georgia. This is based
on Georgia’s unique geographical location. Five hundred of the 2000 most well-known varieties of
grapes are Georgian. Georgia can use these unique varieties of grapes to expand in a new sector of
tourism - wine wellness. Wellness is a flexible term in tourism interconnecting medical, physical,
psychological, and social activities aimed at the treatment and refinement of the vital forces of human
beings. The development of tourism in wellness will increase international tourist flows, the fame of
Georgia, and incomes.
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Introduction
One of the main expectations visitors have about the country of Georgia, besides historic or natural
landmarks, is Georgian wine.
Almost every tourist visiting the country knows that wine is a cultural staple in Georgia, it has been
referred to as the "Motherland of Wine", and the production of wine in Georgia with ecologically clean
grapes is internationally certified. Consequently, foreign tourists are especially attracted to what
Georgia offers them when it comes to wine. The tradition of wine treatment in Georgia goes back
centuries according to ethnographic material and written sources. Wine serves multiple purposes in
Georgian folk medicine. It was used as a prophylactic, stimulant, and for the treatment of a variety of
diseases. Wine was used both separately and with other ingredients in complex compounds. There is a
wide range of wine treatments in old Georgian medical manuscripts. Today wine treatment is called
enotherapy.
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It is noteworthy that folk medicine preferred black (dark red) wine because it was considered to have
more beneficial qualities. According to the carabadin (ancient Georgian medical texts), all kinds of wine
were used for treatment, mostly longer aged wines. The timely picking of the ripened grape and the
kvevri (large clay fermentation vessel) in combination give Georgian wine its high nutritional value and
medicinal qualities.
Wellness, as it is understood in this article, was first used by the american doctor Helbert Dunn in 1959,
and in English directly means good health (especially as a result of a healthy lifestyle). Many people
are trying to use products and services to achieve or maintain wellness. Wellness encompasses several
things such as rapid and qualitative restoration of vital forces, individually formulated nutrition, use of
treatments to influence human physiology. Activities and treatments include climatotherapy, baths,
wine therapy, mud treatment, magnetic sand, sea baths; consumption of mineral waters, medicinal
herbs, flavonoid rich plants and algae, and individual physical activity like swimming, mountain skiing,
therapeutic exercise, massage, and horse riding (G.Kuparadze, 2013). Wellness services should be
integrated into one complex and its purpose is to offer people an opportunity to gain a healthier life.
Recreational tourism is one of the fastest growing world tourism sectors that can contribute to the
development of national economies.

Health tourism

Medical
tourism

Biomedical Health
Paradigm-Treatment of
disease

Tourists travel because they
need treatment/cure

Wellness
tourism

Health Paradigm

Tourist Motivations

56

Health Wellness ParadigmPromotion of health and disease
prevention

Tourists travel in order to improve
their health

Healthcare professionals
(doctors, nurses) are
appropriate, standardized

As a rule, employees are
not representatives of
health care, they possess
different qualifications

Types of Services

Services are mainly beyond
the scope of the biomedical
field

International Experience and Forecast of "Wellness" Tourism
The popularity of recreational tourism has led to the development of a range of services and economic
sectors that help patients to plan and implement such a journey. The following factors related to wellness
tourism are reasons why world tourism experts and professionals predict the growth of the sector by 6-8%:
• Fast pace of life.
• Increase in individual incomes and the desire for a better quality of life.
• Increased interest in alternative treatments and therapies that use natural products in treatment.

Recreational and Wellness Travel Forecasts for 2011-2020 (million)

Source: THR's assessment
One part of wellness tourism that is growing fast and is a set of health products and services in the private
market, often referred to as the Wellness Industry (Kickbusch and Payne 2003; Pilzer 2007). The
researchers predict that the wellness industry will occupy one of the most important places in the global
economy.
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According to expert conclusions in 2009, sales of wellness tours grew by 500 billion USD, and notes that
this trend is still in the earliest period of establishment. It specifically distinguishes Wellness tourism from
the traditional health care sector, which is perceived to be a healthcare and sick area. According to the
World Health Organization (WHO) forecast, wellness will be the world's largest industry by 2022 and
wellness and tourism will create a global "undefeated consumer power".

Health tourism

Medical tourism suppliers

Wellness tourism suppliers

Beauty and spa salons
Private tourist medical clinics
Resorts
Corporate, investors' hospitals

Places of relaxation

These forecasts of health and wellness tourism clearly show the popularity of tourism, and that is why it
has been repeatedly mentioned as one of the fastest growing niche tourism markets. It is important to
underline that researchers believe that wellness and medical tourism are fundamentally different segments
of health tourism (Connell 2011; Müller and Lanz Kaufmann 2001; Puczkó and Bachvarov 2006). These
differences arise because medical tourism builds on the paradigm of biomedical health, where the emphasis
is on treating or curing diseases, and wellness tourism is guided by an alternative approach that focuses on
health promotion and well-being.
It is noteworthy that wine tourism is of great importance for the promotion of Georgia and the development
of the sector, but it is important to develop also in the new direction of the world tourism industry: wellness
tourism. There are some segments of consumers in the world (LOHAS -Lifestyles of Health and
Sustainability), which are the most healthy, and they prefer green or organic products. Such biologically
clean perfume and relaxation tools are used in wine wellness tourism services. This term appeared in 1999
for the first time and today there are so many followers.
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Italy, France, Spain, Hungary, USA, and Turkey are favored countries in the development of the health and
wellness industry. These countries offer a wide range of wellness services, with anesthetics, and
amphelotherapy being especially popular.
Since the opening of the first official wine spa in the world in 1999 in the Bourdeaux wine region of France,
the idea has quickly become popular throughout the world. The hotel "Les Sources de Caudalie" is
especially attractive to guests, and France is widely regarded as a wonderful, sophisticated wine country.
However, this is not the only reason for its popularity, as together with tastings guests are also offered
different packages that can include enotherapy, ampelotherapy, and grape seed oil massages.
"Caudalie Marqués de Riscal" is a hotel complex in Spain, where wine wellness is of a high quality. Experts
of innovative enotherapy offer guests skin care products, wine baths, and massages that improve blood
circulation and increase muscle tone. The hotel is located in the medieval city of Eltziego and it is
distinguished by its sights, e.g. Wine Culture Museum (an important European wine museum), as well as
the hotel's winery and wine cellar, which was built in 1858. All of these are very attractive to guests.
"Hotel Centro" offers guests wine tours in the Czech Republic together with a pleasant atmosphere. The
popular wine wellness products includes: ampelotherapy, grape massages throughout the body, relaxation,
recreational massages with wine, and wine spas.
One expensive hotels in Italy, "ADLER" uses wine as a unique way of raising human relaxation and tone.
The wellness center offers guests enotherapy, wine baths, grape treatment of the skin, and anti-aging body
massage with grapes. The hotel wine "wellness" is very popular among users, and they can relax and restore
their vital forces. Positive reviews and impressions reflect their satisfaction, and according to an assessment
rating (9.8 points from 10) the wellness hotel service is first place.
The hotel "Les Ottomans" in Istanbul, Turkey offers many high quality wine wellness services. A guest has
the ability to boost the body with honey and wine synthesis, they can also use the skin's nutritional masks,
grafted grapes extract, and grape seed. Choosing a variety of packages a visitor gets acquainted with
detailed information and afterwards makes a decision.
In Australia, "Balgownie Estate" is a place where guests can view private vineyards on the territory of the
hotel and they are offered a ritual package, including grape masks, body masks, red wine masks for facial,
and spinal massages. Small wine tours and then spa services are available for visitors, which is well
reflected in users’ assessments.
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In Austria, "LOISIUM" is located one hour from Vienna. This is a complex, with its own vineyards and
has a great value for wine wellness because of its ten different types of wine rooms where guests are offered
refreshing massages with grape seeds and two different types of grapes for a whole body massage, facial
massages, and spinal massages. The location of the hotel and vineyards, and the quiet environment allows
guests to get acquainted with wine, taste it, and feel the magic of wine. Enotherapy treatments encompass
a variety of services: skin moisture, hand and foot massage to improve blood circulation, aromatherapywine spas, and muscle massages. In addition, the creams used for care and moistening are produced from
wine. The high level of wine wellness has become a family tradition and by all means, guests are offered
wine tasting.
"Kenwood Inn and Spa" is a small wine resort in California, USA where wine attracts guests not only as a
drink but also as one of the means of relaxation. Visitors are offered "Cabernet" massages, which are made
from grape seeds that remained from pressed wine as well as seed oil massages, and a wine and honey
massage to improve blood circulation.

Wine Wellness in Georgia (research)
It is noteworthy that only a few tourist enterprises (hotels) in Georgia offer wine wellness service in the
field of health tourism.
1. hotel "Kvareli Edemi" a wine Spa in the Kvareli region, is designed for the international promotion of
tourism development and the unique characteristics of Kakhetian wine and grapes, which offer the
following services: wine rituals, aromatherapy, various kinds of skin massages with grape seed oil, winetherapy in barrels, and spas with Saperavi and Tsinandali wine varieties.
2. "Schuchmann Wines Georgia" is an enterprise funded by German investment, which is mainly a wine
producing company, (its main product is wine) but besides this agriculture and tourism are the most
significant sectors. The main service that has been added to Schuchmann Chateau is a wine spa.
Exclusive 100% Bio Relaxation Products made from Georgian grape varieties have been created including
grape seed oil, distinguished by unique features. The guests are offered grape seed scrape regenoprocedures
and hot wine procedures.
3. The health resort resort "Biol" in the recreation zone of Kojori belongs to “Medgroup Georgia”, the
ideology and concept of which is based not on psychological comfort and pleasure of an individual, but on
the controlled and measurable health process based on medical scientific theory. This means that diagnosis
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of the effectiveness of functioning of an organism is done at the level of the vital unit (i.e. cell). Based on
those results, a particular individualized wellness program is prescribed including functional nutrition with
additives of medicinal herbs as well as anti-stress physical activity, proper spa therapy, and different
procedures individually prescribed to the customer.
4. Hotel "Jino Wellness Rabat" Wellness & Spa is a hotel located inside the walls of the historic Rabat
fortress in Akhaltsikhe. The lower part of the hotel is the "Wellness" spa center which offers several types
of sauna.
5. "Jino paradise" is a multifunctional complex that combines an aqua park and a relaxation “Wellness”
center.
The following results were based on the research of the above objectives.
Hotel "Kvareli Edemi" uses relaxation-recreation methods based on Spanish wine production in regards to
its wine wellness services.
The company "Schuchmann Wines Georgia" uses relaxation-recreation methods utilizing the national
production of wine for its wine wellness services.
Kojori's "Biol" does not use wine-relaxing and recreational services.
"Jino Wellness Rabat" (Samtskhe-Javakheti) does not use wine components in its proposed services.
"Jino Paradise" (Tbilisi) does not use wine wellness in their stated services.
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Conclusion-Recommendations
We need to cooperate with the Government and Private Structure for the development of wine spa tourism
in Georgia through a Public Private Partnership. It is advisable to establish a supply of the secondary raw
material from grape processing through an initiative of the state, from which can be derived ethyl-alcohol,
enanti ether, grape oil, wine marshmallow, tannin, enzymes, fluffer, food yeast, and many other valuable
products. The problem of utilization of secondary raw materials is important in all wine producing
countries. In this regard, Georgia is in poor condition. Grapes in practice are used incompletely which is
irrational. This is especially regarding the winemaking of Georgia. 80% of the pomace (the leftover solid
grape matter) comprised of 25-27% seed, is used primarily as animal fodder. The rest of the mass is just
thrown off. (G. Gorgodze, 2013)
It is necessary to create a brand of relaxing perfumery line from Georgian wines, which will increase the
importance of Georgian wines, not only as a drink but also as a guarantee of health, as well as the awareness
of Georgia as a country.
The first section of the tourism strategy 2015-2025, according to detailed analysis, provides the possibility
of high quality multifarious tourist products for travelers to achieve their desired goals, and to learn and
understand the tradition of winemaking, and history of the country, and why it has its wineland status. That
is why wine wellness tourism development can be considered as one of the most important factors of the
strategy development plan.
• Increase of income from tourism
• Increase the average amount spent by a visitor
• Increase the number of people employed in tourism
• Average duration of visit will be increased
• Foreign direct investment in the tourism sector will be increased
• Increased number of visitors from Western European, Asian, and North American high-income markets
• The tourist packages will be diversified
Fifty priority activities have been established in the action plan for tourism development, and it is important
and necessary to consider the introduction and development needed to become one of the most popular
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destinations of "Wellness Tourism", taking into consideration global trends. This will bring serious
economic revenue in addition to raising the popularity of the country.
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Abstract: The land is crucial to the state in terms of its economic and social stability. It is a strategic
resource leveraging its security and integrity. Efficiency of a system is directly connected to the efficient
utilization of available resources. Liberalization and sale of national resources is not the only answer. The
quest for a quick profit should not be detrimental to national interests. Land belongs to the people.
Therefore, it should be provided to those who can best utilize it. Sustainable economic growth relies on
viable land policy. We believe that the introduction of contracting of product sharing in Georgia can boost
the national economy. Project funding is no less important. Appropriate use of the land is going to be
beneficial to national industry, innovations, investment, the vitalization of the labor market, and the
efficiency of the labor force. Local and foreign investments do not necessarily mean loss of territories. It is
not about nationalization of the land but developing policy that harmonizes private and national interests.
Doing things at sixes and sevens leads to nowhere.
Keywords: land property, market economy, public property, financial stability, rental payments, access
to land, galvanization of business activities, innovation, inefficient policy, long-term lease land, contract
system, product sharing project.
JEL Classification: D4

Introduction
The quest for evolution drives homo sapiens and, in broader terms, humanity per se. By amassing all
available resources, men worked their way towards humanization and onwards to this day. Their cognitive
power led man to the perception of labor as the most important factor in terms of survival and development.
The decision to make land an instrument of labor opened up a wide range of possibilities. The realization
that the importance of the land was a crucial factor in terms of labor relations is a landmark in the formation
of modern society. The land became the most important means of production, and a crucial element of
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social organization. It also preconditioned the origination of a state occupying a certain territory and
eventually led to legal, economic, and political relations among people.
The value of the land is determined by the benefit it brings. In this respect, it opens up a wide range of
opportunities:
1. As a global asset with huge developmental potency, the land is essential for the physical existence
of societies, ethnic groups, and nations living on certain territories.
2. The land is the territory the state is built on. It is where its jurisdiction spreads. The territory of the
state includes the land, inland and territorial waters, and the spatial and mineral resources.
3. The land as an economic factor is a public benefit underlying the labor relations within the society.
In economic terms, it is one of the most significant resources for human reproduction, which makes
it possible to meet our physiological and hygienic requirements. According to the theory of
geographic determinism promoted by Charles Louis Montesquieu, all natural factors, such as the
structure of the land, soil, vegetation etc. determine the social fabric and level of development.
Therefore, geography is an important determinant of social development.
4. The land as a macro-economic factor forms the basis of manufacturing, added value and national
income and, eventually, the state capital, which defines the developmental potential of a society.
The more efficiently the land is used, the higher the socio-economic, political, scientific, and
cultural level of a society. At the end of the day, efficient management of the land, the main financial
asset of the state, determines its fate.
5. The land as a geopolitical factor becomes especially important if the territory of a state becomes the
cross point of interests of two or more countries as exemplified by Georgia and Ukraine. In the XXI
c., the value of the land is measured by a state’s potential to influence another via the territory of an
allied country (the so-called “springboard”) rather than figures showing its economic efficacy.
6. The land as an object of foreign and international politics. Today, there are several unrecognized or
semi-recognized countries attracting interest of several foreign states. Among those there are
Abkhazia, South Ossetia, the Republic of China controlling Taiwan and several islands, the
Republic of Kosovo, Palestine, and Syrian Kurdistan etc.

Throughout history, there have been several cases of finding solutions to state problems by forced
assignment of the right to control certain territories. The instances include the 1938 Munich Treaty
concluded by N. Chamberlain, E. Daladier, B. Musollini (the British, French, and Italian PMs) and A.
Hitler, the German Reichschancellor on the forced transfer of the Sudet region, a part of Czechoslovakia to

65

Germany or the division of Poland among Germany, Slovakia, Lithuania and the USSR in 1939 2. Thus,
land becomes a factor of stability in terms of international relations.
The wars humanity has been waging give us a clear picture of land as a strategic resource. Scholars posit
that in the course of human history, 95% of societies settled their internal and external conflicts by wars. In
the last 56 centuries, there have been approximately 14,500 recorded wars claiming 3.5 bn lives, over half
of which with the goal of seizing foreign territories or redrawing maps and, consequently, reallocation of
the land’s resources.
In his study “Results of the Land Nationalization”, Silvio Gesell, German entrepreneur and initiator of the
theory of ‘Modern Economy’ says: “All the difficulties concerning the contracts concluded by Germany
have to do with the landowners’ interests as shown by a lengthy discussion of the construction of the
Midland Canal (Mittelland Canal). All our small joys, such as a relative freedom of movement and
settlement wherever we wish, abolition of slavery and serfhood were gained as a result of armed conflicts
with the desperately fighting landowners. A long drawn-out civil war in the USA was merely an episode in
the war against the landowners opposing any new initiative. Had it been up to them, there would have been
no freedom of movement or settlement or the universal suffrage. They would have never compromise their
interests. Even schools, universities and the Church have been and are still under the landowners’ control.”
Today, there are 134M km2 of land in the world. Division of territories among the countries resulting from
the course of history has led to its redistribution as shown in table 1 below. The biggest countries in terms
of their territories are: Russia, Canada, the USA and China. As to the natural resources, the list of the richest
States looks as follows: Russia, the USA, Saudi Arabia, Canada, Iran, China, Brazil, Australia, Iraq and
Venezuela (see table #2 “The Value of Natural Resources of Various Countries” (In USD)).
Land Resources of a Country (Territory) {2}
Table 1
Country

Area in thousand km2

Russia

17.075.242

Canada

9976139

USA

9.826.675

2

On 30 September 1938, an agreement “On Transfer by Czechoslovakia of its Sudet region to Germany” was signed and only thereafter was the Czech delegation
allowed entry to the hall. The document stirred their protest. On 31 September, Germany and the UK signed the nonaggression declaration. In his memoirs, W.
Churchill recalls: “We wish the world to know about our protest against the decisions taken without our involvement”, - the Czechs said.
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China

9.596.960

Turkey

783.562

France

643.801

Ukraine

603.550

Sweden

450.295

Japan

377.915

Germany

357.022

Norway

323.802

Czech Republic

78.867

Georgia

69.700

The Netherlands

41.453

Switzerland

41.277

Value of Natural Resources by Countries (USD) {3}
Table 2
Country

Bn USD

Russia

75

USA

45

Saudi Arabia

34.4

Canada

33.2

Iran

27.3

China

23

Brazil

21.8

Australia

19.9

Iraq

15.9

Venezuela

14.3
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As the figures above show, Russia, Canada, the USA, and China are the biggest countries in terms of
territory. As to the value of their natural resources, Russia, the USA, Saudi Arabia, and Canada top the
chart. Obviously enough those states are dominant in terms of the foreign economic relations and to a
significant extent, in the international arena. Globalization has brought about a single economic space, with
cooperation prompting partnership among countries. However, a market economy involves competition for
profits and sales markets.
Consumption of meager power resources aggravates the situation. Experts warn that fuel deposits are
running out: available oil is estimated to last for merely 20-30 years while gas has around 60-80 years.
Meanwhile the world population is growing on an exponential curve.
Fig. 1. World Population (M){4}

If in 1900, there were 1.8bn people in the world, at the end of the XX c. the number was 6bn and in 2016
7.3bn, which obviously influences the consumption of energy due to the increased demand for goods and
services. The same is true for the labor market, hence, industrial countries’ interest in cheap labor (e.g.
China, India etc.).

This drives the major states’ expansionist mood towards their neighboring countries: what they need is to
minimize their current expenditure, get the biggest profits, and eventually,secure their positions in the
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international market. Within the context of globalization, the biggest challenge for developing countries is
mobilization of available resources (human, natural, economic etc.), which is closely associated with the
land property. The payoff for the global economy is the land. On the face of it, the agreement is fair enough:
he who pays the piper, calls the tune.
First, land is a public property not of the state machinery whether well developed, developing, in a crisis,
or on the rise, the land is a resource which belongs to the generations as opposed to individuals. Therefore,
in terms of the macro-economy, it should not be wasted or exploited merely for immediate needs. Unbridled
sale of the land by the state pursuing quick profits in the long run results in unrecoverable losses.
Second, the value of the land translates into a product and makes it value added. As a result, the product
and land prices on the domestic market hike making land buyers pay more. In the end, the gap between
living standards in developing countries and those with slow economic growth, as well as the well-offs
(landowners) and the low income social groups depending on the former (workers) becomes wider. All in
all, it produces a higher differentiation index. History knows numerous cases like that. A poor state of the
economy is fraught with social and political crises, and certain national instability and insecurity. Even the
most efficient land use does not always bring welfare.
Third, availability of domestic resources boosts development and makes the system formidable. In the
theory of finances, there are terms “equity ratio” and “debt-to-equity ratio”, which mean the share of
proprietary funds fit for a simple and broader reproduction of the system. The “equity ratio” shows how
much the system depends on borrowings. The “equity ratio” relates to the own capital – the total capital
(assets) of the system: the smaller its value, the higher the system’s dependence on the borrowed sources
of financing, which makes its financial position less stable. The financial analysis of a state shows that in
order to be independent from outside factors, it has to have its own sufficient capital. Land as capital is a
state resource. Therefore, to be independent the state has to own a large share of the land, worth no less
than 60% of the total value of the land assets.

Financial Stability = The State’s own resources
The total assets (the value of the land)
With a financial stability index of no less than 0.6-0.7, a state is a stable system capable of reproduction
regardless of the status quo. Therefore, such a State (system):
● is relatively stable in terms of development;
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● is less vulnerable to outside stress;
● its development and planning can be forecasted more accurately;
● its smooth operation is more likely.

Fourth, sale of land does not always mean efficient use of its potential. The one who holds the title to it is
free in terms of its disposal, according to the applicable legislation. A landowner exploits land according to
available resources rather than the opportunities the land gives. “Not infrequently, exploitation of the land
and the possibility of its use in the nest interests of production is up to a single person’s good will” (Gossen).
Thus, there are but few options in terms of the most viable land use project. An instance thereof is residential
development in parks, or demolition of kindergartens and schools in order to set up hotels and restaurants.
The landowner is not always the one who exploits the acquired land in the most lucrative way.
Fifth, land utilization patterns differ by countries. Privatization is not the only answer. The reforms that
prove to be positive in a country may undermine the economy in another. The issue has to be dealt with on
a case-by-case basis, especially in countries vulnerable to external economic factors such as Georgia.
The territory of Georgia is not merely its land as the means of production, it is also a geopolitical factor in
terms of the global economy. Located on the crossroads between Europe and Asia, fit between the Caspian
and Black Seas, separated from Russia, its northern neighbor, by the Caucasian mountain range, it is the
focus of multiple interests. The issues below remain unresolved to this day:
● Abkhazia, which until 1993 had been controlled by Georgia, is now occupied by Russian troops.
As an independent state, Abkhazia has so far been recognized by Nicaragua, Venezuela, Nauru,
Vanuatu and the extremist organizations such as Hezbollah and Hamas;
● South Ossetia, occupied by Russia in 2008, still remains under Moscow’s control;
● continuing encroachment by Russian troops deeper into the Georgian territory;
● the Turkey-Russia Kars Treaty of 1921 under which Turkey agreed to concede its sovereignty
over Batumi sea port, the town of Batumi and the territory to the North on condition of: 1) broad
autonomy of the local population, freedom of religion and cultural identity for all the ethnic
groups and adoption of land law favorable to them; 2) duty and expenditure tax-free, unhampered
transit of Turkish goods via Batumi sea port. According to unofficial reports, in 2008, Ankara
was ready to deploy its troops to Batumi sea port, which highlights Georgia’s geopolitical
vulnerability because of the indefinitely concluded Kars treaty;
● Georgia-Azerbaijan border, 35% of which, namely the area surrounding the David Gareji
monastery complex, is disputed by Baku;
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● unstable relations between Armenia and Georgia due to the Armenian minority’s (Akhalkalaki
region) calls for granting the Armenian language the same status as Georgian. 95% of the region’s
population is Armenian.

As the map shows, there are quite a few territory-related fault lines in Georgia, which call for a thorough
analysis and an institutional solution. Obviously enough, the land is to become a cardinal issue, and the
long-term national strategy for it has to do with Georgia’s security and integrity. As stated above, Georgia
is the cross point of interests for several major states. Therefore, land management must not be dictated by
the market economy or immediate needs. In this respect, the biggest challenges Georgia faces is the
restoration of its territorial integrity, revision of the treaties with its neighboring states with respect to the
disputed issues, constitutionally determined changes to the rights of ethnic minorities, and tighter and
contract-based citizenship regulations.
Our survey showed that Georgian citizens view the land and its potential as an asset that should be
affordable to anyone. They all say that border territories still remain a hot issue. 95-98% of those surveyed
think that Georgian lands are being sold for an inappropriate price, and the process is not transparent and
insufficiently controlled by the state.
All those are complex issues, the resolutions of which are going to take many years. However, there are
some, which the state can tend to in the foreseeable future:

I. Introduction of project funding in the sale/lease of land.
What is crucial is that not only should its owner, but the public at large, benefit from the land on the territory
of the state. To this end, there should be a national target program for the preservation of agriculturally used
areas and prevention of their inappropriate use. Conditions favorable to an intensive reproduction and
enhancement of the land funds, as well as the formation of more advantageous proprietary relations should
be created. In this respect, the state can:
a) Introduced rental payments. In most countries dependent on natural resources, rental payments are
under the control of the state. A collected natural resource royalty may be channeled into Statesupported industries.
In Georgia, there is a law “On Dues for Exploitation of Natural Resources” applicable to the ones in the
territorial waters, space, continental shelf and the special economic zone, such as
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● a) the total minerals;
● b) the total forest resources (the bark);
● c) the total bark-free plants (including silver fir cones);
● d) the total water resources;
● e) the total fauna.

It should be said that the dues are very small, and thus, insufficient for reproduction of the mineral resources
and their more efficient exploitation in the future. Inappropriate exploitation of Georgia’s natural funds
leads to millions of lari unpaid into the National budget. By comparison, the industry-by-industry rental
payments in Norway range from 50 to 80%. Introduction of a similar taxation would replenish the Georgian
budget by millions of USD.
Those are long-term issues. However, there are some that the state can tackle now: term transfer of land to
persons engaged in production etc. activities favorable to both personal and national interests. An individual
with a well-developed draft project who cannot afford acquisition of land for certain activities may be
granted the right to implement the project if the authorities consider the scheme profitable from an economic
or social point of view. In this case, through a term-based transfer of land to an entrepreneur, the state
actually becomes the investor.
Regardless of the advantages of a capitalist economy, it aims at gaining profit rather than meeting the
requirements of the public. Private property is managed in a way to gain as much profit as possible. Private
property generates private interests. However, in any society there are social groups who actually have no
access to land due to their poor financial standing and are deprived of the opportunity to work. For instance,
England in XVI c. In his “Description of Britain” published in 1578, William Harisson says “the landlords
requested double, treble or sometimes sevenfold pay from the peasants for accessibility to their inheritance,
charged the copyholders large penalties or even deprived them of their holdings for minor offences.” Access
to land on the grounds of project funding is going to be in the interest of large social groups, can expand
and boost competition, and eventually stimulate economic growth. It will also form a solid ground for stateprivate sector partnership.
b) Access to land is going to be expedient to finding solution to the problems below:
achievement of higher living standards by creation of jobs and galvanization of
business activities.
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All in all, access to land and the entrepreneurial spirit are likely to translate into innovations. Interacting
within the market, manufacturers are going to employ all available resources with the ultimate goal of
gaining a competitive edge. All these will unquestionably influence the national banking system, which by
issuance of credits secured by R&D products, will support production potential of both the public and
private sectors.

II. The State’s right of veto the decisions on the assignment of property rights (including temporary),
which pose a latent threat to national security. The landowner’s activities, which directly or indirectly
creates an adverse effect on relations with neighboring countries should be vetoed. In this respect, land
tenure should be subjected to preliminary, current, and final monitoring by the relevant government
institutions. In Georgia, efficient land tenure is a cardinal issue. As of yet, there is no national economic
development strategy in place, with the efficient exploitation of resources as its core. There is no authority
assessing the efficiency of exploited land resources, nor are there any well-defined criteria on efficient land
use. Motivated by the quick profit from the sale of land to investors, the state actually sells prospects in
terms of the most efficient use of the valuable resource.
The Property Management Agency of Georgia has no guidelines on the evaluation of efficient use of the
national lands. There have been a number of instances of both local and foreign investor companies’
rapacious attitude towards the land. Today, Georgia is facing the threat of depletion of its mineral resources
due to their misuse. For the sake of profiteering, the businesses care but little about reproduction. Thinking
of themselves as merely taxpayers and frenetically exploiting resources, the companies do not employ
machinery as efficiently as possible. They operate the equipment at capacity limit, and do not care about
development or reproduction of the resources.
The market relations in Georgia have affected reproduction of mineral resources as shown below:
1. suspension of the national geology service, resulting in a dramatic slump in geological surveys;
2. drastic cuts in funding reproduction of mineral resources;
3. long-standing intensive exploitation has affected the quality of mineral deposits. In recent decades,
a quarter of the boreholes have been at a stand-still or conserved;
4. the scope of prospect boring has shrunk to the extent that it poses a threat to the industry as such.
Inefficient management of land in Georgia is evident in the energy sector, agriculture, and wood processing
industry. By comparison, in the USA where 1/3 of land is federal property, there are agencies monitoring a
wide range of issues, such as land use or environmental pollution. 93.5% of federal lands are administered
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by four major agencies: Forest Service, Bureau of Land Management, Fish and Wildlife Service, and
National Park Service {5}.

III. A long-term lease of land, which looks to be a good alternative to its sale is gaining ground in Georgia.
The legislation provides for the lease of land to both citizens and foreigners. Boosting the land fund through
innovative means of its use, upgrading the quality of the resource, and a more efficient utilization of the
leased land, should be governed by the relevant policy. Lease of land should be profitable to both the state
and the lessee. In this respect, state-private sector contractual relations would be a good idea.

IV. The contract system would regulate macro and microeconomic relations. A contract contains
regulations, which define the rights and obligations of two or more parties and make it possible to control
their fulfillment{6}. Breach of the terms of a contract results in sanctions specified in the document. The
contract system, widespread in the West, would support the state-private sector partnership and, eventually,
solve some acute problems. The contract economy involves the “game rules” defining obligations of each
of the parties to the contract. By leasing land, the lessee imposes certain obligations upon the state:
1. long-term crediting of the investment projects;
2. project funding;
3. low interest lending of the projects with intensive production factors;
4. support of international competitiveness of the local manufacturers;
5. leasing;
6. showing advantages of business activities in hard currency (most foreign companies use USD);
7. favorable customs regulations;
8.

flexible taxation system (to the extent of tax exemption at the initial stage of a project);

9. more streamlined licensing of the relevant industries;
10. government orders;
11. support to the socially responsible industries rather than profit focused.
Fulfillment of the above obligations secures sustainable development and favorable working conditions to
the private sector. As for the state, it safeguards both the sustainable development of economy and national
security.
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V. A draft product sharing project may be of high interest to business circles. Granting an entrepreneur
the right to land use in exchange for a share of its yield has quite a few advantages. For instance, by leasing
out a land for agricultural use, a manufacturer may give the state a share of the harvested produce, which
may be supplied either to the local or international markets, channeled to the allied industries or employed
in a way to benefit kindergartens, schools, orphanages, hospitals etc. The parties to the product sharing
agreement are the state, the owner of the resources, and the private sector investing in the land. This kind
of an agreement is concluded in over 120 countries, such as the UK, Norway, the USA, Australia, France,
Italy, Germany, and others. Support for the national economy must be the top priority of the state giving a
green light to foreign companies intending to exploit its land. The recommendations below should be
expedient in terms of securing the national economic and social interests:
1. engagement with the local workforce and staff training;
2. introduction of hi-tech equipment;
3. employment of local production materials etc.
All the above obligations should be taken into account in sharing the produce. Georgia should take a leaf
out of China’s book and highlight employment of hi-technology in their contracts. The same is true for
engagement of the local labor and its training.
Depending on certain sectors, product sharing differs by countries. The same may be agreed upon by the
contracting parties. For instance, in Libya the state takes a larger share, but exempts an investor from
income tax and royalties. A different pattern may be applied in Georgia. What matters is the realization by
authorities of efficiency of product sharing.
Here are the key points underlying the publication:
The land is crucial to the State’s position in terms of its economic and social stability. It is a strategic
resource leveraging its security and integrity. Efficiency of a system is directly connected to the efficient
utilization of available resources. Liberalization and sale of national resources is not the only answer. The
desire for a quick profit should not be detrimental to the national interests. Land belongs to people,
therefore, it should be provided to those who can best utilize it. Sustainable economic growth relies on
viable land policy. We believe that the introduction of contracting on product sharing in Georgia can boost
the national economy. Project funding is no less important. Appropriate use of land is going to be beneficial
to national industry, innovations, investment, vitalization of the labor market, and the efficiency of the labor
force. Local and foreign investments do not necessarily mean loss of territories. It is not about
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nationalization of the land but developing policy that harmonizes private and national interests. Doing
things at sixes and sevens leads to nowhere.
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Abstract: Clusters are a striking feature of virtually every national, regional, state, and even metropolitan
economy, especially in more economically advanced nations. Clusters emerge when a network of
companies coexist within a single geographic location, allowing each of them to collaborate, and compete,
in a way which delivers greater productivity gains than they would achieve in isolation. Clusters attract
innovative people. They network, leading to the cross pollination of ideas. The sharing of knowledge, the
spillover effects of innovation, and the networking that densely populated spaces enable are all key
ingredients for startup success.
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Introduction
Today’s economic map of the world is dominated by clusters, critical masses of unusually competitive
success in a particular field in one geographic area. Silicon Valley and Hollywood may be the world’s bestknown clusters. However, clusters are not rare, they are fairly commonplace, and therein lies a paradox:
the enduring competitive advantages in a global economy lie increasingly in localized knowledge,
relationships, and motivations, that distant rivals cannot match.
Considering the definitions for cluster and clustering as concepts have been put forward by various scholars,
one could say that clusters are generally understood in terms of geographical proximity, concentration, and
networks. The origins of such concepts date back to Alfred Marshall’s studies on industrial regions in the
1920s. Following Marshall’s work, these concepts again came into prominence in the 1970s with the
emerging industrial regions of Northeastern Italy. It was Michael E. Porter who brought the concept of
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clustering into prominent status in literature. Today, Silicon Valley in the United States, automotive
clustering in Germany and leather clustering in Italy, are some of the most renowned examples of regional
clustering throughout world. However, owing to recent technological developments and emerging higher
ratios of added value, nations have become motivated to build techno cities which can be described as
information-clusters. Leading examples of this kind of cluster, which produce the highest level of added
value, include Silicon Valley, the Finnish Information Cluster, and the South Korean Information Cluster.
A UNESCO (United Nations Education Scientific Cultural Organization) study suggests that there are 400
internationally-accepted techno cities throughout world. According to this study, the United States ranks
first having more than 150 internationally-accepted techno cities, while Japan ranks second by having 111,
and China the third by having roughly one hundred.
Nowadays the interest in the cluster approach is in many respects associated with the works of Michael
Porter (Porter, 2006) who defines clusters as a geographically proximate group of interconnected companies
and associated institutions in a particular field, linked by commonalities and complementarities. Porter
singles out several functions of clusters in the economic development of every country:
●

Clusters are critical engines in the structure of the national and regional economies. The prosperity
of the region depends on the significant positions in a certain number of the competitive clusters.

●

Clusters may determine the fundamental tasks that drive national and regional business activity:
clusters to a significant extent correspond with the nature of competition and microeconomic factors
that influence competitive advantages.

●

Clusters provide a new mode of thought in the economic sphere and the efforts to structurally
develop.

Clusters force the interchange of the roles of private businesses, the government, trade associations, and
educational and research institutions in the context of economic development, and impel the specification
of common opportunities, not merely general problems of firms and companies with various patterns of
ownership.

Main text
Modern competition is dependant on productivity, not on access to inputs or the scale of individual
enterprises. Productivity rests on how companies compete, not on the particular fields they compete in.
Companies can be highly productive in any industry (shoes, agriculture, or semiconductors) if they employ
sophisticated methods, use advanced technology, and offer unique products and services. All industries can
employ advanced technology and all industries can be knowledge intensive.
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The sophistication with which companies compete in a particular location; however, is strongly influenced
by the quality of the local business environment. Companies cannot employ advanced logistical techniques
without a high-quality transportation infrastructure for example, nor can companies effectively compete in
sophisticated service sectors without well-educated employees. Businesses cannot operate efficiently under
onerous regulatory red tape or under a court system that fails to resolve disputes quickly and fairly. Some
aspects of the business environment, such as the legal system, or corporate tax rates, affect all industries.
However, in advanced economies the more decisive aspects of the business environment are often cluster
specific; these constitute some of the most important microeconomic foundations of competition.
Clusters affect competition in three broad ways: first, by increasing the productivity of companies based in
the area; second, by driving the direction and pace of innovation, which underpins future growth of
productivity; and third, by stimulating the formation of new businesses, which expands and strengthens the
cluster itself. A cluster allows each member to benefit as though it had greater scale or as if it had joined
formally with others, without requiring it to sacrifice its flexibility.
The concept of a cluster is a concentration of innovative-active organizations of a state. The innovative
activity counts the practical focus of firms on innovative development which, in turn, is understood as the
continuous improvement of competitive advantages due to different types of innovations, namely:
technological, organizational, and marketing. (Arzhakov and Silnov, 2016).
While on the subject of innovation cluster infrastructure, it is noteworthy that the originality of a new
business forms in a sphere that is conditioned by the necessity for a combination of active competition with
partnership relations and individual creativity. The new forms a business can take from such interactions
are various types of business associations and intercompany alliances, starting first with short-term
agreements then to first-rate financial industrial groups. In market economies with strong state interference,
associations are an important factor in determining the prospective for long-term economic development.
Such associations often have agreements with trade unions and the state that contributes to their efficiency.
The R&D centers within such associations solve the problems of principally new economic developments
bound with the formation of new technological structures (Burtenshaw, 2006).
Innovation is often associated with triumphant lone inventors. The likes of Thomas Edison, Louis Pasteur,
or Bill Gates are the central characters in this narrative, but all innovators spring out of a specific context.
The environments that foster their individual and collective success are very often ‘innovation clusters’;
ecosystems that stimulate and nurture the best ideas and attract the brightest talents.
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Clusters attract innovative people. They network, leading to the cross pollination of ideas. Companies
benefit from each other’s success: What one invents, rivals can access, (like a productivity boosting tool
like Dropbox) and what one firm invents, others can build on. Think of the ‘sharing economy’, led by
trailblazers Uber and Airbnb, which in turn have given rise to an army of startups taking the same idea to
new applications. The sharing of knowledge, the spillover effects of innovation and the networking that
densely populated spaces enable are all key ingredients for startup success.
Yet, for all their benefits innovation clusters are not straightforward to build, and many do not last, even
with the ‘magic ingredients’ seemingly there. To prosper, clusters need six key success factors: skills and
talent, accommodating policy frameworks, infrastructure, low costs (especially in the early stages), a good
lifestyle offering to draw talent, and finally good luck, whether geography (proximity to key markets),
historical accidents or even good fortune.

The ‘Big Six’ success factors (The Economist, 2016)

These six factors are necessary conditions, although they are not always sufficient. Many places in the
world lay claim to these six, but never give rise to a successful cluster. These factors are best seen as the
necessary conditions for clusters, but not on their own a silver bullet. A cluster’s success depends both on
the individual factors as well as the interplay between them. Quality universities are of little use if there is
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no connectivity with industry. A high standard of living is not helpful if immigration policies prevent global
talent from moving to that cluster.

Conclusion
Innovation clusters have a greater ability to innovate due to the following key advantages:
1. Unlike traditional industrial innovation, clusters represent a system of close relationships not only
between companies, their suppliers, and customers, but also to institutions of knowledge, including
research centers, universities, and scientific research institutes. As a generator of new knowledge
and innovation, they foster a high level of competitiveness. The innovation process includes
suppliers and consumers, as well as companies from other industries, and as a result of inter-firm
cooperation R&D costs are reduced.
2. Subjects of companies, participants of the innovation cluster, especially SMEs, are able to more
accurately and more quickly respond to customer needs. Participants cluster to facilitate access to
new technologies being used in various other areas of economic activity.
3. Cluster structures create positive effects not only for the cluster association and its members, but
also for their home regions: a rise in employment, the growth of wages and profits, intensification
of entrepreneurial activity, etc. (Press, 2006). Cluster structures provide economic growth for the
region as a whole, not just for cluster members, improving the welfare of the entire population, and
accelerating regional scientific and technological progresses, thereby improving the regional
innovation system.
4. The subjects of the firm in the cluster are under intense competitive pressure, which is exacerbated
by the constant comparison of their own business activities with those of similar companies.
5. The ability to coordinate efforts and financial resources to create new products and technologies,
and output them to the market. Within the cluster, it is possible to align supply chains, from product
creation, to its production, and finally to market.
6. The establishment within innovation clusters mainly of export-oriented products and technologies,
i.e. intra-cluster competitive advantages, are significant on an international scale.
7. State participation in the formation of cluster strategies. If the initial clusters are formed only
through the “invisible hand of the market”, especially when upgrading TNCs in recent years, many
governments began to “grow” their own initiative in the framework of public-private partnership,
giving this process tangible material and moral assistance.
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8. Creating a sustainable distribution system of new technologies, knowledge, products, and so-called
technological network, which are based on a joint scientific base.
9. The ability to carry out internal specialization and standardization, minimizing the cost of
innovation.
10. The presence of a system of innovation clusters with flexible business structures, and small
businesses, competing in the production of creative ideas that allow for groups of innovative points
of growth in the regional economy.
11. Regional and local clusters of small firms provide a high degree of specialization in servicing a
particular business niche, because it provides access to capital for industrial enterprises, an active
exchange of ideas and knowledge transfer from scientists to businessmen, and other resources.
(Vladimir V. , 2016)

Leaders of many countries and regions have directed their efforts to build innovation clusters on their
territory. At the same time, the cluster approach fundamentally changes the structure of state industrial and
innovation policy. The efforts of national governments are not directed to support some enterprises and
industries of the economy, but to form the relationships between suppliers and customers, end-consumers
and producers, producers and state institutions.
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Abstract: The following article analyses the influence of small and medium-sized enterprises on the
employment of Georgian people, and the tendencies of employment in small and medium-sized enterprises
have been focused on. The research results suggest that the potential of small and medium-sized enterprises
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Introduction
The role of small and medium-sized enterprises in an economy is distinguished by its important socioeconomic function in a society. It helps increase the employment rate, while consequently increasing
incomes and improving living standards. At the same time it creates a more competitive market
environment.
The development of small and medium-sized enterprises is a prospective trend for the Georgian economy.
The experience of developed countries shows that an important part of GDP is created by small and
medium-sized enterprises and a significant number of the population is employed by these entities.

Current Figures
Today’s economy is comprised of a combination of various size enterprises. Scientific and technological
progress influences the concentration of manufacturing and accordingly influences the company’s growth.
Big companies possess great material, financial and, labour resources. They are able to make scientific and
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technological research which ultimately conditions technological progress. On the other hand, small and
medium-sized enterprises have experienced significant growth in the past several years especially in
industries which do not need large capital, facilities, and workforce for development. The number of small
and medium-sized businesses is especially high in businesses focusing on producing consumer goods and
services.
As a rule, the effective functioning of small and medium-sized businesses is determined by the advantages
it generally has. These advantages are meeting the customer needs, adaptation to the domestic market,
producing in small amounts and numbers (a baffling concept for large companies), and the non-existence
of bureaucratic management links.
The factors that enhance small and medium-sized enterprises are differentiation and individualization of
demands in the production sphere and self-consumption. The development of small business contributes to
economic recovery since it develops market competition, helps create additional new workplaces,
stimulates structural changes, and further expands the consumer marketplace. At the same time, the
development of small and medium businesses makes the market become saturated with consumer goods
and services, increases potential exports, and encourages effective utilization of local resources.
In spite of the above-stated facts, an analysis of small and medium-sized enterprises reveals that their role
in the development of the economy is too conservative. More concretely, the share of production from small
and medium-sized businesses was only 19.6% of all local production in Georgia in 2015, while their share
of all employees was 43.1% (National Statistics Office of Georgia, 2016). These numbers have increased
dramatically in 2016 to shares 58.4% of production and 67.4% of all employees (National Statistics Office
of Georgia, 2017).
In the 1990s the transformation from the administrative planned economy to a market-based economy, and
the decline of existing agricultural links greatly influenced the drop in the employment rate. The
development of post-Soviet Georgia can be divided into two stages. First, 1990-2005 when the number of
the people employed fell by almost one million, i.e. 36.9 %. The second stage is 2005-2016 when the
number of employed people became more stable. Though, I would like to mention that, in general, the
development tendencies in production are different from employment tendencies in the country as a whole.
For example, during 2005-2015 there was a slight rise in the total employment rate (2%), whilst the number
of those employed increased by 1.6%, i.e. 627.7 thousand people out of which 43.1 % were employed in
small and medium-sized enterprises. The employment rate is especially high in these industries: the
employment rate rose 3 times in the hotel and restaurant industry; the trade/repair work industry (repairing
cars, household items and possessions) rose 2.6 times; the property, leasing and customer service sector
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increased by 2.5 times; the agriculture, hunting, and forestry industry rose 2.5 times; the processing
industry 1.4 times; the fishing industry 2.7 times, and finally the construction business increased 1.8 times
(Toria M. 2016).
The highest employment rate increase was the for hotel and restaurant sector due to the fast development
of the tourist industry in Georgia. This has become one of the economic priorities for the country’s future
development. At the same time it is noteworthy that 63.6 % of those employed in this sphere work for small
and medium-sized businesses. The employment rate in small and medium-sized enterprises is also high in
the following spheres: property related operations, leasing and customer services at 67%; fishing at 68.4
%; trading, repair work of cars, consumer goods, and possessions at 47.1%; and the construction business
at 45%.
As we can see the increase of the employment rate in manufacturing services is mainly due to small and
medium enterprises. Despite this, the share of small and medium businesses is not that high. For example,
out of all the manufacturing production in Georgia, only 19.6 % comes from small and medium-sized
enterprises. This figure is significantly differentiated in various industries. As for expanding markets like
hotel and restaurant businesses, the entire share of small and medium businesses is 43.4% of the total, which
is the highest figure in comparison with other sectors. Small and medium-sized enterprises have the lowest
share in the spheres of transport, communication services, and processing manufacturing.
The regional distribution of employment is definitely worth mentioning. The southern region of SamtskheJavakheti has a high share of those employed in small and medium-sized enterprises at 68.9%, Kakheti has
66.6%, and Shida Kartli with 62.8%. Tbilisi on the other hand has 64.5% of employees working in big
enterprises. We see a similar tendency in Kvemo Kartli where 52.4% are employed in large enterprises.
Except Tbilisi and Kvemo Kartli, for all regions in the country the people employed in small and medium
businesses outnumber the people working in large enterprises.
When we analyze employment in the manufacturing sector independently, the following tendencies can be
discerned: the majority of people employed in big as well as in small and medium-sized enterprises live in
Tbilisi. The explanation for this is that a considerable number of the employable population (as well as the
country more generally) are concentrated in Tbilisi. Moreover, the cases of people arriving from the regions
in search of long-term employment and even temporary jobs is quite common. As a result, 56.7% of the
people employed in medium-sized businesses and 42.9% employed in small businesses work in Tbilisi.
Only 11.3% of the country’s workforce employed in small businesses live in Adjara, 10.8% in Imereti,
7.3% in Kvemo Kartli, 6.1% in Samegrelo-Zemo Svaneti, and 4.9% in Kakheti.
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The high concentration of the workforce in the capital is conditioned by the low speed of creating new
vacancies and economical activities. According to human capital theory, people from low-paid and
relatively underdeveloped regions move to relatively developed and well-paid regions. The analysis of the
statistical data supports this kind of pattern. For example, by 2015 the highest average monthly salaries
were earned in Tbilisi. This tendency has remained unchanged in the past decades. The average monthly
salary in small enterprises located in Tbilisi is 24.9% higher than that of country’s average and is 2.3 times
more than the figure in Kakheti region, 2.2 times more than that of Shida Kartli, 2.1 times more than the
figure in Samtskhe-Javakheti, 1.9 times more than Samegrelo-Zemo Svaneti, and 1.8 and 2.5 times in the
regions of Imereti and Guria respectively. (Toria M., 2016).
It should be highlighted that the bigger the enterprise the higher the average monthly salary. In other words,
the average monthly income is higher in medium-sized enterprises than in small ones and much lower than
in big enterprises.
In spite of the fact that unemployment problems are also acute in Tbilisi, regional differences in
remuneration packages, employability, and possibilities to use self-professional potential have driven the
workforce to move from regions to the capital. The situation can be explained by the Todaro Migration
Model in which one vacancy in the city motivates 3-4 people from the districts to move to the city to occupy
that vacant position. The then situation is that the problems related to employment worsen both in rural and
urban areas. This phenomenon is referred to as the Todaro Model Paradox (Todaro M.P. 1969).
Due to the above-mentioned economic processes, the number of economically active people has
significantly declined in the last 30 years. The scale of migration of the workforce has also increased. The
strategy for development of small and medium-sized business in Georgia aims at solving this problem. The
development of the private sector and promoting small and medium-sized enterprises are one of the
economic policy priorities of the Georgian government. Accordingly, uncovering and understanding
regional peculiarities of the development of small and medium-sized enterprises is decisively important.
Development of small and medium-sized enterprises has to support the economic growth in the regions and
improve the social-economic condition of the population. Though the situation is not in fact enviable. The
results of the analysis confirm that in the manufacturing sector in Georgia, Tbilisi occupies the leading
position both in small as well as in medium-sized businesses. 59.1% of the production of medium-sized
enterprises and 57.3% of that in small ones is produced in Tbilisi whilst this figure is much lower in the
regions. For example, throughout the country the share is significantly lower with small business production
in the Autonomous Republic of Adjara is 11.6%, Imereti 8.9%, 5.4% in Kvemo Kartli, 4.8% in Samegrelo-
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Zemo Svaneti, and 3.4 % in Kakheti. The lowest figure are in Samtskhe-Javakheti at 1.9 %, MtskhetaMtianeti with 1.7%, and Guria with 1.2%.
In order to enhance small and medium-sized business development in regions and improve living
conditions, it is necessary to implement state regulatory measures which can maintain the increase in the
employment rate. In times of economic crisis the country has to take on the responsibility of stimulating
economic activity. This does not contradict the fundamental aims of the transitional period such as the
formation of a market economy as “economic liberalization means taking those measures which aim at
creating markets as well as their regulations” (Barr, 1997).
The economic situation in the transitional period of the country shows that these enterprises being unable
to adapt in fluid conditions are most dramatically affected during an economic crisis. It turns out that
reduction in production causes staff redundancy, though, at the beginning redundancy rates can be slower
than the fall in the production. This is a temporary situation due to crises and it is inevitable to avoid the
threat of redundancy.
The situation in Georgia, and especially the income levels of the population and differentiation, can be
characterized by certain specificities and are significantly different from the income structures in countries
with a relatively developed infrastructure. For example, people who are employed in the trade sector and
banking system have relatively high incomes, as well as high ranking public officers who can use state
money for their own interests whilst the income of those people who really make material wealth or those
whose work depends on social-economic or scientific-technical progress, have much lower incomes than
those above-mentioned people.
Consequently, among the problems in the development of small and medium-sized enterprises, deciding on
the correct priority of economic policy is decisively important. At the same time development of the
manufacturing culture, practices, and management skills of small and medium-sized businesses are
essential.

Conclusions
Based on what has been stated above, it is possible to conclude that in order to enhance small and mediumsized enterprises there should be certain state policies adopted which are oriented towards financial,
educational, or other types of support for this sphere. Only after these measures are implemented will it be
possible for small and medium-sized enterprises to have a significant influence on the employment rate and
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improvement of social-economic conditions. The current development level of small and medium-sized
businesses cannot provide enough employment to those who lost their jobs due to the structural changes in
the country.
Definite attention should be paid on stimulating the development of small and medium-sized businesses in
the regions of Georgia. This will contribute to an increase of employment, settling down the local
population, a reduction of inner and outer-migration, and effective use of labour potential in the country.
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Abstract: This paper studies the dynamic market of car engine oil in Georgia and the role of consumer
behavior divided into different segments and behavioral groups trying to reach either security or a
sustainable/rational choice. The main focus we take is on sequencing awareness of car drivers, towards
the countries producing motor oil. The choice itself is an important issue in marketing. To determine the
attitudes of Georgian consumers towards engine oil brands, and especially towards their countries of
origin, we conducted a marketing research. Caucasus International University and its Marketing Research
Center helped us to gather relevant data to define the main questions utilized in the marketing research.
After this research hypotheses were identified and we conducted quantitative marketing research divided
into three stages: (a) we interviewed non-professional drivers about their choice and preference of engine
oil; (b) we interviewed professional drivers to understand their choice of engine oil; and (c) we went and
deeply interviewed automobile centers and their oil change specialists to understand what countries’ oil
people wanted and preferred when they go to a car center to receive an oil change. In addition, we analyzed
information from the Georgian Customs Department about what kinds of motor oils were imported into the
country. The research revealed information regarding levels of consumers' interest, and awareness and
perception of engine oil. In the paper we have described what kinds of factors impact customers of engine
oil, and how well Georgian drivers are secured.
Keywords: market of engine oil in Georgia, Marketing research, consumer behavior, awareness
JEL Classification: M3
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Introduction
It should be emphasized that Georgia does not produce motor oil and all motor oil is imported. Engine oil,
sometimes referred to as motor oil, has also been described more technically as lubricant. Lubricants were
one of the most necessary products even in ancient times. The utilization of oil as a lubricant was the idea
of Dr. John Ellis, who founded the oil refining company Valvoline. While originally looking into medical
uses, Dr. Ellis found that this product could be used in other ways, namely in motors as a liquid with the
ability to save engines from the worst effects of overheating.
According many different studies engine oil has four main functions:
-

First, the motor oil must lubricate engine details, allowing them to pass one another without
significant loss of power. While the engine is running, motor oil has to create special films between
moving parts, making them “slippery” and increasing the performance and efficiency of the engine.

-

Second, motor oil must protect. The film created between the metal surfaces does more than just
lubricate. It keeps engine components from coming in contact with each other, which provides
protection against wear. Beside this, motor oil also protects the vehicle’s engine and its components
from corrosion. Engine oils are designed to combat the acids produced during the process of
oxidation.

-

Third, it cleanses. If an engine cannot clean itself, then it cannot work efficiently.

-

Fourth, motor oil is responsible for a large percentage of the cooling. The car’s radiator is only
responsible for cooling the upper part of the engine. The rest is cooled mainly by the motor oil
within the engine (motorbible, 2018).

Do customers know much about above mentioned functions of motor oil? On average, lubricating oils,
which quantitatively account for about 90% of lubricant consumption, consist of about 93% base oils and
7% chemical additives and other components (between 0.5 and 40 %). Lubricants today are classified into
two major groups: automotive lubricants and industrial lubricants. 37.4 million tons of lubricants were
consumed worldwide from this amount 53 % were automotive lubricants (Mang, 2007).

Research Methodology and hypotheses
Qualitative and quantitative methods were utilized to accomplish the objectives of the study. We also
analyzed statistical data from the Customs Department of Georgia concerning motor oil importation. The
study consisted of four steps:
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1. For the first step (review of the literature) we gathered and analyzed not only secondary data but
also media monitoring of this topic in Georgia together with Georgian European Marketing
association. Through media monitoring we gathered all audio, video, written, and officially stated
ideas about the development of the motor oil market in Georgia.
2. In the second step we obtained information from the Customs Department of Georgia and analyzed
data from three years of motor oil importation to Georgia. These analyzes allowed us to understand
how different segments are growing within the Georgian motor oil market.
3. The third step consisted of field marketing research and interviewers with either drivers or
servicemen at service centers in Tbilisi, the capital of Georgia.
4. For the fourth step two focus groups were selected. The focus groups were made up of 14 people.
Half of participants were drivers and half servicemen. The discussion was conducted by the well
trained moderator, to analyze consumer behavior and marketing principles.
After these steps we decided on our main hypotheses for the research:
-

H1: Non-professional drivers have little awareness of the functions of motor oil.

-

H2: The price of a car positively impacts non-professional divers’ the perceptions of a motor oil
brand and its country of origin.

-

H3: Some information or education increases the likelihood of drivers to choose the proper motor
oil for their cars.

-

H4: Country of origin positively impacts the decision of consumers to purchase a particular brand.

Georgian market and its Importers of Motor Oil according country of origin
Georgia itself does not manufacture motor oil and almost all motor oil is imported from outside of Georgia.
Until 2014 the largest share of the motor oil market was occupied by Iranian brands, but over time the
situation has drastically changed. As we can see in table 1, by 2017 German brands held largest share of
the Georgian motor oil market.

Table 1: Georgian Motor Oil Market in 2017 (source: customs department)
Exporting Countries

Amount in Kilograms

Amount in USD

Germany

1697860.56

4196998.6

Turkey

1842642.79

3554663.6

Russia

2600030.12

2679417.4

825105.4

1788532.7

347525.46

1003849.1

Netherlands
Belgium
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Ukraine

639108.61

864433.5

Poland

507610.62

838911.3

Bulgaria

155282.93

501556

Romania

140765.64

444689.5

Lithuania

281245.64

421843.7

France

144830.21

369304.4

United Arab Emirates

262202.91

339592.5

United States

194974.33

320657.7

Japan

58832.92

255031.9

United Kingdom

84695.61

240179.9

Iran

378816

224107.6

Italy

66755.73

206269.2

Spain

76051.1

190313.3

South Korea

74104.2

133753.6

Singapore

45773.79

131720.75

Belarus

70182.87

95167.1

21638

84413.1

Albania

52221.5

66510.7

Czech Republic

27780.6

49991.29

15049.68

41809.3

Azerbaijan

21880.6

33722.2

Israel

14192.8

24295.4

11097.55

21820.31

China

3632.6

16048.6

Switzerland

8115.8

15314.1

500

3990

Finland

229.65

1544.6

Austria

167.19

1367.4

12

336.7

10.1

278.4

24

146.2

17.55

130.49

Hong Kong

Malta

Greece

India

Oman
Slovakia
Canada
Kazakhstan

As Figure 1 demonstrates, the motor oil market of Georgia most recently is dominated by European brands,
most notably Germany, Turkey, Russia, Netherlands, and Belgium.
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Figure 1: Motor oil brand share by country of origin in Georgia

As we can see in Table 2, Iran as a producer of motor oil, in 2016 still holds sixth place in the market of
imported lubricants. We can say that 2016 was a turning point for Georgian motor oil customer purchasing
behavior. Customers who had been historically driven by low prices in the selection of motor oil, partly
changed their purchasing habits by 2016.

Table 2: Imported Motor Oil by Country in 2016
Country

Amount in Georgian Market USD

Germany

4287393.6

Turkey

3866660.76

Russia

3035260.78

Netherlands

1340601.61

Poland

789917.38

Iran

694374.35

Ukraine

612215.81

Lithuania

559539.28

Belgium

491770.57

Bulgaria

486247.3

Romania

416256.11

United Arab Emirates

304117.47

Italy

296604.48

France

279276.18

United Kingdom

276070.08

93

South Korea

196265.69

Greece

181443.71

Spain

137445.47

United Kingdom

134025.4

Japan

133008.59

Belarus

131602.83

Singapore

111361.53

India

61083

United States

57874.45

Czech Republic

38467.76

Latvia

8693.08

Switzerland

6922.85

Sweden

5160.58

China

1621.76

Turkmenistan

524.32

Austria

223.25

Slovenia

175.11

Hong Kong

103.03

Azerbaijan

30.92

Figure 2: Shares of the motor oil market based on country of origin in 2016

The market shares of different countries in the Georgian market (See figure 2) show that consumer behavior
in the country is changing, and some motor oil customers have begun to use more western oils. The number
of choices has also grown.
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If the motor oil market in 2016 was 1892339.41 USD and rose to 19162721.2 USD in 2017. The share of
some countries in this market dropped drastically during this period. For example, Iran and its motor oil
market segment significantly declined.
Table 3: Importing motor oil brands declining and growing country of origin markets

Exporting Country

2017 Amount
in USD

2016 Amount
in USD

2015 Amount
in USD

Turkey

3554663.6

3866660.76

3391336.15

Russia

2679417.4

3035260.78

2320884.37

Netherlands

1788532.7

1340601.61

1377406.2

Belgium

1003849.1

491770.57

660651.79

Ukraine

864433.5

612215.81

702988.81

Poland

838911.3

789917.38

846688.52

France

369304.4

279276.18

337402.88

United Arab Emirates

339529.5

304117.47

302649.68

United States

320657.7

57874.45

498591.56

Japan

255031.9

133008.59

239703.81

United Kingdom

240179.9

276070.08

153013.71

Iran

224107.6

694374.35

1923808.92

Italy

206269.2

296604.48

256154.17

Spain

190313.3

137445.47

226122.19

Figure 3: The declining share of Iranian motor oil brands in comparison to Turkish brands

As table 4 and figure 4 illustrate, the fast decline in low priced motor oil from Iran suggests a change in
consumer attitudes in Georgia towards oil brands’ country of origin.
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Primary research and its results
After secondary research of the motor oil market we took the following steps: (a) we interviewed nonprofessional drivers about their choice of engine oil and their preferences; (b) we then interviewed
professional car drivers to understand their choice to engine oil; (c) we went and interviewed car service
centers and their specialists in-depth about oil changes, to understand what people want and prefer when
they go to car center to change engine oil. Besides this we analyzed the information from the Customs
Department of Georgia. What kind of oils were imported in the country? The research provided data in
areas such as levels of consumers' interest, and awareness and perception of engine oil. The research group
conducted the primary interviews with prospective customers of motor oil at petroleum filling stations, over
the telephone, and in the service centers where motor oil is replaced. All these interviews had one goal, to
understand what motivated customers to choose between low price and less quality, or high price and more
quality in motor oil brands. The respondents were invited to focus group interviews where they tried to
explain their motivations and preferences towards this much needed product. We also tried to analyze their
purchasing behavior and future developments.

Research Results
The investigation revealed that Georgian consumers have changed their attitudes and some motivating
factors in regards to motor oil brands imported into Georgia. While in 2014 the leading motor oil producers
were from Iran, in 2017, 2016, and 2015 the most appreciated motor oil brands came from Germany,
Turkey, and Russia. Some newcomers to the Georgian motor oil market have made some sustainable
developments, especially motor oil brands from The Netherlands and USA. Because of the high price of
western motor oil brands, they had smaller market shares in past, but in the last three years their share has
steadily increased. This also shows that quality is a growing motivator of customer choices. The research
also shows that customers are only informed about a third of the functions of motor oil. The respondents
also revealed that positive attitude trends towards quality motor oil is influenced by how high a car’s price
is and when a car is used as a private attribute for amateur drivers. This study also found that 36% of the
motor oil consumers have particular views about high quality motor oils, but the level of interest, awareness,
and perception of quality utilization is rather low amongst non-professional drivers.

Conclusions
According to consumers’ behavior, Georgian motor oil customers step by step have overcome the
motivation towards purchasing cheaper motor oil products and switched to western motor oil brands. When
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choosing lubricant country of origin is a real stimulator of customers’ perception of quality. That means
that country of origin labels like ‘Made in Germany’, ‘Made in the USA’, or ‘Made in Netherlands’, plays
a significant role in customer perception. Besides German motor oil hegemony in the Georgian market, we
can also find Turkish motor oil products as well as Russian. According to the research Iranian market share
has been replaced by Turkish and Russian motor oil brands. The rise of the Netherlands and USA among
the main players in this market strengthens our confidence that Georgian drivers are motivated by the
country of origin which is associated with quality.
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