~T72 ~

B 1 C H U K KuiBcbkoro HauioHanbHoro yHisepcurerty imeHi Tapaca llleBueHka ISSN 1728-3817

6. Houben A. Making Macroprudential policy operational / A. Houben,
R. van der Molen, P. Wierts // Revue de Stabilite Financiere. Banque
centrale du Luxembourg. 2012. — P.14-25.

7. Global Risks 2012. Seventh Edition. — Pexum poctyna: http:/
www.weforum.org/reports/global-risks-2012-seventh-edition..

8. Dombret A. Europe's sovereign debt crisis — causes and possible
solutions // Speech by Dr. Andreas Dombret, Member of the Executive
Board of the Deutsche Bundesbank, to the Deutsche Alumni, Frankfurt am
Main, 20 December 2011. — Pexum poctyna: http://www.bis.org/
review/r120111b.pdf?frames=0.

9. Moucees C.P. [leHexHO-kpeanTHas MOMUTUKA: TEOPUS M MpaKTuKa:
y4eb. nocobue / C.P. MowuceeB. — M.: MockoBckasi MHaAHCOBO-
npomeblluneHHas akagemus, 2011. — 784 c.

10. OeHbrn. Kpeaut. BaHku: yueb. — 2-e u3g., nepepab. u gon. / noa
pea. B.B. MeaHoBa, B./. Cokonoea. — M.: TK Ben6u, U3g-Bo lMpocnekT,
2009. - 848 c.

11. HaymenkoBa C.B. lNpobnembl cbanaHCMpOBaHHOCTM [AEHEXHOro
pblHka YkpauHbl / C.B. HaymeHkoBa. — K.: HaykoBa gymka, 1997. — 55 c.

C. MuieHKO, A-p €KOH. HayK

YHiBepcuTeT 6aHkiBcbkoi cnpaBu HBY, Kuis,
C. HaymeHKoBa, A-p €KOH. Hayk, npod.

KHY imeHi Tapaca LLeB4eHka, KuiB

12. Dxyyi P. AktyanbHi npobnemn moHeTapHoi nonituku. Cepist KOHCy-
nbTauinHnx pobit [PP/06/2009] / P. xydi, P. KixHep, B. KpaBuyk. — BepniH-
Kuis: IEIMK, 2009. — 16 c.

13. Muxannos A. Bantota B ctune petpo / A. Muxainos. — [OnekTpoH-
Hblii pecypc]. — Pexum poctyna: http://www.gazeta.ru/column/mikhailov/
4860069.shtml#1031.

14. OysBypu Cy66apao. MNepecmoTp cuHaHCOBOW CTPyKTypbl. HoBOE
onpeaenexve ponu LeHTpansHoro 6aHka / Cy66apao [yeBypw // PuHaHCHI
n passutne, MB®, — 2010. — Ne 6. — C.26-27.

15. Mpacag 3. MNepecmoTp duHaHcoBoOW CTPYKTypbl. lNocne kpaxa
/ 3. Mpacag // ®vHaHckl n pa3sutue, MB®, — 2010. — Ne6. — C.22-25.

16. Pooxep C. TapretupoBaHuio MHNSUMM ucnonHsietcs 20 net
/ C. Pomxep // ®uHaHchl 1 passutne. — 2010. — Ne3. — C.46-49.

17. OiicpuHrep C. BosspaT moHeTapuama / C. DdumHrep, 3. Mysiruk. —
Pexum goctyna: http://www.germaniaplus.de/?p=9516.

Hapivnwna pno peakonerii 25.06.13

PErYNIOBAHHA rPOLLIOBOIo OBIr'Y HA OCHOBI BUKOPUCTAHHA METOAIB TA IHCTPYMEHTIB
rPOLLOBO-KPEANTHOI NONITUKHU

Y cmammi docnidxeHo memodu ma iHcmpymMeHmu 2powoe8o-KpedumHoi nonimuku, a makox ocobnueocmi ix eUKOpPUCMAaHHS1 y MexaHi3Mi pe-
2ynoeaHHs1 2powogo2o obicy e YkpaiHi @ nocmkpu3oeuli nepiod. O62pyHmoeaHo nidxod0u 0o eu3HaYyeHHsI KOHMPOJ/IbO8aHOCMIi UeHMpaibHUM
6aHKOM KaHaslie mpaHcMmiciliHo2o MexaHi3My ma ix ennue Ha cmilikicmb 2powoego2o obiay.

Knro4oei cnosa: epowosuli obie; Memodu ma iHcmpymeHmMu 2pouwo8o-KpedumHoi MoimuKku; peaytoeaHHs1 2powoeozo obiay; mpaHcMucil-
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THE REGULATION OF MONEY CIRCULATION ON THE BASIS OF USING METHODS AND INSTRUMENTS
OF MONETARY POLICY

In the article it was researched the instruments and mechanism of safeguarding stability of money market on the basis of implementing the
optimal monetary policy regime. It was determined the main directions of appliance the monetary policy methods and instruments to guiding money
market stability and it was also investigated the influence of transmission mechanism on providing the soundness of money circulations.
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TRANSFORMATION OF PROPERTY RELATIONSHIPS AND ITS PROSPECTIVE IN GEORGIA

The scientific paper deals with the transformation of proprietary relations as an objective process, its essence, forms and
character. The property right is shown as a basis of market functioning and the market can’t operate without it. The advantage of
private property in comparison with the state-owned one is underlined. The article refers to the peculiarities of current process of
privatization in Georgia. The common assessment of privatization implemented in Georgia is clearly reflected. Also its political,
economical, ideological-psychological, social, institutional results are characterized. The internal and external factors which
prevented privatization from being implemented successfully in Georgia are described.

Keywords: Corporate management, Privatization, Transformation, Market reform, social and institutional effects, Private

property, Market economy, private sector, implementation, inefficient state management.

The transformation of property relationship is an objective
process and usually proceeds to the development of any so-
cial community. However, this process may even be of
subjective character, as it is normally performed by economy
subjects — state, companies and/or individuals. This means,
that the success or failure of this process is determined by the
quality of theoretical and practical knowledge of property
relationship. Therefore, determining the starting point of their
transformations should be based on the acknowledgement of
property concept, its forms and development trends, which
reveals the specific features of privatization theory.

In terms of contemporary market economy two basic
forms of property are functioning: private and state
property. Private property on the other hand covers
individual and corporative types of property. Individual
private companies are normally small business
entitiesmostly running business activities in the area of
crafts, agriculture and services. The owners of such

companies are one or more individuals, where labour
efforts made by an individual or the family are mostly
domineering. However, in case of necessity, other
workforce is also employed. This part of economy is
extremely dynamic, in spite of millions of small size
business companies go bankrupt and terminate business,
there are lots of other companies, formatted in their place.

Revision of problem. The world experience confirms
that according to the existing criteria, taken altogether, the
priority is given to private property. The main thing is that
private property is the basis for freedom of a human being
and thus supports its complete development; in western
countries, the process of privatization keeps processing
with different intensiveness. The following features of
western privatization process attracts special attention: it is
featured not with rapid mass privatization, but the long —
term spot privatization.
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The right of property is the basis for market functioning.
The latter would not have existed without it. Market as an
institute, is based on the entire complexes of norms, used by
the subjects while setting up transactions and performing
exchanges. These norms are fairly called market
constitution, which cover the most important institutions such
as: utilitarianism, purposefulness, openness, rationality, trust,
expectation, freedom, legality, traditions.

Ongoing reforms. One of the significant directions in
institutional reforms of Georgia has been the arrangement of
the property state system organization, which was followed
with establishing private property institutions, development of
entrepreneurship, supporting large, small and medium size
business entities, creating appropriate business environment
for investment, formation of farmer economy, etc. !

Although, the privatization process, currently happening
in Georgia is particularly featured, considering the
specification, characteristic to social - economic
development, main trends are still similar to European and
post soviet former socialist countries. We are referring to
the objectives, stages and methods of privatization.
Privatization represents one of the most important integral
parts of economic reforms and policies in Georgia. lts
purpose is to form market — competitive system, hasten
private sector development, middle class formation,
increasing manufacture efficiency, stimulation of economic
growth, increasing budget incomes.

In Georgia, the specific volume of private sector has
been annually growing within the whole domestic product
and on the other hand, the government sector volume was
correspondingly decreased. Consequently, the situation
was similar with the specific volume of employees' quantity.

At the first stage of privatization, in terms of mass
privatization, the greatest role was played by the
application of privatization cards system. Procurement of
the significant part of state property was mostly performed
with the privatization cards, or the so called vouchers.
Assets service has been actively involved into finding
solutions to the popularization of this tax paying facility, as
well as its drafts, nominal, good circulation, movement
schemes, generally its salesand termination. Significant
contribution to mass privatization process has been input
by specialized card investment foundations.

Wide range of opportunities and benefits were provided
to the labour collectives in order to select future proprietor
or group ofproprietors of their enterprise; they were
authorized to purchase controlling interest of assets directly
without competition, if the controlling interest remained at
the disposal of the state and/or the share holding at the
cost of 10 per cent of the authorized capital. At the same
time, 30 per cent of the cost was held with privatization
cards, while the monetary part of payment was settled with
the 30% discounts or under credits, before total payment of
voucher; that is to say under the condition of full payment,
settled before the date of July 1, 1996.

This mechanism proved itself to be successful. It was
used by about 600 enterprises, while 100 out of them
completely procured the share holdings of the enterprise. As a
result of this, through the direct procurement of share
holdings, more than 64 thousand of individual and legal
persons became major proprietors. They became the
possessors of about 40 millions of stocks, along with the
nominal value of more than 50 millions of dollars. While the
enterprise works and the persons, equal to them got discount
of 20 per cent for stocks and some of them even for free.

Issuing stocks resulted in delivering 11.5 millions of
stocks to more than 200 thousand people, with the total
nominal value of up to16 million dollars, among which was
about 8 million items of stocks for free with the value of 11

million USD. We agree with the opinion, that this form of
privatization has certain shortcomings; this form puts
people, employed in none-material industry, in a different
position, for example teachers, doctors, culture workers,
retired people, military people, students and leads to
incorrect property differentiation.

In order to take part in the process of social security of
poor population and mass privatization, certain part of
privatized state property has been delivered for free to part
of Georgian population in the form of privatization cards —
vouchers. This campaign has started since March 1995.
According to the details, obtained from the inventory of
population, the number of population by that time
composed 5.098.736 people, 4.264.541 privatization cards
were delivered (which comprises 83.64%), among which
3.910.000 privatization card was put into good circulation, i.
e. 925 per cent from the distributed cards.

Foreign investors were actively participating in tenders.
20 per cent of property, presented on specialized card
auctions was purchased by foreigners.

Dynamics of privatization has been reflected by the
speed of index growthaccording to certain regions and
industries of economy, as well as pursuant to general
synthesis (in spite of efforts, made to obtain material on
enterprise privatization according to industries during the
following years, no information has been gathered.
However, the presented chart gives reference to the
general condition).

As a result of active privatization policy, the main part of
state property has been procured for the last 2003-2012
years. The quantity of privatization objects composed
5 757 items; with the total value of — 2 927 million GELZ
Privatization started in a more intensive way in the areas of
trade and domestic services, where most part of small size
enterprise were involved. In 1993 — 1994 there were 5462
and 7238 enterprises privatizedrespectively, in agriculture
industry — 897, in social area — 697, in the field
ofhealthcare — 623, construction industry — 366, transport —
215, industrial entities — 198, in energy — 100 objects.

The fundamental condition for the development of
Georgia is the quality of land property functioning.The
greatest historic achievement has become land
privatization, which has resulted into transforming most
part of agricultural holding in private property. Private
sector also refers to none-agriculture plots and areas.

After 2003, in the field of privatization, a new so called
"aggressive privatization" was set up, which was also
frequently named as ‘"cabinet privatization". The
government made a politic decision and accomplished total
liberalization of property. Most challenging actions were
made in the process of privatization. In most cases, this
has been socially unjustified, but the main focus was to
draw funds to the budget. Such aggressive and active
policy of privatization was protested by certain groups of
society. There have been no restrictions in the privatization
process respective the alienation of so called "strategic"
objects. Delivering property to offshore companies and
those, belonging to other states has not been limited
either®. It was aimed at increasing the flood of foreign
investments into the country, as well as at rational
distribution of resources. Investors are mostly interested in
the fields, which are considered as natural monopolies in
economy, such as: "Tbilgazi" (Tbilisi Gas), "Telasi" (Tbilisi
Electric Power Station), "Tbiltskalkanali" (Tbilisi Water
Supply Channel), Port in Poti, "Saktelekomi" (Georgian
Telecommunications), "Georgian Energy Distribution
Company", Electric Power Station, "Georgian Railway", etc.

This was supported by the solid monetary — credit
system, managed inflation processes and the opportunities
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provided by the local economy to the investors to receive
high revenues, which has created the most attractive
investment environment. All this has caused rapid
processes of privatization. According to the details
obtained from the year of 2012, there have been 27
thousand small and large objects privatized in Georgia.

Remarkable enough, the incomes of the state budget
has been filled in by the funds, received from privatization.
To our opinion, it is preferable to establish special
foundation of privatization, from which these funds would
be directed towards investments; this however, has not
been accomplished neither under the previous nor the
present government.

There are 1400 enterprises, presently functioning in
Georgia, established through share participation, 70 per cent
of which has been composed from the entities, working in
medical, education and cultural fields. Most of these
enterprises are unprofitable. This is why, the government
should necessarily privatize them in accelerated pace. The
entities, necessary for the immediate functioning of the state
should remain under the government property. Government
holding should be necessarily formed, which would unite
these companies as independent private legal entities. This
form will definitely support performance of state efficient
functioning and increasing their profit —-making.

Results of reform. General evaluation of privatization,
held in Georgia, like in other countries, should be based on
the classification of results; such classification however,
requires differentiation of time and specific criteria.

Despite the mistakes, made in the field of state property
transformation, the main objective- the formation of private
institution has been still achieved. The process of
privatization acquired an irreversible character.

Among economic results the following are remarkable:
micro and macro efficiency of privatization; finance, budget
stabilization; restructuring of enterprises; monopoly collapse of
economy and creating specific environment for them; attract
investments. Positive economic effect of privatization is
doubtless especially for long term period, which finally serves
the increase of budget revenues, achieving finance stability
and rapid economic development. Under the short and
medium terms, such results are hardly achievable, even under
the regular and consequent circumstances.

Although, as a result of privatization, radical system
changes took place in the country, private sector formation
is primarily remarkable; however serious advance has not
been occurred while achieving other goals, among them
are the following: from the viewpoint of establishing social
justice, increasing economic efficiency and budget
incomes. Serious preventing factor has also been the
mistake made in the strategy of privatization. This became
apparent with the quantitative, property approach towards
privatization, which was actually domineering; while its
characteristic side -supporting living standard and
increasing the efficiency of manufacture was considered in
the least. This activity was not dedicated to achieving
results in long — term period.

For years, relatively less efficiency of the Georgian
economy was basically preconditioned with the low interest
of potential foreign investors in the country; one of the main
reasons for that has been distrust to the guarantees of
private property protection.

In  conformity with the constitution of Georgia,
paragraph 21 — the authority of property and heritage in
Georgia is acknowledged and secured. Cancelling
commonly established authority for procuring, alienating or
delivery of property is impermissible.

The constitution of Georgia also determines the
conditions of property authority restrictions and confiscation
in special cases, which are also strictly regulated4.

Thus, property authority in Georgia has been acknowledge
and guaranteed under the local constitution and laws. How-
ever, few facts respective the infringement of property have
become the subject for discussion by the Georgian Human
Rights Defense Organization and not only by them.

As the researches showed, private sector formation in
economyhas become particularly important for the short
and long-term development of the countryalong with the
market infrastructure formation. Among them are: necessity
of protecting bank, tax paying, insurance systems, court
independent and objective decision — making and property
inviolability. Successful development of market economy is
being prevented by such negative and poor institution
results such as: inefficient state management, its
intervention into the high quality economy, low rate of
competition, antimonopoly policy, absence of institutional
environment for small and medium size business
development, poor development of equity market and
sometimes, even the distrust towards the economy of the
country from the side of investors.

Therefore, although private sector has been formed as
a result of privatization, solid grounds have been created
for market relationship; however, at the same time, its
social value has proved to be too high. The reason for that
was not only the existence of poor government, or the
mistakes made in the reform policy in general, but also in
the selection of privatization strategy and its methods.
Primarily, this strategy, as mentioned above, was less
focused on social results, justice and increasing the
manufacture efficiency. Secondly, the basic method for that
was to procure the entity by its director and/or its other
administrative staff members, which theoretically and
practically prove to be less effective®.

For further privatization of enterprises in Georgia,
procurement method was applied by its managers and
employed staff; the next method was the form of direct sales,
while the third in significance has been the mass privatization
method. The latter has been chief in the following countries:
Albania, Macedonia, Rumania, Russia, Slovakia, Slovenia,
Tajikistan, Turkmenistan, Uzbekistan, the Ukraine, Croatia,
that is to say in the countries which are not outstanding in high
quality economic development and manufacture efficiency. As
the international experience reveals, this methods makes
achievement of economic efficiency possible. But it is quite a
complicated task to find solution to, though. Social welfare
issues are much more complicated to solve, while political
objectives are relatively easy to achieve.

Restricted application of direct sales methods has not
been characteristic to Georgia only. According to expert
evaluation, in countries under the transitional economy, the
total number of privatized enterprises has comprised 13%
at the end of 1994, among which 43 per cent has been
procured by the managers and staff members of this entity,
while 24 per cent became the object of mass privatization;
in 20 per cent of the enterprises overall, the privacy form
has been changed through re-structuring, compensation
method. Procuring assets by manager and personnel has
been the basic method for 13 countries under transitional
economy; mass privatization took place in 8 countries,
while equity sales occurred in 4 countries.

Compared to other methods, lower rate of using of
direct sales form in Georgia as well as other post Socialist
countries are justified with the following main reasons:
firstly, because the population and entities did not possess
sufficient finances for more intensive procurement of state
enterprise equities. We should also mention that most of
the enterprises procured by the managers and staff
members have been often unprofitable, as they did not
have sufficient finance resources for economic
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development and strategy changing. Another major reason
for that is successful application of method, which requires
a specific market existence of assetsin the country, which
is currently not available in Georgia. And it takes place only
at an early stage of development only.

A mentioned, privatization in Georgia has been taking
place at a very high social valueuntil now; on the other hand,
the basic method, which has been used, was selling
enterprises to directors and other administrative staff
members, which is less effective compared to direct sales
method and prevents timely re-structuring. This is why
developing new strategy of privatization and the problem of its
implementation are especially urging at the time being,
according to contemporary requirements of the country
development. Prospective of privatization in Georgia will
consequently depend on the quality of strategy development.
New strategy developments should focus on the following:

e Strengthening its social orientation, considering the
relativity of social, economic and other factors;

e Strengthening institutional elements of privatization
— perfection of legislation, sharp decrease of corruption and
shadow economics scales; liquidation of criminal
transactions and supporting competition from all sides.

¢ Classification of enterprises according to profitability
level, their re-structuring, sanction performance and
hastening privatization;

e Matching long and short term interests of the
government. Privatization should be discussed not as the
policyof management and disposal of state property, but
also as the part of the government structure and
institutional policy. Therefore, while making the decision on
state property privatization, it is necessary to take the
following factors into consideration:social and economic
efficiency of privatization, extension of tax-paying market,
creating supplementary employment, supplying the market
with goods and services, increasing production efficiency,
raising living standards, decreasing the scales of corruption
and shadow economy, the perfection of social structure
among which are the following: high speed development of
informative field for education, science, healthcare areas.
The greatest essence isattached to achieving compatibility
of individual, corporative, social and state interests.

State, as well as any other form should hold an
international strategy, which would anticipate their
functioning in any country at any stage of value added tax
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L. l'y6enanse, A-p arpo3koH. Hayk, Npod.
ArpapHbii yHuBepcuteT py3suu, Mpy3us

system formation. For example human resources, finances
and raw material is available in any world country.
Similarly, scientific-research works, test — construction
procession, manufacturing may be performed in one
country, while markets may appear in a number of other
countries. The countries and companies should consider
their own priorities as well as those of other countries and
companies on the local, as well as world markets.
Otherwise, it would have been impossible to achieve
success in terms of growing competitive fight.

Organizations and companies are not required to have
all forms of activities: scientific- research, test- construction
activitiesand/or marketing and sales sections. The practice
has been established, when organizations sign agreements
with other companies to accomplish certain duties, through
setting up the distribution of resources and strategic
alliances. Buyers and suppliers are inevitable elements of
this network. Extending network organizations are supported
with wide introductions of informative technologies. As
F.Coltermentioned, business alliances are becoming more
and more common, which substitute single operation and
lead to the entire network of partner organizations.

As experience showed, modern companies are cannot be
of closed type, which is primarily involved in implementation of
its own interests and objectives. The main goal of
management is to satisfy the interests of its share holders,
however corporative management should consider the
interests of other owners of capital. This is because, any
company is interested in economic wellbeing. This
consequently increases the importance of ethic and behavior
code among companies, significance of supporting none-
profit, culture and other organizations, provided by them.
Raising the role of multi-national companies causes
development of international standards for global corporations,
which currently are being worked on intensively.
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TPAHC®OPMALUA OTHOLUEHUA COBCTBEHHOCTU U NEPCNEKTUBbI UX PA3BUTUSA B TPY3UU

B cmambe npoaHanu3upoeaHbl cywHocmb, ¢hopMbl U Xapakmep o6bLEKMUEHO20 npoyecca mpaHcghopmMayuu omHoweHuli co6cmeeHHocmu.
lMokasaHo, Ymo npaso co6cmeeHHocmu signisiemcsi hyHdaMeHmMoM hyHKUUOHUPOB8aHUsI PbIHOYHOU 3KOHOMUKU. PacKpbimbl npeumyujecmea vac-
mHoli co6cmeeHHocmu Had 2ocydapcmeeHHol. Oxapakmepu3oeaHbl 0Co6eHHOcmu peghopmupoeaHusi omHouweHuli co6cmeeHHocmu e pysuu.
HaHa obwas oueHka npoyecca npueamu3sayuu e Ipysuu. Oxapakmepu3oeaHbl €€ nonumuyeckue, 3KOHOMUYecKue, rcuxosioauqyeckue, udeosoau-
4yeckue, coyuasbHble U UHCMUmMyyuoHanbHble pesynbmambl. Packpbimbl eHewHUe U 8HympeHHUe ¢hakmopbl, npensmcmeywue ycrnewHomy
npoeedeHutro npueamu3ayuu 6 py3uu u daHbl pekoMeHAayuu Mo ux NPeoodosIeHUo.

Knroyeenie crnosa: kopnopamueHbili MeHeAXXMeHM, npueamu3ayusi, mpaHcgopmayusi, pbIHOYHbIE PpeghopMbl, COYUanbHbIU U UHCMUMyyuo-
HanbHbIlU 3ghghekmbl, HacmHasi co6cmeeHHOCMb, PbIHOYHasi 3KOHOMUKa, YacmHbIlU cekmop, peanu3ayusi, HeaghgpekmueHoe 2ocydapcmeeHHoe
ynpaeJsieHue.
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TPAHC®OPMALIA BIAHOCUH BNACHOCTI TA NEPCNEKTUBU IX PO3BUTKY B I'PY3lII

Y cmammi npoaHanizoeaHo cymuicms, ¢ghopmu i xapakmep 06°’ekmueHo20 npoyecy mpaHcgopmayii eidHocuH enacHocmi. lNokasaHo, wo npa-
80 eslacHocmi € gpyHOameHmMom ¢pyHKUiOHy8aHHsI PUHKOBOI eKOHOMiKu. Po3kpumo nepeeazu npueamHoi enacHocmi Had depxaeHoro. Oxapakme-
pu3osaHo ocobnusocmi peghopmyeaHHsi 8i0HOCUH enacHocmi e I'py3ii. HadaHo 3azanbHy oyiHKy npoyecy npusamus3auii 8 I'py3ii. Oxapakmepu3o-
8aHo i nonimu4Hi, eKOHOMiYHi, Ncuxosozi4Hi, ideonoziyHi, coyianbHi ma iHcmumyuyitiHi pesynsmamu. Po3kpumo 306HiwHi i éHympiwHi YUHHUKU,
wo nepewkodxaroms ycrniwHoMy npoesedeHHs npueamus3ayii e Ipy3ii i daHi pekomeHOayii w00 ix NodonaHHs.

Knrouoei crnoea: kopnopamueHuli MeHedxMeHmM, npueamu3ayisi, mpaHcgpopmayisi, puHkoei pegpopmu, couyianbHuli ma iHcmumyyitHui
eghekmu, npueamHa enacHicmb, pUHKO8a eKOHOMIKa, MpusamHuli cekmop, peanisayisi, HeeghekmueHe dep)kasHe yrnpaesliHHsI.



