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Zurab Garakanidze, Georgia

GEORGIA’S TECHNOCRATIC RISK ANALYSIS TO ENSURE ITS
ECONOMIC SECURITY

SUMMARY

The technocratic analysis of economic security indicators objectively excludes
any politically motivated or subjective decision. Such an analysis is based on the
existing macroeconomic interests in the National Security Concept, in the Country
Budget, and is comparable to the Marginal Indicators established by the expert
surveys. It pays attention, for example, not just to how much of the universal
healthcare or other subsistence programs are subsidized by the left, right, or centric
political doctrines, but established on the comparison of actual and marginal
indicators, determined by non-politically motivated technocrats earlier.

Introduction

The Modern Economic Security theory allows of usage in post-soviet countries
"the risk oriented model” which can be successfully developed in case of so-called
Technocratic (non-political) model of the government; It is the country’s existing
socio-economic risks’ analysis and prevention policy.

Management of the economy with a politically neutral system simply
determines risk probability and impact matrix. The essence of the model based on the
expert (technocratic) research-based "threshold basic, catalyst™ and the same "actual”
indicators. It's a periodical comparison of the budgetary and other marginal economic
indicators with the actual ones. Such a technocratic analysis of the security threats
excludes any politically motivated, i.e. subjective decisions. Such an analysis based
on the comparison of existing macroeconomic basic and catalyst indicators written in
the country’s Budget and Conceptual national security documents, and taken from the
expert established - threshold indicators, with the same actual indicators for the
concrete period of time.

Risk analysis to ensure of the country's economic security is based not on how
much left-wing or neo-right centrist postulates justified, let's say, health care
budgetary or any other sectoral subsidy programs, but how actual indicator
approaches to the “threshold” one.

Risk assessment

The above-mentioned model of macroeconomic management is based on the
conceptualization of risks, which means formation the macroeconomic indicator
system, which the country’s stable and sustainable socio-economic development
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assessment provides. Conceptualization also means determination of “threshold"
levels of these indicators.

Establishing the methodology for determining the quantities of macroeconomic
indicators, existing in the socio-economic sphere strategic risk analysis, management
and modeling of threat neutralization. Strategic analysis of economic risks, on the
other hand, includes to find the existing economic security indicators, threats to them
and their weaknesses in intersecting segments (which are precisely the risk points).

Mentioned above the list of “threshold™" economic security indicators should be
written in the updated National Security Concept of the country. For example, in the
Security Concepts of many countries, a general macroeconomic variables such as
GDP per capita, unemployment rate, the level of poverty, the property differential of
the population, etc. exist.

Taking into account the specifics of Georgia, for example, it is also desirable to
single out the potentially dangerous negative trends that in the coming years may
threaten the country's macroeconomics stability. Namely, in the conditions when
dependence on energy import of Georgia is 70%-75%, it should be determined as a
"threshold value" of this indicator close to the average level of the European Union -
54%. Or when Georgia’s electricity consumption per capita is 1.92-2.28 MW/hours,
we must increase of consumption to, let's say, the European Union's low level - to 4.4
MW/h, etc.

Monitoring Foundations

We believe that the government should begin monitoring with the newly
elected parliament's adoption of the updated National Security Concept and approval
of the resolution "On State Monitoring of National Security.” The latter should list
those economic security indicators that the government should monitor for
compliance with their "threshold values" while these "threshold values" themselves
should be approved by the government upon submission by individual economic
profile ministries (or Government LEPLS). These "values™ will be based on surveys
and research by experts in the given field.

Based on developed countries' experience, the government will likely monitor
55-60 economic security indicators, which will be presented within the framework of
the updated National Security Concept. Government monitoring will work as a
continuous observation system, and its results will be submitted annually to the Prime
Minister by the government administration. Such indicators should include the
Consumer Price Index, State Budget Deficit, Unemployment Rate, Gold and Foreign
Currency Reserves Volume, State Debt, Trade Balance, and others.

For each of these indicators, the government resolution "On State Monitoring
of National Security" will periodically (annually, or for medium-term periods)
determine "threshold values," exceeding which poses a risk to the country's economic
security. After such conceptualization of threats, a computer program can be created
in SQL or VisualFoxPro, which will at any moment compare "actual” indicators to
"threshold" values and identify deviations. This will allow the government to address
economic problems operatively in the format of government meetings, without long-
term parliamentary political debates.



Interestingly, many countries adopted part of their "threshold values" from the
EU's 1992 founding Maastricht Treaty. For example, this treaty defines member
countries' financial-economic guidelines as follows: State Debt should not exceed
60% of GDP, Budget Deficit should not exceed 3% [Maastricht Treaty, 1]. For
instance, NATO's charter stipulates that the “threshold” indicator for defense
expenses ("military budget™) should not be less than 2% of GDP [Ivana Kotasova, 2].

The list of "threshold" macroeconomic indicators is quite comprehensively
discussed in Georgian economists’ works (see publications by Rozeta Asatiani,
Tamaz Maglakelidze, lakob Meskhia, Ramaz Otinashvili, Besik Aladashvili, and
others), so we won't discuss these issues in detail here.

Despite the existence of many countries’ common “threshold" indicators,
country's specifics must be considered in the process of conceptualizing economic
threats. For example, considerations for Georgia will include low competitiveness of
enterprises, dependence on global financial system fluctuations, national currency
exchange rate volatility, monthly imbalance of budget expenses, decrease in net
exports (despite the EU-Georgia DCFTA agreement and China-Georgia free trade
agreement), etc.

Monitoring of Economic Separatism

The conceptualization of economic risks can be most clearly used in preventing
budgetary separatism. Specifically, the mechanism for implementing fiscal
federalism is mainly provided by a country's budgetary legislation. For example,
Appendix 1 of the "Georgian Budget Code™ specifies the percentage distribution
ratios of all six legislatively defined budget taxes, as well as other fiscal and non-tax
revenues, among state, autonomous republics' republican, and local self-government
unit budgets.

For the federal center to constantly monitor the timely transfer of due revenues
from regional budgets and thereby prevent attempts at fiscal separatism, an electronic
program e-Treasure has been created in the Treasury. It is based on software that
automatically changes calendar dates. Many countries use SQL or Visual Fox Pro as
such software (Garakanidze Z, Garakanidze N. 2018).

Conclusions

Taking into account the recent interest from political parties, it is possible to
neutralizing economic risks by forming an apolitical government team - the
technocratic task force. Due to the complicated geopolitical situation Georgian
Government must have an economic task force to response to economic risks,
challenges, dangers.

It should be noted that certain aspects of risk-based management was carried
out in the Apparatus of National Security Council of Georgia. Inter-brunch character
of mentioned body gives us the right to assert that the new Concept of National
Security of Georgia should assign these functions on it.
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Temsana I'cuboscoka, Ykpaina
Maint /lanun, Kumaii

CYUYACHI IIJIXOM 10 OPTAHI3ALIT MPALII MEHE)KEPIB
OCBITU

Opranizaigiss mpaii MEHEKEepiB OCBITU € 0araTorpaHHUM MPOLIECOM, IO
OXOIUTIOE YIPABIIHCHKI, TIEJAroriyHi, COIaJbHO-TICUXOJIOTIYHI Ta 1HII acHeKTH. Y
HAyKOBIM JliTepaTypl BHIUIAIOTBCS KUTbKA KIFOYOBUX TMIJAXOMIB (CHCTEMHUIA,
MPOIIECHHUIA, 0COOUCTICHO-OPIEHOBAaHUH, byHKIITHUH, IHHOBAIIMHUH,
KOMIIETETHICHUN) /10 I[bOTO THUTAHHS, SKI 0a3ylOThCAd Ha PI3HUX TEOPETHUUHUX
KOHIEMIISAX 1 MPaKTUYHUX MOJACIISX.

Cuctemuuii miaxig posrisnae Ha aymMky BueHux (O. JlomkenkoB [4],
T. KouyGeti [5], K. IBamenko [5]) IisabHICTE MEHEKEpa OCBITU SK IUIICHY
CUCTEMY, III0 CKJIAJIA€ThCS 3 B3a€EMOIOB’ I3aHUX €JIEMEHTIB: 1IUJIeH, 3aBAaHb, METO/IB,
pecypciB 1 pe3ynbTaTiB, BOKIUBUM € 3a0€3MEYUTH TapMOHIMHY B3a€EMOII0 MiX
pi3HUMH CKJIagOBUMU. OCHOBHUMH acCHeKTaMHU BUOKPEMJICHO: BH3HAYEHHS YITKHUX
el 1 3aBAaHb YHPaBIIHCHKOI JISJIBHOCTI; BIPOBAKEHHS €(EKTUBHUX METOJIIB
IUIAaHYBaHHS Ta KOHTPOJIO, ONTHMI3allisi BHKOPHCTaHHS pecypciB (JIFOACHKHX,
MaTrepiaabHUX, YacoBuX). [lepeBaraMu BU3HAYEHO YiTKA CTPYKTYpa 1 MOCIIIIOBHICTb,
JTOCIITHUKY TJIKPECIIOI0Th BaXJIMBICTh JIOTTYHOI OpraHi3aiii €JIeMEHTIB CHUCTEMH
ocBity [5]. HemosnikoM BUeHi 3a3Ha4alOTh caMe HEJIOCTATHE BpaxyBaHHS JIFOJICHKOTO
dakTopy, OCKUTBKM MEXaHICTUYHHI MIAXiJ MOXKE ITHOPYBaTH MOTPeOU MpaiiBHUKIB
[1].

OTxe, cUCTeMHHI MiAXia € GyHAaMEHTOM YIPaBIiHHS OCBITHIMH yCTaHOBAaMH,
Horo eQeKTHBHICTh 3HAYHO 3pOCTA€ TMpPHU IHTETpalii 13 MPONECHUM MiTXO0J0M,
BOJHOYAC 3O0BHINIHI 3MIHM BIUIMBAIOTh HAa CTAOUIBHICTH CHCTEM, CKJIAAHICTH
BIIPOBADKCHHS IHHOBAIii B JMHAMIYHUX yMOBax, TOMY CHCTEMAaTHYHHH aHaii3
CUTyalii Ta MOHITOPUHT OCBITHIX TMPOIECIiB KEPIBHUITBOM CIPUSTAMYTh
CBOEYACHOMY pearyBaHHIO Ta TMOJIMIIEHHIO CUTYaITil.

BuxopucroByroun mnponecHuit minxin, gocaigHuka (O. Deep, T. Tosr,
M. MamikapuHenp Ta iH.) yIpaBiIiHHS TIyMadyaTh K MPOILIeC, 1110 CKIAIAEThCS 13 cepil
Oe3mepepBHUX B3Aa€EMOTIOB'SI3aHUX i, TOMY AaKIEHTYIOTh yBary Ha TOMY, IIIO
VOPaBIIHHS Tparer0 MEHEKEpa € IUKIIYHUM IPOIEeCcOM, SKHH BKIIFOYAE
IJIaHYBaHHSI, OpraHi3allilo, MOTUBYBaHHS, KOHTPOJIb 1 KopuryBanHs. OcoOJMBOCTIMU
SKOTO BH3HAYEHO TMOCIIJOBHICTh YIPaBIIHCHKUX MAiil; TOCTIiiHA ajanTauis 10
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