
The FINANCIAL -- Employ-
ees who are satisfi ed with 
their jobs are more likely to 
volunteer in the community 
than those who are unhappy 
at work, a new study from 
Middlesex University Lon-
don and the London School of 
Economics and Political Sci-
ence has found.

The study, published in the 
British Journal of Industrial 
Relations, tracks changes in 
job satisfaction over time for 
over 12,000 British employ-
ees and shows that as job sat-
isfaction increases employees 

are more likely to volunteer 
in their free time and to vol-
unteer more often. Likewise, 
when job satisfaction decreas-
es, employees are more likely 
to retreat from volunteering, 
according to LSE.

The researchers measured 
job satisfaction on a scale of 
one to seven and found the 
chance of an employee volun-
teering increased by 6.5 per 
cent with every increase of 
satisfaction on the scale.

The FINANCIAL -- Extend-
ing people’s working lives 
to refl ect the ageing of their 
populations could release 
massive untapped value for 
their economies to the tune 
of US$3.5 trillion across the 
OECD as a whole in the long 
run.

Iceland, New Zealand 
and Israel are the leaders in 
boosting employment rates 
among older workers, set-
ting a model for others to 
follow, according to the lat-
est research by PwC.

Between 2015 and 2050, 
it’s estimated that the num-
ber of people aged 55 and 
above in the 35 OECD coun-

tries will increase by almost 
50% to over 500 million. But 
how many of these half a bil-
lion people will be working?

PwC’s Golden Age In-
dex benchmarks, ranks and 
analyses the performance of 
OECD countries in fostering 
older people’s participation 
in the workforce through 
employment and training 
data. It reveals how large 
potential economic gains 
are available if employment 
rates for those over 55 can 
be raised to those of the top 
performers.

The FINANCIAL

T he number of video 
households served by 
SES has continued to 
increase, reaching 351 
million TV homes in 

2017 according to SES’s an-
nual market research, Satel-
lite Monitor. This substantial 
technical reach, compared 
with 325 million households 

in 2016, means that SES is 
now delivering video content 
to more than 1 billion global 
viewers.

Out of the 351 million TV 
homes, SES directly reaches 
145 million, and indirectly 
serves another 147 million 
cable homes, 40 million IPTV 
homes, and 18 million terres-
trial homes.

The Satellite Monitor study, 
conducted for the fi rst time in 

Georgia in 2015 and provid-
ing insights into the Georgian 
TV market, reveals that SES 
has increased its reach to 562 
000 TV homes in the country, 
which includes direct reach 
(DTH), and indirect reach 
(cable and IPTV). This repre-
sents 24% growth compared 
to last year.
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The Georgian Electricity 
Distribution Market is 
becoming more concentrated

By MARIAM CHACHAVA1 
and NORBERTO 

PIGNATTI2

ISET

In April 2018, Georgian 
power plants generated 
1,064 mln KWh of electric-
ity. This represents a 30% 
increase in total genera-

tion, compared to the previ-
ous year (in April 2017, total 
generation was 817.2 mln. 
kWh). On a monthly basis, 
generation increased by 7% 

(in March 2018, total gen-
eration was 997 mln. kWh).  
Consumption of electricity on 
the local market was 981 mln. 
KWh (+5% compared to April 
2017, and -12% with respect 
to March 2018). 

Total electricity con-
sumption in Georgia came 
from Energo-Pro Georgia 
(49% - 485 mln. kWh), Tela-
si (24% - 237 mln. kWh), Ab-
khazia (15% - 149 mln. kWh), 
and direct customers (11% 
- 109 mln. kWh) (Figure 2). 
Annual demand from Ener-
go-Pro Georgia increased by 

16%, compared with 9% from 
Telasi and 1% from Abkhazia. 
Demand from direct consum-
ers decreased by 14%.

Energo-Pro Georgia is the 
largest consumer of electric-
ity. The share of electric-
ity consumed by Energo-Pro 
Georgia has been increasing 
over the years (See Figure 3). 
In April 2018, it had the high-
est share in comparison to 
previous years (in the same 
month). 

Continued on p. 4

SES increases its reach in 
Georgia to 562 000 TV homes

Ready to lead, 
but struggling 
to keep pace
The FINANCIAL -- Nearly 66 
percent of global manufac-
turing CEOs say acting with 
agility is the new currency of 
business and that if they are 
too slow, they will be bank-
rupt, according to the 2018 
KPMG Global Manufacturing 
Outlook.

The survey fi ndings, re-
vealed, show that while CEOs 
are ready and energized to 
lead their organizations into 
the digital future, 70 percent 
feel the lead times required 
to move large, resource heavy 
organizations in a new direc-
tion are daunting. More than 
50 percent say Boards have an 
unreasonable expectation for 
a ROI on digital transforma-
tion. And while CEOs recog-
nize the need to keep up with 
market disruptors, mistakes 
prove costly on a large scale 
and many CEOs have not yet 
taken the steps required to 
radically change outdated 
ways of doing business.

Extending people’s working 
lives could add US$3.5 trillion 
to OECD GDP in long run

Happy workers more likely to 
volunteer in their free time
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CURRENT PRICES ON GASOLINE AND DIESEL  25 JUNE, 2018, GEORGIA

Prices in GEL
G-Force Super 2.58
G-Force Premium 2.44
G-Force Euro Regular 2.39
Euro Regular 2.34
G-Force Euro Diesel 2.49
Euro Diesel 2.44
CNG 1.46

Prices in GEL

Eko Super 2.62
Eko Premium 2.52
Eko Diesel 2.52
Euro Diesel 2.48
Euro Regular 2.42
Diesel Energy 2.42

Prices in GEL

Super Ecto 100 2.60
Super Ecto 2.53
Premium Avangard Ecto 2.36
Euro Regular 2.26
Euro Deasel 2.36

Prices in GEL

Nano Super 2.58
Nano Premium 2.48
Nano Euro Regular 2.38
Nano Diesel 2.38
Nano Euro Diesel 2.48
GNG 1.45

Prices in GEL

Efi x Euro 98 2.62
Efi x Euro Premium 2.52
Euro Regular 2.42
Efi x Euro Diesel 2.48
Euro Diesel 2.42

GASOLINE PRICES PRESENTED BY 
BUSINESSTRAVELCOM
HOTEL AND AIRTICKET BOOKING: 
2 999 662 | SKY.GE

I n May 2018, the average 
price of cooking one Imere-
tian khachapuri stood at 3.17 
GEL. Compared to the previ-
ous month (April 2018) the 

Khachapuri Index lost 3.6%. In 
annual terms (compared to May 
2017), however, the Index added 
0.9%.

The monthly (negative) change 
in the Index follows the tradi-
tional seasonal trend in fresh milk 
production, which peaks in June 
and July. Practically all khacha-
puri ingredients went down in 
price compared to last month: 
cheese (-6.1%), eggs (-0.2%), milk 
(-1.3%), butter (-2.3%) and fl our 
(-0.4%). 

Khachapuri Index estimates 
are in line with the offi  cial esti-
mate of annual infl ation by Geo-
Stat, currently standing at 2.5%. 
However, according to GeoStat, 
monthly infl ation did not change. 
The fact that compared to the pre-
vious month, the Consumer Price 
Index remained unchanged, does 
not mean that individual pric-
es remain stable. For instance, 
while the prices of food and non-
alcoholic beverages, clothing and 
footwear declined (by 0.7% and 
0.9%, respectively), transporta-
tion (up 1%), and restaurants and 

hotels (up 0.5%), are bit more ex-
pensive compared to last month. 
The biggest drop in the food and 
non-alcoholic beverages category 
was observed in the milk, cheese 

and eggs subgroup (down by 6.6 
%).

It is expected that in follow-
ing month, prices will fall further 
down as the supply of fresh milk 

will possible go up. Furthermore, 
the demand on milk and milk 
products will decrease in the Lent 
period (June 4-July 11), which will 
push prices even down. 

 PRICES IN GEORGIA ARE ON A DOWNWARD TREND, MAY 2018

The Georgian Electricity 
Distribution Market is 
becoming more concentrated

Debt mainly held by non-residents 
in half of the EU Member States

See on p. 4

Long-term initial 
maturities largely 
prevail across 
Member States

The FINANCIAL 

Signifi cant diff erences can 
be observed across the 
European Union (EU) 
regarding the sector in 
which government debt 

is held. Among Member States 
for which data are available, 
the share of public debt held by 
non-residents in 2017 was high-
est in Cyprus (82%), followed by 
Lithuania (73%), Latvia (68%), 
Finland, Austria and Slovenia (all 

67%). In contrast, the largest pro-
portion of debt held by the (resi-
dent) fi nancial corporations sec-
tor was recorded in Sweden and 
Denmark (both 69%), ahead of 
the Netherlands, Malta and Italy 
(all 62%).

Generally across the EU, less 

than 10% of debt was held by 
the resident non-fi nancial sec-
tors (non-fi nancial corporations, 
households and non-profi t insti-
tutions serving households), with 
the noticeable exceptions of Malta 
(26%), Hungary (20%), Portugal 
(13%) and Ireland (11%).

Highest shares of 
short-term initial 
maturity in 
Sweden, Hungary 
and Portugal

With almost 25% of total govern-
ment debt having a term below one 
year, Sweden registered the highest 
proportion of short-term initial ma-
turities of debt among the Member 
States in 2017, ahead of Hungary 
(18%) and Portugal (17%). Italy (13%), 
Denmark (11%), Finland and France 
(both 10%) also recorded shares of 
short-term maturity debt around or 
above 10%. At the opposite end of the 
scale, almost all of the debt was made 
up of long-term maturities in Bul-
garia, Lithuania, Poland and Slovakia.
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“Showrooms 
represent each 
of the projects 
accurately”

Company Lisi Develop-
ment and Kohta Mitarbi 
Resort are now repre-
sented by a new sales 
offi  ce at #22 Chavcha-

vadze Avenue. Here customers can 
view replicas of apartments’ inte-
riors and see examples of building 
materials. The exterior of the sales 
offi  ce is decorated with vertical gar-
dening with an irrigation system, 
representative of the company’s 
prime concept of 80/20. This con-
cept entails 80% of a site being des-
ignated for parks, green zones and 
additional infrastructure, while only 
20% is designated for residential 
houses. Nodar Adeishvili, General 
Director of Lisi Development, talks 
here about the new branch with The 
FINANCIAL.

Q. Can you tell us what the 
benefi ts are of the new sales of-
fi ce? How is it unique?

A. The Lisi Green Town and Kokh-
ta Mitarbi Showrooms represent 
each of the projects accurately, as 
there are replicas of a Kokhta Mi-
tarbi Resort living room and Lisi De-
velopment dining room interior. Be-
cause we have a turnkey concept at 
Kokhta Mitarbi, its showroom is an 
exact copy of one of our apartments’ 
living rooms, down to the very build-
ing materials, furniture and ap-
pliances. On the other hand, Lisi 
Green Town’s showroom is made 
with the same building materials as 
we have at Lisi but with furniture of 
our choice. In addition, both of the 
showrooms have a sales representa-
tive on site who will show viewers 

around the rooms and answer any 
questions, and, if desired, handle 
and register sales on the spot.

Q. What exactly is the 80/20 
concept you’ve adopted, the 
framework of which applies to 
your new sales offi  ce too? How 
does it work?

A. As I mentioned before, the 
80/20 concept represents the com-
pany’s approach to development 
and its investment strategy, with a 
positive ratio towards greenery and 
recreational infrastructure on site. 
How is it represented in practice? 
On the one hand we are developing 
buildings with elegant architecture 
and energy-effi  cient materials, and 
at the same time we are investing 
in parks and recreational zones on 
location. This approach is notice-
able in the examples of Lisi devel-
opment’s projects, since it is com-
paratively older and already has its 
achievements. Since its establish-
ment the company has planted up 
to 30,000 trees and seedlings on its 
residential complexes and in the vi-
cinity of the nearby lake.

Q. How does the company’s 
client-orientated approach 
aff ect its strategy and daily 
work?

A. We are in constant commu-
nication with our residents. The 
purchase of an apartment in our 
complex is just the beginning of 
our relationship with them. We 
have ongoing two-way communica-
tion with them. There is a front of-
fi ce in the complex where they can 
address us during working hours 
every day. The fi rst concern of the 
population and therefore our micro 
town’s inhabitants is ecology and 
green development issues. In Green 
Town there are 3 parks at the mo-
ment and there will be 7 in the near 
future. All the trees and plants are 
imported specially from Europe, 
mainly from Italy, in order to bring 
a unique atmosphere to the loca-
tion and to distinguish it from other 
city locations. At the moment a gar-
dener’s team with 15 members are 

taking care of every tree and plant 
on site on a daily basis, in order to 
maintain them in perfect condition. 
In accordance with the growing 
quantity of parks and plants need-
ing care, we will increase the gar-
dening team too, naturally.

 Q. Tell us about Lisi Green 
Town, what made this an 
award-winning project?

 A. From the beginning the proj-
ect was planned as an ecologically 
exemplary residential complex and 
we maintained that idea over time. 
Having on the one hand high quali-
ty and energy-effi  cient building ma-
terials, and on the other the 80/20 
concept with parks, green zones 
and additional infrastructure, gives 
us the possibility to stand out not 
only in our country and region, but 
also in Europe.

Q. You’re currently in the 
development stages of the 
Kokhta-Mitarbi resort, what 
can people expect upon its 
completion?

A. The Kokhta-Mitarbi Resort 
is a four-season complex of hotels 
and residential apartments of the 
highest international standards. 
The initial plan was developed by 
a French group of architects (who 
have already executed huge proj-
ects in the Alps in France, as well 
as in diff erent world-renowned re-
sorts) and afterwards the general 
plan for development was created 
by Georgian and foreign architects, 
including the road, parking places 
and as many recreation zones as 
possible.

Our purpose is to develop a new, 
modern and healthy lifestyle for 
families, recreational zones and a 
brand new resort in a unique lo-
cation, for the duration of all four 
seasons. The 80/20 model will be 
applied here too, together with the 
‘Ski In, Ski Out’ concept and unique 
design criteria due to its outstand-
ing architecture, quality of building 
materials and low density.

As of this point the fi rst building 
of the resort has been completed, 

which combines apartments and 
a hotel and represents a classic 
‘apart-hotel’. As you know, at the 
Kokhta Mitarbi Resort customers 
receive apartments according to 
the turnkey concept – renovated, 
furnished and fully equipped with 
appliances. Simultaneously, other 
building blocks are already in the 
process of being developed. There-
fore in total, according to the fi rst 
phase, the hotel and 500 apart-
ments will be built. All the apart-
ments will be fully renovated and 
furnished come completion.

 Q. How can we diff erentiate 
your projects from those of 
competitor companies?

 A. The natural locations of our 
projects give us the opportunity 
to obtain a strong competitive ad-
vantage that we use to full capac-
ity. We are taking advantage of 
the natural green resources that 
the locations provide, and multi-
plying this by importing further 
plants and trees from Europe. Our 
80/20 concept that implies de-
veloping on location’s 80% parks, 
recreational spaces and additional 
infrastructure, leaving only 20% 
for residential houses. We have a 
master plan for each of our projects 
which we follow. This includes not 
only buildings but plants, parks and 
leisure infrastructures. This serves 
an additional guarantee that noth-
ing will change in the complex after 
purchasing an apartment in it. 

Q. What’s the next big thing 
Lisi Development is going to 
off er in the nearest future?

 A. We are not just standing still 
in one place and are instead devel-
oping in multiple directions. First, 
we are starting a third neighbour-
hood in the form of the extraordi-
nary project ‘Green Tower’ in Green 
town. Second, we are developing 
planning and further developing 
the Kokhta-Mitarbi region. And last 
but not least, we have already start-
ed a plan for a huge project on the 
Black Sea, the details of which will 
be revealed in the nearest future.

Lisi Development and 
Kokhta Mitarbi Resort 
Open New Sales Office

Widest gap for 
restaurants and 
hotels and for 
alcohol and tobacco

The FINANCIAL 

In 2017, price levels for consumer 
goods and services diff ered widely 
in the European Union (EU). Den-
mark (142% of the EU average) had 
the highest price level, followed 

by Luxembourg (127%), Ireland and 
Sweden (both 125%), Finland (122%) 
and the United Kingdom (117%). At 
the opposite end of the scale, the low-
est price level was found in Bulgaria 
(48%), while Romania (52%) and Po-
land (56%) were just above 50% of the 
average. In other words, price levels for 
consumer goods and services in the EU 
varied by almost one to three between 
the cheapest and the most expensive 
Member State.

Food price 
levels highest in 
Denmark, lowest 
in Poland and 
Romania

In 2017, the price level of a compa-
rable basket of food and non-alcoholic 
beverages across the EU was more 
than twice as high in the most expen-
sive Member State than in the cheap-
est one. Price levels ranged from 62% 
of the EU average in Romania and 65% 
in Poland, to 150% of the average in 
Denmark, followed by Sweden (126%), 
Austria (125%), Luxembourg (123%), 
Finland (118%), Ireland (117%), Bel-
gium, France and Italy (all 112%).

Alcohol and tobacco 
most expensive in 
Ireland and the 
United Kingdom

Price levels for alcoholic beverages 
and tobacco showed signifi cant varia-
tions between the EU Member States. 
The lowest price level in 2017 was 
registered in Bulgaria (56% of the av-
erage), ahead of Romania (69%) and 
Hungary (70%). At the opposite end 
of the scale, the highest prices were 
observed in Ireland (174%) and the 
United Kingdom (157%), followed at a 
distance by the three Nordic EU Mem-
ber States – Finland (139%), Sweden 
(127%) and Denmark (123%). It should 
be noted that this large price variation 
is mainly due to diff erences in taxa-
tion of these products among Member 
States.

Restaurants and 
hotels more than 
3 times more 
expensive in 
Denmark than in 
Bulgaria

Restaurants and hotels is another 
category where large diff erences in 
price levels were observed. Price lev-

Price levels 
varied by almost 
one to three 
across the EU 
Member States

Continued on p. 8
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The FINANCIAL -- Nearly 66 
percent of global manufac-
turing CEOs say acting with 
agility is the new currency of 
business and that if they are 
too slow, they will be bank-
rupt, according to the 2018 
KPMG Global Manufacturing 
Outlook.

The survey fi ndings, re-
vealed, show that while CEOs 
are ready and energized to 
lead their organizations into 
the digital future, 70 percent 
feel the lead times required 
to move large, resource heavy 

organizations in a new direc-
tion are daunting. More than 
50 percent say Boards have an 
unreasonable expectation for 
a ROI on digital transforma-
tion. And while CEOs recog-
nize the need to keep up with 
market disruptors, mistakes 
prove costly on a large scale 
and many CEOs have not yet 
taken the steps required to 
radically change outdated 
ways of doing business. Some 
33 percent agree their orga-
nization is struggling to keep 
pace with technological inno-

vation, according to KPMG.
Yet global manufacturing 

CEOs are positive about the 
opportunities for change and 
growth, with 95 percent of 
CEOs agreeing the fourth in-
dustrial revolution is an op-
portunity, not a threat.

“Manufacturers are at vast-
ly diff erent stages of transfor-
mation, and while some have 
organized well and started 
early, ROI is far from guaran-

Ready to lead, 
but struggling 
to keep pace

Continued on p. 8
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The FINANCIAL -- Extending 
people’s working lives to refl ect the 
ageing of their populations could 
release massive untapped value 
for their economies to the tune of 
US$3.5 trillion across the OECD as 
a whole in the long run.

Iceland, New Zealand and Israel 
are the leaders in boosting employ-
ment rates among older workers, 
setting a model for others to follow, 
according to the latest research by 
PwC.

Between 2015 and 2050, it’s es-
timated that the number of people 
aged 55 and above in the 35 OECD 
countries will increase by almost 
50% to over 500 million. But how 
many of these half a billion people 
will be working?

PwC’s Golden Age Index bench-
marks, ranks and analyses the per-
formance of OECD countries in fos-
tering older people’s participation 
in the workforce through employ-
ment and training data. It reveals 
how large potential economic gains 
are available if employment rates 
for those over 55 can be raised to 
those of the top performers.

Current employment rates for 
workers aged 55-64 vary dramati-
cally across the OECD, from 84% in 
Iceland and 78% in New Zealand to 
38% in Greece and 34% in Turkey, 
according to PwC.

For example, increasing the 
over-55 employment rate to New 
Zealand levels could deliver a long-
run economic boost worth around 
US$815 billion in the US, US$406 
billion in France and US$123 bil-
lion in Japan - with the total poten-
tial gain across the OECD adding 
up to around US$3.5 trillion. This 
economic uplift would be combined 
with signifi cant social and health 
benefi ts from older people leading 
more active lives and having higher 
self-worth through continuing to 
work where they wish to do so.

For governments, ways to realise 
these benefi ts include reforming 
pension systems and providing 
other fi nancial incentives to en-
courage later retirement – steps 
that several countries are already 
prioritising.

Signifi cantly, the top-perform-
ing countries on the Index tend to 
share a number of characteristics, 
including a labour market that sup-

ports fl exible working and the im-
plementation of reforms targeted 
at older workers, such as redesign-
ing jobs to meet physical needs. 
Successful policy measures include 
increasing the retirement age, sup-
porting fl exible working, improv-
ing the fl exibility of pensions, and 
providing further training and sup-
port help older workers become 
‘digital adopters’.

To help governments take the 
right actions, PwC has used this 
year’s update of the Golden Age 
Index to carry out a rigorous sta-
tistical analysis of the underlying 
drivers of higher employment rates 

for older workers across 35 OECD 
countries, according to PwC.

The fi ndings from this analysis 
include that fi nancial incentives 
like pension policy and family ben-
efi ts can infl uence people’s decision 
to stay employed, and that longer 
life expectancy is associated with 
longer working lives. The study 
also shows that fl exible working 
and partial retirement options can 
pay dividends for employers, as can 
redesign of factories, offi  ces and 
roles to meet the changing needs 
and preferences of older workers.

A further area that the latest 
Golden Age Index examines con-

cerns the implications for older 
workers of rising use of artifi cial in-
telligence (AI) and related automa-
tion technologies in the workplace. 
It fi nds that these technologies 
raise both potential opportunities 
and challenges for the over-55s.

Up to 20% of the existing jobs 
of older workers could be at risk of 
automation over the next decade, 
so retraining and lifelong learn-
ing will be critical to enable older 
workers to take up the many new 
job opportunities that AI and re-
lated technologies will create.

Note: The Organisation for Eco-
nomic Co-operation and Devel-

opment is an intergovernmental 
economic organisation with 37 
member countries, founded in 
1961.

The 34 OECD member countries 
are: Australia, Austria, Belgium, 
Canada, Chile, Czech Repub-
lic, Denmark, Estonia, Finland, 
France, Germany, Greece, Hun-
gary, Iceland, Ireland, Israel, Italy, 
Japan, Korea, Luxembourg, Mex-
ico, the Netherlands, New Zea-
land, Norway, Poland, Portugal, 
Slovak Republic, Slovenia, Spain, 
Sweden, Switzerland, Turkey, the 
United Kingdom, and the United 
States. 

Extending people’s working lives could add 
US$3.5 trillion to OECD GDP in long run

The FIANANCIAL 

T he percentage of employed 
persons aged 15 to 64 in the 
European Union (EU) who 
usually work from home 
stood at 5.0% in 2017. This 

fi gure was highest in the Nether-
lands (13.7%), followed by Luxem-
bourg (12.7%) and Finland (12.3%), 
and lowest in Bulgaria (0.3%) and 
Romania (0.4%). Working from 
home was slightly more common in 
the euro area (5.7% of employed per-
sons) than in the EU as a whole.

The percentage of employed per-
sons in the EU who sometimes work 
from home has increased steadily 
over the years, from 7.7% in 2008 
to 9.6% in 2017, although the fi gure 
in 2017 was down slightly from 2016 
(9.8%).

In the EU, more self-employed 
persons usually worked from home 
(18.1%) than employees (2.8%). This 
was true in all Member States.

More women than 
men work from 
home in most 
Member States

In 2017, a slightly higher proportion 
of women in the EU usually worked 
from home (5.3%) than men (4.7%). 
However, in a few Member States, the 
situation was the reverse, with more 
men usually working from home than 
women. This was noticeably the case 
in the Netherlands (14.7% of men, 
compared to 12.6% of women) and 
Denmark (9.5% compared to 7.6%).

Working from 
home becomes 
more common 
with age

The frequency of working from home 
increases with age. Only 1.6% of 15- 24 
year-olds in the EU usually worked 
from home in 2017, rising to 4.7% of 25-
49 year-olds and 6.4% of 50-64 year-
olds. The highest proportion of 15-24 
year-olds who regularly worked from 
home was recorded in Luxembourg 
(10.4%), way ahead of the next-closest 
Member State, the Netherlands (4.2%).

For the other age categories, the 
Netherlands came out top (14.8% 
of 25-49 year-olds and 16.6% of 50-
64 year-olds), followed by Finland 
(13.1% of 25-49 year-olds and 13.6% 
of 50-64 year-olds).

Working from home in the EU
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 The Georgian Army Rules

D emocracy’s need 
for political par-
ties is fundamen-
tal is almost never 
questioned but 

some countries have fi gured 
out how to have democracy 
without political parties. 
These smart nations are the 
six Pacifi c islands of Nauru, 
Tuvalu, Palau, the Marshall 
Islands, Kiribati and the Fed-
erated States of Micronesia. 
I am sure that very few read-
ers of this column have ever 
even heard of them. But we 
Georgians know them, at least 
Nauru and Tuvalu and not 
because our high school ge-
ography curriculum is biased 
towards the largest ocean. 
It’s simply because these two 
democracies (considered as 
such by reputable interna-
tional organizations) decided 
to toe the Kremlin’s line and 
recognize occupied territories 
of Georgia as independent 
states in 2011. 

These democracies basical-
ly exist in these countries be-
cause of their very small island 
populations and the existence 
of clannish traditional institu-
tions that commonly facilitate 
party interests. Some of them 
do not even have a capital city 
or army but alas, they are far 
from us and protected by Aus-
tralia, New Zealand and UK, 
so there is no chance to send 
a Georgian aircraft carrier or 
nuke them into the ocean. 

Political parties do exist in 
Georgia. Except for the Soviet 
period, we have been enjoying 
multiparty democracy. In free 
Georgia, especially during 
the last 28 years, much eff ort 
has been made to strengthen 
the culture of political par-
ties. Thanks to the dedicated 
support from the European 
Union and the United States, 
our political landscape be-
came professional, despite 
a couple of instances when 
governments were changed 
unconstitutionally (and on-
going temptations by some to 
do so again). 

The Army – another vital 
institution in any democracy 
– was always an important 
and integral part of Georgian 
society. Fifteen men and one 
women headed the Georgian 
Army since independence in 
1990. Not all of them were 
nice and soft-spoken, and 
only a few were truly dedi-
cated ministers. However, 
the army never interfered in 
politics or joined special po-
lice troops in cracking down 
on peaceful demonstrators, at 
least for the last 25 years. 

At fi rst glance, this seems 
strange since some political 
authorities in Georgia’s recent 
history appeared to be ready 
to do anything to secure their 
power, including the deploy-
ment of the army on streets 
against civilians or alleged 
terrorists. But personally, I 
think that our army stirred 
clear of such trouble not only 
because we had strong civil-
ian control in place, but also 
because the Georgian Army 
quickly Westernized, espe-
cially compared to other 
institutions. By Westerniza-
tion I mean very straightfor-
ward things: for many years 
now, Georgian offi  cers have 

been studying at the best EU 
and US military academies, 
thousands of men and wom-
en served in Iraq, Kosovo 
and Afghanistan and fought 
shoulder to shoulder with our 
allies, constant training by the 
most advanced militaries, our 
desire and hard work to in-
troduce NATO standards and 
of course our dream – to one 
day became part of the North 
Atlantic Treaty Organization. 

In parallel to institution 
building and training, the 
Georgian army had to fi ght 
against Russia’s regular army 
on several occasions to de-
fend our territorial integrity. 
Unfortunately, but not sur-
prisingly, we lost these wars. 
Nevertheless, Georgian soci-
ety has never been angry or 
disappointed with the army. 
Georgians have always had 
positive attitudes towards 
the institution and positive 
sentiments over the last two 
decades have signifi cantly 
grown. 

Today, a large majority of 
Georgians (74%) has either 
a “great deal” or “quite a lot” 
of confi dence in the army, 
rising 23% since 1995 (51%). 
Interestingly, based on recent 

opinion surveys, young Geor-
gians are the most support-
ive among other age cohorts, 
as are men and rural dwell-
ers. Alongside the Church, 
the Georgian Army is the 
most trusted institution, but 
the former has suff ered sig-
nifi cantly after recent prison 
scandals and internal contro-
versy.  

But when it comes to confi -
dence of political parties over 
the last 25 years, the trend 
moves backwards. It has de-
creased from 33% in 1995 
to only 14% in 2018.  This is 
a sad story because we need 
multi-party democracy and 
confi dence in the party sys-
tem should stay high. The 
only good story here is that 
despite this downturn it is not 
at all likely that the Georgian 
Army will take over power 
and run the country. 

Political parties are de-
scribed as groups of people 
that share similar political 
ideas but in Georgia, we al-
ways had a group of people 
who shared the same politi-
cal leader. Consequently, the 
multiparty system has suf-
fered and lost confi dence 
among the public. How to 

restore this confi dence is not 
a million-dollar question, at 
least for me and I understand 
that I may be very subjective 
here. It is like in real life or in 
business, the market should 
regulate everything with 
minimal state intervention. 
The Georgian state is spend-
ing millions of Gel in sup-
port of key political parties 
and our western friends are 
also spending serious amount 
of resources to strengthen 
the political party system 
via trainings and knowledge 
sharing. None of this seems 
to be working all that well, 
at least based on population 
surveys.  

And here is my free advice: 
we need new, young and dy-
namic faces, no longer the 
same losers that have domi-
nated the TV screens for de-
cades but never managed 
to win any elections or even 
(and this is true for most of 
them!) overcome a threshold 
without a “little bit of help” 
from above.  I am not heart-
less, and I know most of them 
in person, but those parties 
and politicians receive money 
from political dark holes and 
even worse – Russia. They 

simply failed to secure room 
via competitive elections 
and this is happening over 
and over again. I think it is 
high time that party leaders 
stepped down and gave the 
fl oor to younger members, 
fresh faces, more dynamic 
and fast thinking people with 
the bigger picture in mind. 
Experimenting will not harm 
most of them and it would 
provide a small opportunity 
for change.  

Georgia does not need 
Brezhnev-type politicians. 
We simply do not have time 
to wait until aging small 
party leaders go into retire-
ment. The widespread idea 
that the young cannot run a 
country is simply false. I have 
read several criticisms about 
the new Prime Minister, Mr. 
Bakhtadze (36) who is dis-
liked by some social media ac-
tivists because of his age and 
I am dead sure that most of 
these fellows still enjoy listen-
ing to members of the 27 Club. 
When it comes to determining 
an appropriate age for gov-
erning or managing things, 
I always mention one great 
fact: the average age of the 
Apollo space program scien-
tists was 28. They solved un-
seen problems and landed 12 
men on the Moon. Compared 
to these challenges, managing 
Georgia should not require an 
age limit of over 50.   

 
 Note: I would like to 

extend special appreciation 
to Ani Lortkipanidze who 
assisted with the analysis 

and charts featured in this 
article

GORBI is an exclusive 
member of the Gallup 
International research 

network and has more than 
two decades of experience 
in survey research (gorbi.

com)
 

MERAB PACHULIA, GORBI

2018 1995
Total: 74 51
Urban 71
Rural 81
Male 77
Female 71
Age
18-24 84 48
25-34 67 46
35-44 70 52
45-54 67 56
55-64 78 49
65 and over 77 56

Graph 1. Confi dence in Army and Party (%) Table 1. Confi dence in Army by demographic vari-
ables (%)

Source: GORBI, European Values Survey, 2018 and 2008; World Values 
Survey, 1995.

Source: GORBI, European Values Survey, 2018; 
World Values Survey, 1995.

els ranged from 60% or less of the EU 
average in Bulgaria (45%), Romania 
(53%) and the Czech Republic (60%) to 
151% in Denmark and 146% in Sweden.

Smaller disparities for 
consumer electronics, 
personal transport 
equipment and clothes

Consumer electronics is a group of 
products where prices diff ered less 
among Member States, ranging from 
86% of the average in Ireland to 110% 
in Denmark and France. Clothing is 
another group of products showing a 
smaller price disparity among Member 
States, with Bulgaria (80% of the aver-
age) cheapest and Sweden (134%) most 
expensive. With the noticeable excep-
tion of Denmark (144% of the average) 
and the Netherlands (121%), price dif-
ferences among Member States were 
also limited for personal transport 
equipment, from 81% in Slovakia to 
111% in Finland, Ireland and Portugal.

Price levels 
varied by almost 
one to three 
across the EU 
Member States
Continued from p. 4

teed and many are overwhelmed by 
the sheer scale of change required to 
realize benefi ts of digitization,” says 
Doug Gates, Global Chair of KPMG’s 
Industrial Manufacturing practice. 
“Starting this journey is absolutely 
critical. Lay out a long-term strat-
egy and roadmap. Start with steps 
that will achieve near-term value 
while laying the foundation for the 
new business opportunities that will 
come from interconnectivity and a 
broad access to data.”

Machines will 
augment workers

The future for the manufacturing 
workforce is bright, with 66 percent 
agreeing that AI will create more 

jobs than it eliminates, and the same 
amount predicting that data scien-
tists will be the most sought-after 
experts in manufacturing. And while 
predictive analytics are not prized, 
with 50 percent having low regard 
for their ability to predict trends, AI 
is seen by CEOs as having a strategic 
benefi t rather than one of cost sav-
ings. And similarly to CEOs across 
industries, manufacturing CEOs be-
lieve intuition is a key growth driv-
er. Says Gates, “the full benefi ts of 
digital transformation are unlikely 
to materialize unless the strategy en-
compasses the entire organization. 
It entails embracing new technolo-
gies in the back offi  ce, across shop 
fl oors and into the supply chains.”

Cyber security 
is paramount - 

manufacturing 
industry primed 
for attack

Manufacturing CEOs believe 
cyber-attacks in the industry are a 
case of “when, not if.” Cyber secu-
rity worries are greater in manu-
facturing than other global indus-
tries, with only 50 percent feeling 
well prepared to identify new cyber 
threats, 14 percentage points fewer 
than CEOs in other industries. Says 
Gates, “as manufacturers increas-
ingly rely on connectivity between 
systems and processes, and most 
importantly suppliers and partners, 
there are new areas of vulnerabil-
ity to protect against. Readiness to 
respond to any cyber event should 
be forefront on CEOs minds as they 
implement new technologies.”

Globalism 
offers both 
opportunities 
and threats

With 55 percent of CEOs agreeing 
that a return to territorialism is the 
greatest threat to business growth 
(ahead of cyber security and dis-
ruptive technology), it’s clear that 
today’s geopolitical uncertainties 
are seen to have a uniquely worry-
ing effect on manufacturing com-
pared to other sectors. However, 
CEOs also see emerging markets 
as a source of growth for the next 
three years, with Eastern Europe, 
Central America and Asia Pacific 
topping lists for possible expan-
sion.

Ready to lead, but 
struggling to keep pace
Continued from p. 5
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The Georgian Electricity Distribution 
Market is becoming more concentrated

By MARIAM CHACHAVA1 
and NORBERTO PIG-

NATTI2

ISET

In April 2018, Georgian 
power plants generated 
1,064 mln KWh of elec-
tricity. This represents 
a 30% increase in total 

generation, compared to 
the previous year (in April 
2017, total generation was 
817.2 mln. kWh). On a 
monthly basis, generation 
increased by 7% (in March 
2018, total generation was 
997 mln. kWh).  Consump-
tion of electricity on the 
local market was 981 mln. 
KWh (+5% compared to 
April 2017, and -12% with 
respect to March 2018). 

Total electricity con-
sumption in Georgia 
came from Energo-Pro 
Georgia (49% - 485 mln. 
kWh), Telasi (24% - 237 
mln. kWh), Abkhazia 
(15% - 149 mln. kWh), and 
direct customers (11% 
- 109 mln. kWh) (Figure 
2). Annual demand from 
Energo-Pro Georgia in-
creased by 16%, compared 
with 9% from Telasi and 1% 
from Abkhazia. Demand 
from direct consumers de-
creased by 14%.

Energo-Pro Georgia is 
the largest consumer of 
electricity. The share of 
electricity consumed by 
Energo-Pro Georgia has 
been increasing over the 
years (See Figure 3). In 
April 2018, it had the high-
est share in comparison to 
previous years (in the same 
month). 

One of the main reasons 
for such a large increase 
in the share of electricity 
consumption coming from 
Energo-Pro Georgia is that 
in August 2017, Energo-
Pro Georgia bought Kakhe-
ti Energy Distribution and 
became the only supplier 
of electricity in the regions. 
After this merger, Energo-
Pro Georgia serves more 
than 1,200,000 consumers 
and its service area cov-
ers 58 846 sq.km, which 
is about 85% of the total 
area of the country. To see 
how this merger aff ected 
the competitiveness of 
the electricity distribution 
market, we calculated the 
Hirschmann-Herfindahl 
(HHI) Market Concentra-
tion Index (see fi gure 4). 
The HHI is the sum of the 

squares of the percent-
ages of market shares of 
distributor companies and 
measures how competitive 
the market is. HHI has a 
maximum value of 10,000, 
which means that a mar-
ket is a perfect monopoly. 
Higher values for HHI 
implies that the market 
is more concentrated and 
less competitive. There are 
two main factors driving 
HHI: the number of par-
ticipants on the market and 
how market shares are dis-
tributed. A low number of 
participants and unevenly 
distributed shares both 
contribute to an increase in 
the Index value.

According to the avail-
able data, since 2011, the 
Georgian electricity dis-
tribution market has con-
sistently been highly 
concentrated.3 This is 
not surprising, because 
between 2011 and 2017, 
there were only four dis-
tributor companies (plus 
direct consumers, who had 
15-25% of market share), 
whose market shares were 
not evenly distributed (for 
example, Kakheti Energy 
Distribution had 2-3% of 
the market, while Telasi 
and Energo-Pro Georgia 
covered 25-40 % of the 
market in this period). 

HHI signifi cantly 
dropped from 2014 to 
2015. One of the main rea-
sons for such a big drop was 
the fl uctuation in market 
shares (with market shares 
of larger operators shrink-
ing and those of smaller 
operators increasing). 
Before 2014, Energo-Pro 
Georgia was consuming 
more than half of available 
electricity (51%-52%). Dur-
ing 2015-2017, Energo-Pro 
Georgia’s share dropped to 
47%-48%, while Telasi’s 
share increased to 25%-
26% (from 22-23%). Af-
ter 2017, there was a sig-
nifi cant increase in HHI, 
mainly because of the 
merger between Energo-
Pro Georgia and Kakheti 
Energy.

Kakheti Energy Distri-
bution’s share was usually 
about 2-3%. Therefore, if 
consumption remained 
more or less the same, 
Energo-Pro Georgia’s 
share would be currently 
around 44-45%, (still less 
than 49%). This implies 
that not only has the size 
of the company increased, 
but demand for electric-
ity from the regions has 
also increased. Indeed, in 

April 2017, 417 mln KWh 
of electricity was supplied 
to Energo-Pro Georgia and 
Kakheti Energy Distribu-
tion, while in April 2018 
(after merging these two 
electricity distribution 
companies), 484.5 mln 
KWh of electricity were 
supplied to Energo-Pro 
Georgia. One of the rea-
sons, why electricity con-
sumption has increased, 
may be the increased bit-
coin mining4 .

How can more con-
centrated markets af-
fect the consumers?

Having monopolies on 
the electricity distribu-
tion market of the regions 
means that consumers do 
not have freedom of choice 
to decide which supplier to 
use. Therefore, suppliers 
have market power and can 
set higher prices than in 
competitive markets. How-
ever, the merger of these 
two distributor companies 
has not changed the situa-
tion for consumers living in 
the Kakheti region. Before 
August 2017, they still had 
only one supplier (Kakheti 
Energy Distribution) and 
they could not get electric-
ity from other companies. 
As for prices, Georgian Na-
tional Energy and Water 
Supply Regulatory Com-
mission controls them, 
so that monopolists can-
not get as much benefi ts 
from monopolistic power, 
as they could get in other 
(non-regulated) industries. 
This highlights how impor-
tant is to have a competent 
and effi  cient Regulatory 
Authority in place.

With good regulation, 
consumers could even get 
benefi ts from the merger, 
if Energo-Pro Georgia gen-
erates effi  ciency savings or 
improvements in the qual-
ity of service greater than 
those that would have been 
experienced by smaller dis-
tribution companies and 
the regulators transferred 
part of the gains to con-
sumers by setting lower tar-
iff s. 

1. Junior Researcher, EE-
PRC - ISET PI.

2. Professor, ISET and ISET 
PI.

3. The US Department of 
Justice considers an HHI of 
2,500 or above to be highly 
concentrated and an HHI of 
1,500–2,500 to be moderately 
concentrated

4. According to World Bank 
data, 5% of Georgian house-
holds are involved in the bitcoin 
mining process.

Continued from p. 2
Figure 1. Electricity Consumption and Generation (mln. kWh)

Figure 2. Electricity Consumption by Type of Customer (mln. kWh)

Figure 3. Share of Electricity Consumed by Energo-Pro Georgia

Figure 4. Hirschman-Herfi ndahl Index for Electricity Distribution



11

FINCHANNEL.COM | 25 JUNE, 2018
HEADLINE NEWS & ANALYSIS

publicitypublicity

A ll started with a 
dream of four Geor-
gian friends (Irakli 
Kokrashvili, Mikheil 
Chkhartishvili, Ga-

briel Meliva & George Dalakish-
vili) to create something unbeliev-
able. There was huge challenges 
for them, they wanted to create 
something unique and give people 
a great experience: To inspire peo-
ple’s Imagination; By crafting vir-
tual reality; By bursting the reality; 
By changing people’s perspectives 
to change their point of view.

Their playground diff ers from 
competitors. Four key elements 
makes their product A quality: 
Spatial perception; Original visu-

al; Original sound eff ects; Unique 
gameplay.

The tech team has 10+ years ex-
perience of working in the gaming 
sector. The lead developer Irakli 
Kokrashvili has been working in 
the gaming industry for 15 years 
heading creation of the award-
winning products. The project led 
by him was as a runner-up of the 
3D Jam by Leap Motion. His team 
designed one of the most popular 
Georgian steam VR games VRZ: 
torment. Collaboration with a 
well-known game designer Mark 
Rein-Hagen brought more suc-
cessful projects including creation 
of a large number of mobile games.

Interview with the Team: 

Our team is created by the 
people passionate about technol-
ogy and gaming. We believe in 
the power of the team work where 

each member is ready to walk the 
extra mile. We are sure that VR 
gives us an opportunity to more 
effi  ciently and sustainably change 
public perception.

VRium creates a fully immersive 
experience by combining physical 
and digital worlds. We are es-
tablished in the VR gaming and 
produce hardware and software 
which together build a completely 
new dimension. VR experience 
allows audience members to feel 
like they are actually in another 
place and as if they have become 
another person. It is a 360 degree 
view of a new world - our fi rst Hy-
per reality game “GENESIS” has 
recently been launched in Tbilisi 
Mall, at “VR House” territory.  

We work hard to inspire, create, 
and explore, introducing amazing 
possibilities of the VR technology. 
We are sure VR will fundamen-
tally change the entertainment 
world. The VR technology is con-
sidered as one of the cutting-edge 
technologies holding endless pos-
sibilities in all fi elds of life and 

especially in the entertainment 
industry. We are at the forefront 
of the VR game development. 

The market for the VR software 
and hardware has been steadily 
evolving: the research shows 
the growth from US3.7 billion in 
2016 to 12.1 billion in 2018 with 
the prediction of growing up to 
40.4 billion by 2020*. As one of 
the fastest growing industries, 
the VR technology is in the spot-
light with a potential of becoming 
the leading tech industries in the 
coming years. VRium has entered 
the market with a strong product 
which is constantly developing. 

Currently our company is on 
Seed capital stage and we are 
actively working on fi nding new 
experienced investors in VR fi eld 
from all over the world. The tech-
nology we create is world standard 
and is improving permanently. 

For more information please 
visit our web page: 
www.vrium.zone 

VRium - The Crafters of Virtual Rality

The FINANCIAL -- Employ-
ees who are satisfi ed with 
their jobs are more likely to 
volunteer in the community 
than those who are unhappy 
at work, a new study from 
Middlesex University Lon-
don and the London School of 
Economics and Political Sci-
ence has found.

The study, published in the 
British Journal of Industrial 
Relations, tracks changes in 
job satisfaction over time for 
over 12,000 British employ-
ees and shows that as job sat-
isfaction increases employees 
are more likely to volunteer 
in their free time and to vol-
unteer more often. Likewise, 
when job satisfaction decreas-
es, employees are more likely 
to retreat from volunteering, 
according to LSE.

The researchers measured 
job satisfaction on a scale of 
one to seven and found the 
chance of an employee volun-
teering increased by 6.5 per 
cent with every increase of 
satisfaction on the scale.

The study also fi nds that 
commuting time has a detri-
mental eff ect on volunteering. 
The fi ndings show that those 
who commute for 50 min-
utes are 9 per cent less likely 
to volunteer than those who 
commute for 20 minutes.

The researchers suggest 
this could be due to employ-
ees seeing increased commut-
ing time as stress-inducing 

and disruptive to the pattern 
of their day. Moreover, as 
long commuting means less 
time spent in the community, 
employees with long journeys 
to work may become less at-
tached to their local area, ac-
cording to LSE.

At a time when many com-
panies aim to fulfi l broader 
social goals through volun-
teering programmes for their 
workers, the fi ndings of this 
study suggest that paying 
more attention to the job sat-
isfaction of their employees 
could also signifi cantly in-
crease their social impact.

Commenting on the role 
of companies, Dr Daniela 
Lup from Middlesex Univer-
sity London said: “The fi nd-
ing that job satisfaction af-
fects employees’ volunteering 
should trigger a more serious 
investigation into the quality 
of work experiences provided 
by companies. Unless compa-
nies pay closer attention to job 
quality, their claims of citizen-
ship behavior via volunteering 
could likely be challenged.”

As the state is becoming 
less involved in the delivery of 
public services and is looking 
to boost individuals’ engage-
ment in their communities, 
the fi nding that commuting 
is detrimental to volunteering 
suggests that local volunteer-
ing initiatives could be en-
riched if the realities of work 
life are considered.

Happy workers more likely to 
volunteer in their free time



12

25 JUNE, 2018 | FINCHANNEL.COM
HEADLINE NEWS & ANALYSIS

FactCheckFactCheck

Kakha 
Okriashvili:

THE MP, A FOUNDER OF THE 
PHARMACEUTICAL COMPANY PSP

Levan TEVDORADZE
FactChek

VERDICT:
Kakha Okriashvili’s state-

ment is FALSE.

RESUME:  
Figures in Kakha Okriash-

vili’s statement are mostly 
factually accurate although 
the data are wrongly inter-
preted. Specifi cally, the World 
Bank’s information, which 
Kakha Okriashvili uses in the 
fi rst part of his statement, has 
limitations related to content 
and technical characteristics. 
The World Bank calculates 
the number of individual loan 
agreements concluded with 
commercial banks per 1,000 
adults and not the number of 
debtors. Therefore, the afore-
mentioned indicator cannot 
adequately show the number 
of debtors. In addition, the 
World Bank’s data do not 
include the aforementioned 
indicator for each country. 
The list incorporates only 70 
countries. Georgia is ranked 
3rd (after Singapore and Tur-
key) in the list and not in the 
world as claimed by the MP.

In the second part of his 
statement, Kakha Okriash-
vili used the ratio of bank 
interest income to total sal-
ary to highlight the fi nancial 
burden owed to commercial 
banks. The use of this indica-
tor to emphasise a fi nancial 
burden is inappropriate. The 
estimated amount of salary in 
the indicator does not equal 
the total income of a coun-
try’s population but, in fact, is 
less. In addition, the indicator 
shows the labour remunera-
tion of all employed individu-

als and not only those in debt. 
On the other hand, the total 
amount of funds spent on in-
terest rate service includes the 
obligations of legal entities 
as well as individuals. At the 
same time, the total income 
from interest rate service 
which banks receive from in-
dividuals is 14.3% of the total 
labour remuneration instead 
of 30% as claimed by the MP. 
The aforementioned indica-
tor shows the obligations to 
commercial banks alone and 
does not include obligations 
to every fi nancial institution. 
However, the MP only em-
phasised the obligations to-
ward commercial banks in his 
statement.

ANALYSIS:
Georgian Dream mem-

ber, Kakha Okriashvili, in his 
speech before the Parliament 
of Georgia, stated that of ev-
ery 1,000 persons in Georgia, 
700 of them have bank loans 
and Georgia ranks second in 
the world in accordance with 
the over indebtedness index. 
The MP added that nearly 
30% of the population’s total 
annual income is spent on 
servicing bank interest rate 
payments. 

The World Bank publishes 
data of debtors in diff erent 
countries per 1,000 adults. 
In the fi rst part of his state-
ment, Kakha Okriashvili 
speaks about this indicator. 
In accordance with the World 
Bank’s information, of every 
1,000 persons in Georgia, 724 
individuals had commercial 
bank loans in 2016 (updated 
data are not available) which 
is highest fi gure throughout 
the accounting period. This 
indicator showed a constant 
growth in 2010-2014. In 

2015, the fi gure decreased to 
685 persons in contrast to the 
previous year. The fi gure in-
creased again in 2016. 

Of note is that, The World 
Bank calculates this indica-
tor by the number of loan 
agreements concluded by 
citizens. Therefore, the fi gure 
refl ects the number of bank 
loan agreements per 1,000 
individuals and not the actual 
number of debtors. Hence, 
the number of commercial 
bank debtors per 1,000 per-
sons is lower as compared to 
what the fi gure shows. In the 
World Bank’s data, Georgia 
is ranked 3rd after Singapore 
(1,233) and Turkey (804) in 
terms of the number of debt-
ors to commercial banks. Of 
note is that the World Bank 
uses the data of only 70 coun-
tries for this indicator. There-
fore, a discussion on Georgia’s 
position in the world ranking 
based on this aforementioned 
indicator is irrelevant.

In addition, the growth of 
bank loan consumer numbers 
does not necessarily mean 
that this is a negative trend. 
Increased access to fi nancial 
resources is a part of a healthy 

economic process. It is of 
paramount importance that a 
debtor pays his dues. 

In the second part of his 
statement, Kakha Okriashvili 
spoke about the ratio of inter-
est rate service expenditures 
to the population’s total an-
nual income. In accordance 
with the NBG’s information, 
the total interest income of 
commercial banks was GEL 
2.76 billion at the end of 2017 
whilst other incomes associ-
ated with debt service (com-
missions, penalties, etc.) 
increased that fi gure to GEL 
3.13 billion. Of note is that the 
aforementioned fi gure con-
stitutes a sum and includes 
funds from legal entities as 
well whilst interest income 
from individuals amounts to 
GEL 1.58 billion. 

The total income which the 
politician emphasised in his 
speech is the amount of la-
bour remuneration generated 
in Georgia in a specifi c year. In 
accordance with the informa-
tion of the National Statistics 
Offi  ce of Georgia, this fi gure 
was GEL 11.03 billion in 2017. 
The ratio of bank interest in-
come to total income was 25% 

last year and 28.4% if also 
including the non-interest in-
come. Despite this, the given 
ratio does not appropriately 
describe the volume and bur-
den of interest income. On the 
one hand, the total income of 
a population is higher as com-
pared to labour remuneration 
only. On the other hand, the 
aforementioned fi gure shows 
the total labour remunera-
tion of all employed people in 
Georgia and not exclusively 
the salaries of those people 
who have debts to fi nancial 
institutions. At the same time, 
the total interest income in-
cludes the obligations of legal 
entities as well whilst inter-
est income from individuals 
alone (GEL 1.58 billion) is 
only 14.3% of the total annual 
labour remuneration. Of note 
is that these fi gures only in-
clude obligations to commer-
cial banks and do not include 
obligations to other fi nancial 
institutions. Therefore, they 
show the population’s obli-
gations in a reduced form, 
although Kakha Okriashvili’s 
statement made emphasis on 
the debts of citizens to com-
mercial banks. 

In general, whilst speaking 
about the existence of over-
indebtedness, there is no in-
ternationally recognised defi -
nition or universal formula for 
its measurement. One of the 
criteria of over-indebtedness 
could be the ratio of domestic 
household loans to the GDP 
as well as the amount of over-
due loans. In accordance with 
the National Bank of Geor-
gia’s data, the total amount 
of loans issued for Georgia’s 
residents (both legal enti-
ties and physical persons) by 
commercial banks amounted 
to GEL 21.4 billion in 2017. Of 
that amount, GEL 11.8 billion 
was issued to individuals.

Together with the amount 
of loans issued for individuals, 
the ratio of loans to the GDP 
showed a constant growth in 
the period of 2011-2017. In 
2017, the ratio of commercial 
bank loans for individuals to 
the GDP was 31% of the then 
GDP. This fi gure is lower as 
compared to Georgia’s neigh-
bour countries. The ratio of 
domestic household debt to 
the GDP is within the margins 
of 15%-16% in Armenia and 
Russia whilst it is 17.5% in the 
case of Turkey. The general 
tendency indicates that the 
ratio is much higher in devel-
oped countries and lower in 
less developed economies.

In regard to the volume 
of overdue loans, the total 
amount of overdue loans in 
Georgia was GEL 378 million 
as of April 2018 and constitut-
ed 1.65% of the total amount 
of loans. In light of the abso-
lute growth of overdue loans 
in the last years(which is nat-
ural considering the increased 
amount of issued loans), its 
share in the total amount of 
loans is characterised by a 
sharp tendency of decrease. 

 “Of every 1,000 persons in 
Georgia, 700 of them have a 
bank loan whilst 30% of the total 
salaries in the country is spent 
on paying interest rates alone.”

Graph 1:  Ratio of Total Commercial Bank Loans Issued to Households and Georgian Resi-
dents to GDP

Source:  National Bank of Georgia

SES Reaches 
351 Million 
TV Homes 
Worldwide 

The FINANCIAL

T he number of video 
households served by 
SES has continued to 
increase, reaching 351 
million TV homes in 

2017 according to SES’s an-
nual market research, Satellite 
Monitor. This substantial tech-
nical reach, compared with 325 
million households in 2016, 
means that SES is now deliver-
ing video content to more than 
1 billion global viewers.

Out of the 351 million TV 
homes, SES directly reaches 
145 million, and indirectly 
serves another 147 million 

cable homes, 40 million IPTV 
homes, and 18 million terres-
trial homes.

The Satellite Monitor study, 
conducted for the fi rst time in 
Georgia in 2015 and provid-
ing insights into the Georgian 
TV market, reveals that SES 
has increased its reach to 562 
000 TV homes in the country, 
which includes direct reach 
(DTH), and indirect reach (ca-

ble and IPTV). This represents 
24% growth compared to last 
year. SES provides services to 
approximately 132 000 homes 
that are subscribed to the 
MagtiSat TV off ers, up from 
124 000 homes last year. In 
addition, the study shows that 
SES serves 34% of satellite 
HDTV homes in Georgia.

The SES Satellite Monitor 
YE2017 results show that sat-

ellite is by far the leading TV 
reception mode in Georgia, 
reaching 44% of TV homes di-
rectly, or over 480 000 DTH 
homes. This compares with 
15%, 16% and 25% for cable, 
terrestrial and IPTV reception 
modes respectively. 

After the digital switch-
over which took place in June 
2015, analogue TV signals 
have been rapidly replaced 

by digital. The survey shows 
that only 12 000 Georgian TV 
homes remain with analogue 
cable TV reception mode, 
compared to 50 000 homes 
last year. 

The results of the study also 
indicate a growing uptake 
of HD and UHD, as 48% of 
homes own an HD or UHD 
TV set in YE2017, which com-
pares to 38% in YE2016. 

The Satellite Monitor shows 
that Europe continues to be a 
strong and resilient market 
where satellite broadcasting 
is a highly attractive platform 
for reliable and cost-eff ective 
video delivery to large audi-
ences. SES now reaches 167 
million TV homes in Europe, 
up from 156 million in 2016. 
This growth is mainly driven 
by the addition of Turkey 
and in the Maghreb coun-
tries, which together repre-
sent an increase of 10 million 
TV homes. Technical reach 
across the core markets in Eu-

rope was stable. 
The study also shows the 

key role of SES in delivering 
HD content: today, SES de-
livers HD content to 107 mil-
lion homes, which represents 
two thirds of all European TV 
homes enjoying HD. As the 
leading HD platform, SES 
carries 2,602 HD channels 
worldwide, out of 7,709 chan-
nels in total. In Europe, SES 
delivers 2,670 TV channels, 
including 798 in HD. 

 “With its high percentage of 
TV homes (97.4%), Georgia is 
an important developing mar-
ket for us. We believe that sat-
ellite is an optimal TV recep-
tion mode in the country with 
its numerous remote areas. 
The Satellite Monitor results 
demonstrate once again that 
satellite is the central pillar 
of the Georgian digital broad-
casting infrastructure,” said 
Håkan Sjödin, Vice President, 
Sales Nordic, Baltic and East-
ern Europe at SES.

SES increases its reach in 
Georgia to 562 000 TV homes
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Director at PMC 

Research and MARIAM 
SAGHAREISHVILI

Researcher AT PMC 
RESEARCH 

T he higher education 
system in Georgia 
faces many challenges. 
One of them  is the 
current composition 

of its fi nancing sources. The 
fi nancing of higher education 
institutions is highly concen-
trated and heavily depends on 
students’ fees. For instance, 
72% of the revenue of Ivane 
Javakhishvili Tbilisi State 
University is generated from 
tuition fees, while for Ilia 
State University this is 75%. 

The situation is further 
complicated by current regu-
lations regarding tuition fees 
in state universities which 
are generally set at 2250 Lari 
(equal to the amount of the 
state grant for bachelor’s and 
master’s programs). Essen-
tially, state universities have 
no control over their pricing 
policy while private univer-
sities, in order to maintain 
competitiveness, are fre-
quently compelled to reduce 
the tuition fee and/or fi x it 
close to 2250 Lari. 

This model of fi nancing is 
neither effi  cient nor sustain-
able, because universities 
are unintentionally prioritiz-
ing the quantity of students 
ahead of the quality of learn-
ing. In particular, this model 
of fi nancing incentivizes uni-
versities to: 

Increase the number of stu-
dents admitted to bachelor’s 
programs.

Increase the number of stu-
dents admitted to master’s 
programs.

Accelerate the introduction 
of study programs in the Eng-
lish language to increase the 
number of foreign students 
(in accordance with state reg-
ulation, state universities can 
charge higher tuition fees for 
foreign students compared to 
Georgian students). 

Increase the number of 
students in higher vocational 
education programs.

Each of these have unin-
tended and interconnected 
implications on the entire 
education system.

Universities’ desire to in-
crease the number of stu-

dents is refl ected in statistics, 
where supply of the number 
of study places massively ex-
ceeds demand. Despite this 
the data analysis (graph 1) 
shows that the number of 
students admitted to bach-
elor’s degrees has been de-
clining since 2013. This can 
be explained by demographic 
changes, diffi  cult national 
entrance exams, decreased 
quality of learning at school 
level, all of which contrib-
ute to an increased number 
of students failing to attain 
a passing score in the school 
graduate and unifi ed national 
exams. Therefore, pressure 
is mounting on general edu-
cation and unifi ed national 
exam institutes to simplify 
pupils’ access to bachelor’s 
degrees. Notably, in 2018, 
the unifi ed national exams 
will be, in the view of many 
experts, simplifi ed to allow 
more pupils to pass the ex-
ams.

Due to the challenges in 

admitting more students at 
bachelor’s level, the num-
ber of students admitted to 
master’s degrees has been 
increasing since 2013 (an-
nual 22% increase on average 
in the last fi ve years). In this 
case, students are also ready 
to study on relatively low-
quality master’s programs 
due to formal labor market 
requirements and inadequate 
regulation of the military ser-
vice institute in Georgia.

In general, the increasing 
number of foreign students 
is a positive development. 
For several years, the num-
ber of foreign students has 
been increasing every year. 
For instance, in 2017, com-
pared to 2016, the number 
of foreign students increased 
by 25%. This is mainly at-
tributable to the increased 
number of students in health 
and welfare programs. How-
ever, for all other study pro-
grams there was a 1% decline 
in 2017, compared to 2016. 

The lack of competitiveness 
of the programs other than 
health and welfare can be ex-
plained by the fact that some 
universities are not ready to 
prepare study programs of a 
high quality in a foreign lan-
guage (due to insuffi  cient in-
frastructure and preparation 
of academic staff ), launch 
them hastily, which puts the 
long-term reputation of the 
Georgian education system at 
risk. Moreover, by using the 
limited resources of academic 
staff  on mainly English-lan-
guage programs might lead 
the quality of Georgian pro-
grams to deteriorate.  

In the last several years, 
the number of students ad-
mitted to vocational pro-
grams of higher education 
institutions has been fl uctu-
ating. This fi gure declined 
in 2014 (1495), compared to 
2013; then increased in 2015-
2016 (respectively, 2945 and 
3326) but declined again in 
2017 (2992), compared to 

2016. Here, higher education 
institutions compete with 
vocational education institu-
tions and prevent keep them 
from developing. Notably, the 
number of students in voca-
tional education institutions 
has declined annually by 10% 
on average since 2013.

To sum up, if th is model of 
fi nancing of higher education 
institutions continues:

This could lead to simpli-
fi ed admission process at 
bachelor’s level, resulting in 
the less prepared freshmen 
and thus deteriorated quality 
of education at this educa-
tional level;

The tendency of declining 
tuition fees could also force 
universities to deteriorate the 
quality of the education they 
provide. Therefore, some 
universities might gain an 
advantage over competitors 
by off ering easily attainable 
degrees in programs where 
the quality of education is 
low.

This could lead to a double 
skills mismatch on the labor 
market. On one hand, the 
problem of formal over-quali-
fi cation could prevail (if there 
is a saturation of graduates 
with master’s degrees) and on 
the other hand, universities 
could not be capable of pro-
viding master’s programs of 
an international standard.

This could lead to uncom-
petitive study programs in 
a foreign language resulting 
in a reduced number of for-
eign students in the medium 
term. In addition, the quality 
of Georgian programs could 
decline as more resources are 
allocated to English-language 
programs.

This could lead to increased 
competition between voca-
tional programs of higher 
education institutions and 
vocational education institu-
tions, which might hinder the 
development of the latter. 

We propose the following 
solutions to the current situ-
ation:

Liberalize the tuition fee 
system. If state universities 
can charge market prices for 
their study programs, pric-
ing policy can become an in-
strument of generating more 
revenue for higher education 
institutions.

Increase the fi nancial 
amount of state grants. In this 
case, universities will be even 
more encouraged to attract 
best students and therefore 
put more emphasize on qual-
ity of education (if state is not 
ready to increase total assign-
ments on this program, this 
can happen by decreasing the 
number of benefi ciaries).

Strengthen the state pro-
gram “Study in Georgia”, 
giving active support to uni-
versities by improving study 
programs in a foreign lan-
guage in order to increase the 
competitiveness of the Geor-
gian education system, elabo-
rating a fi nancing scheme for 
foreign students (including 
scholarships, dormitories, 
benefi ts, etc.), simplifying 
the visa policy for foreign stu-
dents, and using other active 
policy instruments.

Support higher education 
institutions in strengthening 
Bachelor’s Short Cycle Educa-
tion Programs and introduc-
ing Associate Degree Institute 
in order to provide such in-
stitutions with an alternative 
source of income.

Financing Model of Georgian Higher Education 
System and its Unintended Implications

Graph 1: Number of students admitted to higher education institutions on bachelor’s, master’s and vocational programs, 
2013-2017.

The FINANCIAL -- While The FINANCIAL -- While 
more than 65 percent of CEOs more than 65 percent of CEOs 
agree their organization fos-agree their organization fos-
ters a culture of innovation ters a culture of innovation 
and disruption, 40 percent and disruption, 40 percent 
are not adapting successfully, are not adapting successfully, 
according to the Global Con-according to the Global Con-
sumer Executive Top of Mind sumer Executive Top of Mind 
survey, No Normal is the survey, No Normal is the 
New Normal: Make disrup-New Normal: Make disrup-
tion work for your business, tion work for your business, 
conducted by KPMG Inter-conducted by KPMG Inter-
national and The Consumer national and The Consumer 
Goods Forum. The results of Goods Forum. The results of 
the sixth annual survey re-the sixth annual survey re-
veal a consumer industry at veal a consumer industry at 
the point of radical change the point of radical change 
and that CEOs need to make and that CEOs need to make 
changes on a similar scale to changes on a similar scale to 
stay competitive.stay competitive.

“Consumer and retail mar-“Consumer and retail mar-
ket, these days,  is beyond ket, these days,  is beyond 
disruption - we are disrupted disruption - we are disrupted 
- and CEOs need to listen to - and CEOs need to listen to 
the market, look outward and the market, look outward and 
focus on changing their busi-focus on changing their busi-
ness,” said Willy Kruh, KPMG ness,” said Willy Kruh, KPMG 

Global Chair, Consumer & Global Chair, Consumer & 
Retail. “It’s an increasingly Retail. “It’s an increasingly 
diffi  cult tightrope to walk be-diffi  cult tightrope to walk be-
tween dealing with both inter-tween dealing with both inter-
nal and external continuous nal and external continuous 
disruption, but both are key disruption, but both are key 
to creating customer centric to creating customer centric 
organizations. Those compa-organizations. Those compa-
nies that cannot authentically nies that cannot authentically 
connect to customers will get connect to customers will get 
left behind.”left behind.”

Survey results are being re-Survey results are being re-
leased today in conjunction leased today in conjunction 
with the annual CGF Global with the annual CGF Global 
Summit taking place in Singa-Summit taking place in Singa-
pore from 12 - 15 June 2018, pore from 12 - 15 June 2018, 
KPMG.KPMG.

The survey results suggest The survey results suggest 
that in 2 short years, by 2020, that in 2 short years, by 2020, 
the industry landscape could the industry landscape could 
look very diff erent:look very diff erent:

New business models: New business models: 
CEOs agree the historical and CEOs agree the historical and 
current business models will current business models will 
not survive continuous dis-not survive continuous dis-
ruption.ruption.

Fewer physical stores: Fewer physical stores: 

North American respondents North American respondents 
felt this change most keenly, felt this change most keenly, 
with 37 percent agreeing that with 37 percent agreeing that 
they will close stores in the they will close stores in the 
next 2 years.next 2 years.

Increased sales through Increased sales through 
owned channels: In order owned channels: In order 
to increase speed and effi  -to increase speed and effi  -
ciency, CEOs agree they will ciency, CEOs agree they will 
need to sell more product need to sell more product 
through their own distribu-through their own distribu-
tion channels. This sentiment tion channels. This sentiment 
was shared equally by North was shared equally by North 
American, European and American, European and 
Latin American respondents, Latin American respondents, 
according to KPMG.according to KPMG.

“One of the business model “One of the business model 
transformations we’re see-transformations we’re see-
ing is putting social purpose ing is putting social purpose 
at the forefront of strategy,” at the forefront of strategy,” 
says Peter Freedman, Manag-says Peter Freedman, Manag-
ing Director, The Consumer ing Director, The Consumer 
Goods Forum. “Consumers, Goods Forum. “Consumers, 
especially the millennials re-especially the millennials re-
sponsible for USD 2.75trn of sponsible for USD 2.75trn of 
consumer spending, want to consumer spending, want to 
know what a company stands know what a company stands 

for. Financial returns are no for. Financial returns are no 
longer enough and consum-longer enough and consum-
ers are choosing to put their ers are choosing to put their 
money where there are envi-money where there are envi-
ronmental, social and com-ronmental, social and com-
munity benefi ts.”munity benefi ts.”

Looking to Looking to 
the leadersthe leaders

How will CEOs prioritize How will CEOs prioritize 
changes to stay competitive? changes to stay competitive? 
Leading digital organizations Leading digital organizations 
off er a blueprint for growth:off er a blueprint for growth:

Prioritize operating effi  -Prioritize operating effi  -
ciency: 76 percent of digital ciency: 76 percent of digital 
leaders agreed this was a fo-leaders agreed this was a fo-
cus for the next 2 years ahead cus for the next 2 years ahead 
of governance and control, of governance and control, 
people and culture, revenue people and culture, revenue 
growth and business transfor-growth and business transfor-
mation.mation.

Create disruption: 88 per-Create disruption: 88 per-
cent of digital leaders agree cent of digital leaders agree 

that they lead their indus-that they lead their indus-
try in disruption rather than try in disruption rather than 
watch it happen.watch it happen.

High risk tolerance: Only High risk tolerance: Only 
17 percent of digital leaders 17 percent of digital leaders 
believe innovation is being believe innovation is being 
held back by an aversion to held back by an aversion to 
risk.risk.

Double down on customer Double down on customer 
engagement: Nearly 80 per-engagement: Nearly 80 per-
cent of digital leaders will pri-cent of digital leaders will pri-
oritize the customer in order oritize the customer in order 
to grow revenue.to grow revenue.

The need for radical trans-The need for radical trans-
formation is not unique to the formation is not unique to the 
consumer and retail indus-consumer and retail indus-
try, as evidenced by KPMG’s try, as evidenced by KPMG’s 
recent CEO Outlook which recent CEO Outlook which 
found that 71 percent of CEOs found that 71 percent of CEOs 
are prepared to lead their or-are prepared to lead their or-
ganization through a radical ganization through a radical 
transformation of its operat-transformation of its operat-
ing model.ing model.

“The recent KPMG CEO “The recent KPMG CEO 
Outlook survey shows that Outlook survey shows that 
60-70 percent of CEOs be-60-70 percent of CEOs be-
lieve the next 2 to 3 years are lieve the next 2 to 3 years are 

going to be more transforma-going to be more transforma-
tional than the last 50,” adds tional than the last 50,” adds 
Kruh. “We are in the midst Kruh. “We are in the midst 
of three revolutions - geo-of three revolutions - geo-
graphic and geopolitical, de-graphic and geopolitical, de-
mographic and technological mographic and technological 
- that are colliding with each - that are colliding with each 
other and turning the world other and turning the world 
upside down. And compa-upside down. And compa-
nies throughout the world are nies throughout the world are 
faced with a landscape that faced with a landscape that 
they’re not used to.”they’re not used to.”

Freedman added, “To suc-Freedman added, “To suc-
ceed in a world of such in-ceed in a world of such in-
tense disruption the survey tense disruption the survey 
also suggests we need to think also suggests we need to think 
about collaboration in new about collaboration in new 
ways. That’s epitomized by ways. That’s epitomized by 
the growth of platform com-the growth of platform com-
panies of course. But in many panies of course. But in many 
other ways what used to be a other ways what used to be a 
competitive battleground may competitive battleground may 
now provide scope for collab-now provide scope for collab-
oration and companies that oration and companies that 
used to be your competitors used to be your competitors 
may now be your potential may now be your potential 
partners.”partners.”

CEOs choice – transform now, or be left behind
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F itch Ratings-Moscow-22 
June 2018: Fitch Ratings 
has affi  rmed Georgian-
based telecoms company 
JSC Silknet’s Long-Term 

Issuer Default Rating (IDR) at ‘B+’ 
and removed it from Rating Watch 
Positive following the acquisition 
of Geocell, Georgia’s second-larg-
est mobile operator. The Outlook 
is Stable.

The affi  rmation is driven by a 
signifi cant rise in leverage and 
FX risks, with the acquisition fi -
nancing package and available 
refi nancin g options likely leading 
to a majority of total debt being 
denominated in foreign currency. 
Silknet’s strategy suggests that the 
company may pursue further di-
versifi cation including into fi nan-
cial services, which may require 
additional investments and delay 
deleveraging. 

Silknet is the incumbent fi xed-
line telecoms operator in Georgia 
with an extensive backbone and 
last-mile infrastructure across the 
country. The company holds sus-
tainably strong market shares of 
above 35% in fi xed-voice, broad-
band services and pay-TV ser-
vices by revenue. The acquisition 
of Geocell in 2018 has turned the 
company into a full bundle-en-
abled operator. Silknet’s small ab-
solute size is a strategic weakness; 
it services fewer than 350,000 
fi xed lines and we expect it to gen-
erate an equivalent of approxi-
mately USD70 million of EBITDA 
in 2018, pro-forma for the Geocell 
acquisition.

Key Rating 
Drivers

Stronger Operating Profile: 
The acquisition of the second-
largest mobile operator in Geor-
gia has a strong strategic ratio-
nale, enabling Silknet to start 
offering bundled fixed and mo-

bile services and improving its 
competitive standing versus its 
key domestic rival Magticom, 
which is also fully four-play-en-
abled.

Competitiveness to Improve: 
We expect Silknet to maintain 
and gradually improve its com-
petitive position after becoming 
four-play-enabled (ie offering 
fixed voice, broadband, pay-TV 
and mobile services), and on the 
back of significant network in-
vestments already consummated 
in 2015-2017 and expected in 
2018-2019.

Market Share Pressures: 
Siknet’s broadband and pay-TV 
market shares have been under 
significant pressure through-
out 2017 and 1Q18 as Magticom 
has actively promoted bundling 
services to win customers. As 
a result, Silknet ceded its rev-
enue market share leadership 
to Magticom in both segments. 
Silknet’s broadband retail rev-
enue market share declined to 
37% in 1Q18 from 40% in 2016, 
and the company’s pay-TV mar-
ket share was estimated at 38% 
in 1Q18, down from 39% in 2016, 
according to data by GNCC, the 
national telecoms regulator. 

Intense Competition: An acute 
rise in price competition, driven 
by aggressive promotions by 
Magticom and Silknet’s retalia-
tory price cuts in 2H17, is likely 
to pressure Silknet’s revenue and 
be a significant drag on margins 
at least in 2018. While the pro-
motional activity has seemingly 
abated so far into 2018 with 
operators keen to increase their 
tariffs, longer-term market sta-
bility is not guaranteed. A recent 
spike in promotional campaigns 
suggests that bundling compe-
tition may intensify, resulting 
in significant negative financial 
impact. According to GNCC, 
Silknet’s broadband revenue fell 
4.7% yoy in 1Q18. 

Execution Risks in Bundling 

Strategy: Silknet’s strategy of 
offering bundling services after 
the mobile acquisition entails 
significant execution risks, in 
our view. Aggressive market-
ing moves are likely to trigger 
competitive reaction, as evi-
denced by pricing pressures in 
2H17 and Magticom’s readiness 
to exploit the company’s bun-
dling capabilities. Nevertheless, 
Silknet is now better-positioned 
than smaller competitors with-
out bundled services. Also, lower 
churn, typically associated with 
bundled offers, may lead to sub-
scriber acquisition and retention 
savings. 

Substantial Merger Synergies: 
We believe the acquisition will 
allow Silknet to achieve signifi-
cant operating and revenue syn-
ergies. The networks of the two 
merging operators are likely to 
be, to a large degree, complimen-
tary. The extensive broadband 
network of Silknet would allow it 
to more efficiently carry rapidly 
growing data traffic generated in 
Geocell’s 4G network that is cur-
rently in a roll-out phase. Cost 
synergies are likely to be easily 
achieved while revenue syner-
gies would depend on the market 
adoption of bundled services and 
competitors’ moves. 

Higher FX Risk: The acquisi-
tion financing debt package in-
creased the share of FX debt to 
in Silknet’s total debt to above 
70%, leading to higher FX risk as 
most of the company’s revenue is 
in local currency. Available refi-
nancing options are unlikely to 
reduce FX exposure, in our view. 
Fitch has reflected the higher FX 
risk in tighter downgrade lever-
age triggers for Silknet. 

Financial Services Diversifi-
cation Plan: The company’s di-
versification strategy suggests 
that Silknet may expand into 
financial services to seek syn-
ergies with its telecoms opera-
tions. While financial services/
telecoms integration may take 
various forms providing longer-
term strategic flexibility, imme-
diate benefits are not obvious. 
For example, acquiring a weak 
bank may dilute Silknet’s credit 
profile, exposing it to risks not 
typical of the telecoms industry. 

Capex Pressures Cash Flow: 
We project that ongoing large 
capex to modernise both mobile 
and fixed-line infrastructure will 
pressure free cash flow (FCF) 
generation in 2018-2019. Silk-
net continues to actively invest 
in fibre infrastructure to mass-
migrate its remaining ADSL 
customers and to catch up with 
peers in terms of 4G coverage. 
Cash flow generation is likely to 
improve after the company com-
pletes network upgrades in the 
medium-term. We estimate that 
FCF margin may reach double 
digits provided the company 
maintains its high profitability 
and keep capex at below 20% of 
revenue. 

Leverage Spikes on Acquisi-
tion: We expect Silknet’s funds 
from operations (FFO) adjusted 
net leverage to spike to 3.3x at 
end-2018, driven by the Geo-
cell acquisition including sig-
nificant one-off costs. Leverage 
is likely to ease back to around 
3.0x by end-2019 on the back of 
acquisition synergies leading to 
stronger EBITDA and FFO. We 
estimate that the company’s de-
leveraging capacity will improve 
after 2019, supported by stron-
ger FCF generation. 

Dominant Shareholder In-
fluence: The company’s 100% 
shareholder Silk Road Group can 
exercise significant influence on 
the company and has access to 
Silknet’s cash flows as was dem-
onstrated by Silknet bypassing 
formal restrictions on dividends 
when it guaranteed GEL35 mil-
lion of its shareholder’s loan in 
2016. We treat this guarantee 
as off-balance sheet debt, and 
include it in all leverage calcu-
lations. Silknet’s governance 
is commensurate with the ‘B’-
range rating category. Silk Road 
Group does not publicly disclose 
its financial results.

Derivation 
Summary

Silknet benefi ts from its estab-
lished customer franchise and 
the wide network of a telecoms 
incumbent combined with a grow-
ing mobile business similar to its 
higher-rated emerging markets 
peers such as Kazakhtelecom JSC 
(BB+/Stable) and PJSC Tattel-
ecom (BB/Stable). However, Silk-
net is smaller in size with revenue 
of less than EUR150 million and 
faces signifi cantly higher FX risks. 
Its corporate governance is shaped 
by dominant shareholder infl u-
ence.

Key 
Assumptions

Fitch’s key assumptions within the 
rating case for Silknet include: 

- Signifi cant reduction of inter-
connect revenue proportional to the 
regulator-announced interconnect 
rate cuts pressuring headline rev-
enue growth in both fi xed-line and 
mobile segments; 

- Broadband revenue growth in 
high-to-mid single digits, pay-TV 
revenue growth in the double digits 
in 2018-2020, gradually declining to 
high-single digits afterwards;

- High-to-mid single digit mobile 
revenue growth excluding intercon-
nect; 

- Substantial integration synergies 
following the acquisition of Geocell 
leading to absolute EBITDA increase 
and margin improvement in 2018 
and 2019; 

- Regular dividends in line with 
the historical pay-outs; 

- High capex of above 25% of rev-
enue in both 2018 and 2019, declin-
ing to slightly below 20% thereafter.

Rating 
Senstivities

Positive: Future developments 
that may, individually or collectively, 
lead to positive rating action include: 

-Improved market positions, 
stronger FCF generation post-Geo-
cell acquisition, alongside comfort-
able liquidity and a track record of 
improved corporate governance, and

-FFO adjusted net leverage sus-
tainably below 2.5x in the presence 
of signifi cant FX risks.

Negative: Future developments 
that may, individually or collec-
tively, lead to negative rating action 
include:

-FFO-adjusted net leverage rising 
above 3x on a sustained basis with-
out a clear path for deleveraging in 
the presence of signifi cant FX risks, 
and

-A rise in corporate governance 
risks due to, among other things, 
related-party transactions or up-
streaming excessive distributions to 
shareholders.

Lioidity
Liquidity Reliant on Bank: Silk-

net heavily relies on TBC Bank 
(BB-/Stable), its largest creditor 
and key relationship bank, for re-
fi nancing and liquidity support. 
Liquidity may improve after the 
company refi nances its debt acqui-
sition facilities.
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+44 20 3530 1715
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Nikolai Lukashevich, CFA
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+7 495 956 9968
Fitch Ratings CIS Ltd
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+44 20 3530 1424
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ALL FITCH CREDIT RAT-
INGS ARE SUBJECT TO CER-
TAIN LIMITATIONS AND DIS-
CLAIMERS. PLEASE READ 
THESE LIMITATIONS AND 
DISCLAIMERS BY FOLLOW-
ING THIS LINK: HTTPS://
WWW.FITCHRATINGS.COM/
U N D E R S T A N D I N G C R E D I -
TRATINGS. IN ADDITION, 
RATING DEFINITIONS AND 
THE TERMS OF USE OF 
SUCH RATINGS ARE AVAIL-
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FITCHRATINGS.COM. PUB-
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ARE AVAILABLE FROM THIS 
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CODE OF CONDUCT, CONFI-
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OF CONDUCT SECTION OF 
THIS SITE. DIRECTORS AND 
SHAREHOLDERS RELEVANT 
INTERESTS ARE AVAILABLE 
AT HTTPS://WWW.FITCH-
RATINGS.COM/SITE/REGU-
LATORY. FITCH MAY HAVE 
PROVIDED ANOTHER PER-
MISSIBLE SERVICE TO THE 
RATED ENTITY OR ITS RELAT-
ED THIRD PARTIES. DETAILS 
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OF THIS SERVICE FOR RAT-
INGS FOR WHICH THE LEAD 
ANALYST IS BASED IN AN EU-
REGISTERED ENTITY CAN BE 
FOUND ON THE ENTITY SUM-
MARY PAGE FOR THIS ISSUER 
ON THE FITCH WEBSITE.

Copyright © 2018 by Fitch 
Ratings, Inc., Fitch Ratings Ltd. 
and its subsidiaries. 33 White-
hall Street, NY, NY 10004. Tele-
phone: 1-800-753-4824, (212) 
908-0500. Fax: (212) 480-4435. 
Reproduction or retransmission 
in whole or in part is prohibited 
except by permission. All rights 
reserved. In issuing and main-
taining its ratings and in making 
other reports (including forecast 
information), Fitch relies on 
factual information it receives 
from issuers and underwriters 
and from other sources Fitch 
believes to be credible. Fitch 
conducts a reasonable investiga-
tion of the factual information 
relied upon by it in accordance 
with its ratings methodology, 
and obtains reasonable verifi-
cation of that information from 
independent sources, to the 
extent such sources are avail-
able for a given security or in a 
given jurisdiction. The manner 
of Fitch’s factual investigation 
and the scope of the third-party 
verification it obtains will vary 
depending on the nature of the 
rated security and its issuer, 
the requirements and practices 
in the jurisdiction in which the 

rated security is offered and sold 
and/or the issuer is located, the 
availability and nature of rel-
evant public information, access 
to the management of the issuer 
and its advisers, the availability 
of pre-existing third-party veri-
fications such as audit reports, 
agreed-upon procedures letters, 
appraisals, actuarial reports, 
engineering reports, legal opin-
ions and other reports provided 
by third parties, the availability 
of independent and competent 
third- party verification sources 
with respect to the particular 
security or in the particular ju-
risdiction of the issuer, and a 
variety of other factors. Users 
of Fitch’s ratings and reports 
should understand that neither 
an enhanced factual investiga-
tion nor any third-party veri-
fication can ensure that all of 
the information Fitch relies on 
in connection with a rating or a 
report will be accurate and com-
plete. Ultimately, the issuer and 
its advisers are responsible for 
the accuracy of the information 
they provide to Fitch and to the 
market in offering documents 
and other reports. In issuing 
its ratings and its reports, Fitch 
must rely on the work of experts, 
including independent auditors 
with respect to financial state-
ments and attorneys with re-
spect to legal and tax matters. 
Further, ratings and forecasts of 
financial and other information 
are inherently forward-looking 
and embody assumptions and 

predictions about future events 
that by their nature cannot be 
verified as facts. As a result, 
despite any verification of cur-
rent facts, ratings and forecasts 
can be affected by future events 
or conditions that were not an-
ticipated at the time a rating or 
forecast was issued or affirmed. 
The information in this report is 
provided “as is” without any rep-
resentation or warranty of any 
kind, and Fitch does not repre-
sent or warrant that the report 
or any of its contents will meet 
any of the requirements of a re-
cipient of the report. A Fitch rat-
ing is an opinion as to the cred-
itworthiness of a security. This 
opinion and reports made by 
Fitch are based on established 
criteria and methodologies that 
Fitch is continuously evaluating 
and updating. Therefore, rat-
ings and reports are the collec-
tive work product of Fitch and 
no individual, or group of indi-
viduals, is solely responsible for 
a rating or a report. The rating 
does not address the risk of loss 
due to risks other than credit 
risk, unless such risk is specifi-
cally mentioned. Fitch is not en-
gaged in the offer or sale of any 
security. All Fitch reports have 
shared authorship. Individuals 
identified in a Fitch report were 
involved in, but are not solely 
responsible for, the opinions 
stated therein. The individuals 
are named for contact purposes 
only. A report providing a Fitch 
rating is neither a prospectus 

nor a substitute for the infor-
mation assembled, verified and 
presented to investors by the 
issuer and its agents in connec-
tion with the sale of the securi-
ties. Ratings may be changed or 
withdrawn at any time for any 
reason in the sole discretion of 
Fitch. Fitch does not provide in-
vestment advice of any sort. Rat-
ings are not a recommendation 
to buy, sell, or hold any security. 
Ratings do not comment on the 
adequacy of market price, the 
suitability of any security for a 
particular investor, or the tax-
exempt nature or taxability of 
payments made in respect to any 
security. Fitch receives fees from 
issuers, insurers, guarantors, 
other obligors, and underwriters 
for rating securities. Such fees 
generally vary from US$1,000 to 
US$750,000 (or the applicable 
currency equivalent) per issue. 
In certain cases, Fitch will rate 
all or a number of issues issued 
by a particular issuer, or insured 
or guaranteed by a particular in-
surer or guarantor, for a single 
annual fee. Such fees are ex-
pected to vary from US$10,000 
to US$1,500,000 (or the ap-
plicable currency equivalent). 
The assignment, publication, 
or dissemination of a rating by 
Fitch shall not constitute a con-
sent by Fitch to use its name as 
an expert in connection with 
any registration statement filed 
under the United States securi-
ties laws, the Financial Services 
and Markets Act of 2000 of the 

United Kingdom, or the securi-
ties laws of any particular juris-
diction. Due to the relative effi-
ciency of electronic publishing 
and distribution, Fitch research 
may be available to electronic 
subscribers up to three days ear-
lier than to print subscribers. 
For Australia, New Zealand, Tai-
wan and South Korea only: Fitch 
Australia Pty Ltd holds an Aus-
tralian financial services license 
(AFS license no. 337123) which 
authorizes it to provide credit 
ratings to wholesale clients only. 
Credit ratings information pub-
lished by Fitch is not intended 
to be used by persons who are 
retail clients within the mean-
ing of the Corporations Act 2001
Fitch Ratings, Inc. is regis-
tered with the U.S. Securities 
and Exchange Commission as 
a Nationally Recognized Statis-
tical Rating Organization (the 
“NRSRO”). While certain of 
the NRSRO’s credit rating sub-
sidiaries are listed on Item 3 of 
Form NRSRO and as such are 
authorized to issue credit rat-
ings on behalf of the NRSRO 
(see https://www.fitchratings.
com/site/regulatory), other 
credit rating subsidiaries are 
not listed on Form NRSRO (the 
“non-NRSROs”) and therefore 
credit ratings issued by those 
subsidiaries are not issued on 
behalf of the NRSRO. However, 
non-NRSRO personnel may par-
ticipate in determining credit 
ratings issued by or on behalf of 
the NRSRO.
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The FINANCIAL -- Outcome-based 
cultures let leadership defi ne the end 
goals and then leave it to individual 
contributors and their managers to 
determine processes. This approach 
allows OBCs to be extraordinarily ef-
fi cient and adptable, which is the ob-
jective, Gallup research shows. How-
ever, even if they aren’t involved in 
day-to-day operations, leaders still 
need to pay close attention to se-
lecting the right workers and then 
driving their performance through 
engagement.

When leaders do this, it also en-
ables managers to lean on talent and 
stay out of the procedural weeds. 
But this approach doesn’t necessar-
ily lighten their managerial load. 
Perhaps counterintuitively, OBC 
managers may have a more sprawl-
ing role than command-and-control 
managers do, according to Gallup. 

As well as handling the usual ad-
ministrative tasks, OBC managers 
have to know their people as people 
-- and sometimes better than their 
people know themselves. This in-
cludes understanding the interplay 
of natural tendencies, strengths and 
weaknesses within the work envi-
ronment.

Properly equipped with that 
knowledge, OBC managers can 
coach each individual’s performance 
to focus on outcomes that align with 
the organization’s strategy and pur-
pose, according to Gallup.

In other words, an OBC manager 
is an outcome-focused coach who 
will intentionally catalyze strengths 
to push performance. Every day. 
With every worker.

And love doing it.

The Traits of 
Great Managers

Gallup has studied thousands of 
managers in hundreds of industries 
worldwide. The best managers -- 
in OBCs or not -- all share certain 
traits:

They enjoy learning their team 
members’ strengths.

They purposefully discover what 
motivates each person.

They match talent to task.
They trust workers to do their 

best.
They get out of their workers’ way.
To do any of that, a manager must 

know the employee’s abilities. That’s 
what CliftonStrengths is all about. 
If we add knowledge and skills and 
build on our greatest talents -- our 
natural patterns of thought, feeling 

and behavior -- we can grow those 
talents into strengths.

Gallup categorizes talents into 34 
themes, and the CliftonStrengths as-
sessment identifi es the intensity of 
these themes in each person. With 
that in hand, OBC managers have a 
cheat sheet they can use to under-
stand their people, better position 
them and coach their performance 
along the path to the defi ned out-
come.

Utter Devotion 
to the Outcome

OBC managers don’t believe con-
trolling people is the best solution, 

so they don’t try. Instead, they have 
bone-deep confi dence that talented 
people will arrive at the desired out-
come with the right help.

Managers who lack that confi -
dence will never be comfortable in 
an OBC, and they won’t resist mi-
cromanaging when they should be 
coaching.

Quality coaching requires the abil-
ity to genuinely care about people. 
That doesn’t necessarily mean an 
OBC manager must develop lifelong 
friendships with workers. But it does 
mean OBC managers need to have a 
holistic view of their employees and 
allow employees to get to know their 
manager as a person.

This builds trust -- necessary for 
an OBC manager’s minimal-med-

dling approach -- but it also gives 
managers a clearer perspective of 
people’s capabilities.

OBC managers build and use 
trusting, emotionally genuine rela-
tionships in service of the outcome. 
Not friendship. OBC managers of-
ten care deeply for their people and 
know them well, but they won’t hesi-
tate to remove someone if it appears 
he or she can’t perform. The OBC 
manager’s job is to build and sustain 
a team that can create an outcome. 
Relationships are the path to that.

The ability to catalyze talents and 
drive them to productivity and prof-
itability is remarkable. Leaders in 
OBCs need to seek this skill in the 
managers they hire.

Outcome-Based Managers Focus 
on People and the Finish Line
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W E E K L Y  M A R K E T  W A T C H  E X C L U S I V E L Y  P R O V I D E D  T O  T H E  F I N A N C I A L  B Y  G A L T  &  T A G G A R T
Investments (or any short-term transactions) in emerging markets involve signi  -
cant risk and volatility and may not be suitable for everyone. The readers of this 
document must make their own investment decisions as they believe appropri-
ate based on their speci  c objectives and  nancial situation. When doing so, such 
recipients should be sure to make their own assessment of the risks inherent in 
emerging market investments, including potential political and economic instabil-
ity, other political risks including without limitation changes to laws and tari  s, and 
nationalization of assets, and currency exchange risk.

GALT & TAGGART
Address: 79 D. Agmashenebeli Avenue, Tbilisi 0102, Georgia
Tel: + (995) 32 2401 111
Email: gt@gt.ge
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Weekly Market Watch
WEEKLY MARKET WATCH EXCLUSIVELY PROVIDED TO 

THE FINANCIAL BY GALT & TAGGART

Source: Bloomberg

* Source: Bloomberg
*GWP 12/21 bonds and  GEBGG 06/20 bonds are in Georgian lari
**Coupon rate 3.5% over the NBG’s re  nancing rate

Source: Bloomberg Source: NBG
*Note: As of latest auction. 

Source: NBG
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 Eastern European sovereign 10-year bond performance 

FIXED 
INCOME

Corporate Eurobonds: Bank of 
Georgia Group Eurobonds (GEBGG) 
closed at 6.0% yield, trading at 100.0 
(unchanged w/w). Bank of Georgia 
GEL-denominated Eurobonds (GEB-
GG) were trading at 100.5 (unchanged 
w/w), yielding 10.7%. Georgia Capital 
Eurobonds (GEOCAP) were trading at 
94.4 (-0.4% w/w), yielding 7.3%.

GOGC Eurobonds (GEOROG) 
were trading at 100.9 (-0.1% w/w), 
yielding 6.4%. Georgian Railway Euro-
bonds (GRAIL) traded at a premium at 
105.0 (-0.3% w/w), yielding 6.3%. 

Georgian Sovereign Eurobonds 
(GEORG) closed at 106.5 (+0.1% w/w) 
at 4.4% yield to maturity.

EQUITIES

Bank of Georgia Group 
(BGEO LN) shares closed at GBP 
19.27/share (-0.01% w/w and 
-16.21% m/m). More than 686k 
shares traded in the range of GBP 
18.83 – 19.40/share. Average dai-
ly traded volume was 140k in the 
last 4 weeks. FTSE 250 Index, of 
which BGEO is a constituent, lost 
0.03% w/w and 0.91% m/m, re-

spectively. The volume of BGEO 
shares traded was at 1.40% of its 
capitalization.

Georgia Capital (CGEO LN) 
shares closed at GBP 11.32/share 
(-8.22% w/w). More than 1,106k 
shares traded in the range of GBP 
11.10 – 12.30/share. The volume of 
CGEO shares traded was at 2.83% 
of its capitalization.

TBC Bank Group (TBCG LN) 
closed the week at GBP 16.90 
(-0.94% w/w and -3.76% m/m). 
More than 291k shares changed 

hands in the range of GBP 16.12 
– 17.24 share. Averaged daily 
traded volume was 44k in the last 
4 weeks.

Georgia Healthcare Group 
(GHG LN) shares closed at GBP 
2.55/share (-5.56% w/w and 
-15.84% m/m). More than 45k 
shares were traded in the range of 
GBP 2.55 – 2.69/share.  Average 
daily traded volume was 21k in the 
last 4 weeks. The volume of GHG 
shares traded was at 0.03% of its 
capitalization.

MONEY MARKET
Re  nancing loans: National Bank of Geor-

gia (NBG) issued 7-day re  nancing loans of GEL 
1,100mn (US$ 447.6mn). 

Ministry of Finance Treasury Notes: There 
was no treasury security auction during 18-22 
June 2018. The nearest treasury security auction is 
scheduled for June 27, 2018, where GEL 30.0mn 
nominal value 5-year Benchmark bonds will be 
sold.

TBC Bank Group (TBCG LN) 

Bank of Georgia Group (BGEO LN) 

Georgia Healthcare Group (GHG LN) 

Source: Bloomberg

Source: Bloomberg Source: Bloomberg
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ECONOMY
Real GDP 

growth 
revised up 
to 5.3% in 
1Q18 

Economic growth in 
Georgia was 5.3% in 
1Q18, revised up from 
5.2% rapid estimate  gure 
according to GeoStat. In 
1Q18, the fastest growing 
sectors in real terms were: 
real estate operations 
(+13.4% y/y), social and 
personal service activities 

(+13.4% y/y), mining 
(+11.4% y/y), hotels and 
restaurants (+10.9% y/y) 
and electricity, gas and 
water supply (+10.0% 
y/y). Real growth was 
down 2.2% y/y in 
agriculture. The largest 
sectors were trade (16.9% 
of total), mining (10.1% 
of total) and construction 
(8.9% of total) in 1Q18.

Exports up 
50.2% y/y 
in May 2018

In May 2018, exports 
growth surged 50.2% 
y/y to record high US$ 

323.3mn, imports were 
up 25.2% y/y to US$ 
803.4mn and the trade 
de  cit widened 12.5% 
y/y to US$ 480.1mn, 
according to GeoStat’s. 
Overall, in 5M18, exports 
increased 28.0% y/y to 

US$ 1.3bn, imports were 
up 23.4% y/y to US$ 
3.6bn and the trade de  cit 
widened 20.9% to US$ 
2.3bn. 

Increased exports of 
copper (+47.7% y/y), 
ferro-alloys (+184.6% 

y/y), cars (+67.1% y/y) and 
wine (+33.7% y/y) were 
the major commodities 
driving exports growth 
in May 2018. A 23.0% 
(+13.7% y/y of exports 
were directed to the EU, 
45.5% (+52.3% y/y) to the 
CIS and 31.5% (+12.5% 
y/y to other countries. 

Petroleum (+36.6% 
y/y), cars (+20.9% y/y), 
air-turbines (111x higher 
y/y) and pharmaceuticals 
(+29.2% y/y) represented 
the major imported 
commodities in May 2018.

Producer 
prices up 
8.4% y/y in 
May 2018

Producer price index 
was up 8.4% y/y in May 
2018. Rising prices in 
manufacturing (+7.1% 
y/y) and electricity, gas 
and water supply (+15.2% 
y/y) contributed the 
most to the overall index 
change. 

NBG 
Purchased 
US$ 
10.0mn

On June 22 2018, 
the NBG intervened 
on the FX market and 
purchased US$ 10.0mn 
on its foreign exchange 
auction.

Georgia sovereign credit ratings  
 
 
 
 
 
 
 
 
 
 
 

Real GDP growth, % 

Exports by sectors, 5M18 Imports by countries, 5M18 

Key macro indicators 
5M18 2017 2016 

GDP (% change) 5.5%(1) 5.0% 2.8%

GDP per capita (ppp) … 10,644 10,043

GDP per capita (US$) … 4,079 3,865

Population (mn) 3.7 3.7 3.7

nflation (eop) 2.5% 6.7% 1.8%

Gross reserves (US$ bn) 3.0 3.0 2.8

CAD (% of GDP) … 8.7 12.8%

Fiscal deficit (% of GDP) … 3.9% 4.1%

Total public debt (% of GDP) … 44.7% 44.4%

International ranking, 2017 

Source: O   cial data, IMF
1) As of 4M18

Source: GeoStat
Note: Rapid estimate for 4Q17

Source: Rating agencies Source: World Bank, Heritage 
Foundaition and World Economic 
Forum

Source: GeoStat

Ease of Doing Business       
s# 9(Top 10) 

Economic Freedom Index  
# 16 (mostly free)

Global Competitiveness Index 
# 59 (improving trend)

Nominal Effective Exchange Rate and Real Effective Exchange Rate 

Source: NBG
Note: Index growth means appreciation of exchange rate, 
decline means depreciation of exchange rate.
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Tel.: 293 14 04, Fax: 299 93 11
info@betsyshotel.com
www.betsyshotel.com

Betsy’s Hotel

32-34 Makashvili Street, 
0108, Tbilisi, Georgia

Tel: 251 00 01
Fax: 253 00 44

info@zarapxana.ge
www.zarapxana.ge

15 Lubliana Str.

Hotel
“O. Galogre”

8, Vakhtang Gorgasali Str. Batumi, Georgia
 Tel: +995 422 27 48 45
info@hotelgalogre.com
www.hotelgalogre.com

Tel: +995 422 229000
E-maill: info.batumi@ sheraton.com

www.sheraton.com/batumi

13 Shavteli Str.
Tel: 2439494

info@ambasadori.ge
www.ambasadori.ge

Radisson Blu Iveria Hotel 
Rose Revolution Square 1 

Tel.: 240 22 00; Fax: 240 22 01 
info.tbilisi@radissonblu.com 
radissonblu.com/hotel-tbilisi 

3 Vakhtang Gorgasali St,
(+995) 32 2000245

reservation@tifl ispalace.ge

Hotel
“Tifl is Palace”

6 Marjanishvili Street

Addrr: 26 May Square
Tel: 2300099

E-mail: info@hi-tbilisi.com
www.hi-tbilisi.com

4 Freedom Square,
Tel: +995 32 254 70 30
Fax: +995 32 254 70 40
tbilisi@citadines.com

Because life is about living

№ 1 Kheivani street 12/13; Tbilisi, Georgia
Phone: (+995 32) 2 24 23 21;
Phone: (+995 32) 2 24 23 22

E-mail: reservation@cronpalace.ge

Tel: 31 99 99
hotel@tifi lis.ge

addr:
#9 Grishashvili 

Str.

Divan Suites 
Batumi

Address: 
Jordania/Z. 

Gamsakhurdia 
Str. 8/15

(422)255 522

info.batum@divan.com

Addr: 11, Apakidze str.
Tel.: 2 300 777

 Best 
Western 

Tbilisi

Radisson Blu Hotel Batumi
1, Ninoshvili str., Batumi
Tel/Fax: 422255555

info.batumi@radissonblu.com 
radissonblu.com/hotel-batumi

45a M.Kostava St.,
0179 Tbilisi, 

Georgia;

Tel.:
(+995 32) 219 11 11
www.hotelcoste.ge

Addr: # 14/14 
I.Kurkhuli Str.
Tel : 55 66 55

http://www.laerton-hotel.com/

13, Rustaveli Avenue.; 
Tel.: 2 779 200

www.TbilisiMarriott.com
tbilisi.marriott@marriotthotels.com

4, Freedom Square,
Tel: 2 779 100 

www.CourtyardTbilisi.com
courtyard.tbilisi@marriotthotels.com

P: (+995) 322 555 888
M: (+995) 596 555 885

E: info@vinotel.ge,
reservation@vinotel.ge

W: www.vinotel.ge

CITY AVENUE Hotel
Agmashenebeli Ave.140B; 0112, Tbilisi, 

Georgia; Phone: +995 32 2244 144
Email: info@cityavenue.ge; Web: www.cityavenue.ge

HOTEL SPUTNIK BATUMI 

28, Shervashidze Ascent;  Batumi/Georgia 
Tel: +995 (422)  27 60 66;  +995 577 65 08 08

E mail: sales@hotel-sputnik.com; www.hotel-sputnik.com

For advertising 
please contact:
558 03 03 03

marketing@fi nchannel.com

Hotel River Side
+(995 32) 224 22 44;

Right bank of Mtkvari , Brosse Street Turn
info@riverside.ge

HOTEL
PUSHKIN

Bochorma street N 3
Tel: (+995 32)2 19 23 53
E mail: info@hotelpushkin.ge

GREEN 
BUILDING 

A Class Business 
Center

CASTELLO 
MARE HOTEL & 
WELLNESS RESORT 

D riving along the serpentine road, 
surrounded by subtropical plants 
and little villages, with aquamarine 
Black Sea on your right, you will 
inevitably spot something really 

peculiar. Something a bit out of this world - 
a white tower nesting on a cape among lush 
green plants.

This property is 1 minute walk from the 
beach. The magic of Tsikhisdziri, where Cas-
tello Mare Hotel and Wellness Resort is lo-
cated, is nothing else but captivating. Batumi, 
the summer capital of Georgia, the place to 
party and stay sleepless, is only 17 kilometres 
away, but the resort is embraced by serenity 
and peace. It was a place for summer escapes 
already 100 years ago, and in the Soviet pe-

riod a popular sanatorium was operating on 
that very spot.

Since 2016, Castello Mare welcomes every-
one who is in need of relaxation and switching 
off  from routine. Isolated from the rush of life, 
overlooking the Black Sea, buried in verdure, 
it feels like an offi  cial representation of heav-
en on earth. Three impressive buildings and a 
little pearl of the resort, Villa Aphrodite, can 
accommodate up to 250 guests.

A lovely garden, private pebble beach, fan-
tastic spa facilities, infi nity pool, conference 
halls and meeting rooms, as well as various 

entertainment facilities are there to make your 
vacation or business trip extremely pleasant.

Castello Mare consists of three campuses 
(Victoria, Diana and Alba), and a lovely Vil-
la Aphrodite. In total, the hotel off ers more 
than 100 rooms of 17 categories, and you can 
be sure that each of them is highly comfort-
able and has mesmerizing window or balcony 
view. In our hotel, you treat not just your 
body, but the deepest corners of your soul by 
observing pristine nature and endless sea.

Business travelers and organizers of cor-
porative events are going to enjoy the stay in 
Castello Mare too. It has great facilities for 
meetings and conferences, and of course, for 
leisure and after-conference gala events!

Also, it is a popular destination for wed-
dings and photo shootings.

Modernly furnished, the rooms of Cas-
tello Mare Hotel&Wellness Resort include 
fl at-screen TV, air conditioning and a private 
bathroom. For your comfort, you will fi nd free 
toiletries and a hairdryer. Some rooms also 
off er a private balcony or a terrace.

Satisfi ed with your city’s sports facilities?

PHONE
+995 422 21 28 28
E-MAIL
info@castellomare.com

ADDRESS
Tsikhisdziri, Batumi, Adjara, Georgia
PHONE
+995 422 21 28 28

E-MAIL
info@castellomare.com
ADDRESS
Tsikhisdziri, Batumi, Adjara, Georgia
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BUREGERCLASICO

40, Chavchavadze Ave.   Tel: 229 42 30

24/24

Red Café - 
Bistro & Cafe

# 71 Vazha-
phavela Ave.
Tel: 2201 211

info@redcafe.ge

PREGO

84, Barnovi Str.
Tel: 225 22 58

15, Erekle II.
Tel: 293 14 11

2, MarjaniSvili Str. 
Tel: 2 999 723

41, Gamsakhurdia Str.
Tel: 237 96 88

SIANG-GAN

ENGLISH TEE 
HOUSE

5, Marjanishvili Str. 
Tel: 294 16 20

TWINS - gift 
store. 

Exclusive decor, 
designer Items 

from U.S.

25 Akhvlediani  str. Tbilisi

Tbilisi
13 Taktakishvili Street,

Tel.: (+995 595) 90 71 80
19 Petriashvili Street,

Tel.: (+995 595) 33 82 10
7 Pekini Street,

Tel.: (+995 591) 19 39 68
78 Chavchavadze Avenue (Bagebi),

Tel.: (+995 599) 09 56 70;47
Kote Apkhazi Str (Leselidze),

Tel.: (+995 599) 095670
12 Amaghleba street (Sololaki),

Tel.: (+995 599) 08 34 53
1 Ateni Street,

Tel.: (+995 591) 70 90 22
25 Gagarini street,

Tel.: (+995 591) 19 39 68
24A Pekini street,

Tel.: (+995 591) 96 19 90
7 Mtskheta Str.

Tel.: 599 21 53 83

Book 
Corner

13b, Tarkhnishvili Str.
Tel: 223 24 30

contact@bookcorner.ge

https://www.facebook.com/RespublikaGrillBar/

Respublika Grill Bar

Addr: 3 Vekua Street.
(Trade Center GTC)

Tel.: 2 93 61 38

CAFE 
CINEMA

4, Vashlovani Str.
Tel: 298 90 86

PICASSO

Literary cafe   “MONSIEUR JORDAN”
V. Gorgasali  st.,17
Tel.: 275-02-07

MEPETUBANI

Addr: 3 Erekle II square 
Tel: +995 598 77 09 68

1. 7 Sandro Euli St. Tel.595 99 22 77
hello@stradacafe.ge Each Day 10:00 – 01:00   

2.#5  Marjanishvili Str. 595 99 22 88

19 Pavle Ingorokva str. Tbilisi
+995 555 004151

LE MARAIS

32 Abashidze Str.  Tel: 222 40 83

34, Rustaveli Ave. 
Tel: (+995 32) 2923 592

Phone:
+995 599 27 60 

67 /
(032) 2 15 85 90

Addr:
Erekle II’s 
square 10

PROSPERO’S PROSPERO’S 
BOOKSBOOKS

37 Chavchavadze Ave.
Tel.: 291 30 26; 291 30 76

TEKLA PALACETEKLA PALACE

TIFFANY BAR AND TERRACETIFFANY BAR AND TERRACE

Address: Mari Brose Street, 
Open today · 11:30AM–11PM

Phone: 0322 24 22 44

diningdining|  places we strongly reccommend to visit  |

1 Brother
Kakabadze Str.

Tel: 292 29 45;
Fax: 292 29 46;

tk@mcdonalds.ge
Mrgvali Baghi Square; 7a Pekini Ave.34 Kote 
Afkhazi Str;125 David Aghmashenebeli Ave

Tel: +995 322 380802; info@lucapolare.com
www.lucapolare.com;   LucaPolareOriginal

La Brioche

Addr: Batumi, 
Georgia, Parnavaz 

Mepe №25

Tel.: 260 15 36
info@piazza.ge, www.piazza.ge

4, Besiki Str.

Tel: 2 519 966
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