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Socio-economic living conditions have a certain influence on the structure and development of the
population. Structure change and demographic problems are directly related to the ongoing
economic processes in the country. Although the solution to demographic problems is influenced by
such factors as promotion of regional development, creation of favorable conditions for investment
and business development, promotion of agriculture, development of tourism infrastructure, and so
on, no less important is the purposeful, rational, productive and efficient use of existing resources.
Local self-government units and the resources at their disposal have a special role in the
implementation of socially developed and consistently implemented regional policies, which directly
or indirectly affect the living conditions, socio-economic and demographic situation of the population
living in the region. Targeted, economical and productive management of resources by local self-
government units is possible through an effective internal control system. The internal control system
is one of the main levers for identifying risks, assessing them and bringing them to an acceptable
level. The role of internal control in the effective management of socio-economic and demographic
problems are discussed and justified in the present paper on the example of local self-governments.
The situation existing in the regions of the country during the last few years is also analyzed taking
into consideration budget management and the effectiveness of the internal control system. Based on
the method of regression analysis, the impact of unutilized budget funds and free balances on solving
the socio-demographic problems of the population of the same self-governing unit is studied and
calculated. © 2021 Bull. Georg. Natl. Acad. Sci.

Demographics, demographic problems, social policy, population welfare, internal control, government
programs, risks

Demographic problem is our greatest national  important in the context of the socio-economic,
concern today [1:9]. One of the provocative reasons  cultural, political and demographic development of
is Georgia's involvement in international migration  the country. The demographic threat is mentioned
processes, which is strengthening every single day.  among the five biggest threats (war, economic,
The role of migration is becoming increasingly
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energy, environmental and demographic threat
itself) [2:115].

From the early twentieth century to the
beginning of this century, the demographic
situation in Georgia critically deteriorated, and the
negative regime of population reproduction was
formed, which reduced the population by almost
30% compared to 1990 [3:129].

As of January 1, 2019, in Georgia 58.7% of the
population lived in the cities and 41.3% in rural
areas. Based on the analysis of statistical data, it is
clear that the rural population is declining by 0.3-
0.4% annually [4].

At present, 23.1% of the rural population lives
below the absolute poverty line, while almost 75%
are self-employed, mostly in agriculture, forestry
and fisheries. The average annual number of
employees in this sector is only 1.7%, while the
share of this sector in GDP (GDP) is 14.8%.

According to the studies conducted in the
municipalities of Georgia, the main problem of the

current  socio-economic development is the

shortage of human resources (exodus of young
people abroad, the decline in the working-age
population, inadequacy of staff resources, etc.),
lack of financial and material resources in local
self-government. In addition, in the lack of the
factors for economic growth (land, capital, labor
force and knowledge) the out-migration of workers
and a shortage of skilled labor have been identified
as the primary problem [5].

We would like to note that in our country to
solve the social and demographic problems it is
planned to introduce effective internal control
system as a part of the public financial management
reform, which in turn is a mechanism for
maximizing the financial efficiency of the public
sector and is essential for the economic success of
the country. Results-oriented planning and full
implementation of the system of internal financial
management and control, in turn, implies the
introduction of an effective system of internal
financial management and control in institutions

spending financial resources, which ensures

Table 1. Untapped balances and free funds, population size and the population growth (decline) rate in

municipalities

01.01.2019 01.01.2020
é Sl g IS s % ESl g IS S 3
c o o S T S5 QL O =) = =SS E
“ 8 S8 | 2o | 223l 85 |5 2o | 325 o
3 S5 S8 £ €% | £B52E| 58 E €% | £ BEE
Kazbegi 72434 | 4,687.7 |38 -0,3 45508 | 2,487.2 | 3,8 0.0
Khashuri 18381 |1046 |51,7 |-03 22397 | 7879 513 |-08
Vani 36284 | 1366 | 222 | -24 13422 [ 3347 [216 |-27
Zestafoni 27895 | 7809 [56.0 | -09 40742 [ 9497 [555 |-10
Martvili 21991 [ 13943 [322 |-12 22446 | 15070 31,8 |-13
Adigeni 23299 |15%4 [ 162 |-03 28394 | 1,7874 | 161 |-07
Akhaltsikhe 5562.1 | 6022 [394 |00 34764 | 4401 [394 |00
Borjomi 7,390.2 | 5360.7 | 251 | -0,4 69780 |6,2275 | 250 | -06
Ninotsminda 22309 | 1,3424 [ 206 | -44 25726 | 1,8168 | 19,6 | -47
Gurjaani 28487 | 11256 |526 |09 18749 [ 9697 [521 |-09
Dedoplistskaro | 2,647.0 | 20151 | 235 |-08 29041 16989 [231 |-07
Telavi 58204 |31318 [560 |-12 8,080.0 | 438000 |553 |-13
Gardabani 13,366.3 | 2,809.3 | 808 | -0.6 9,380.3 | 38664 |804 |-05
Dmanisi 5236.1 | 16344 | 204 |08 75509 | 20953 | 206 |11

Reports of the State Audit Office on “Compliance audits of programs spending and executing municipal budgets

implemented in 2018-2019; https://sao.ge/ka/
National Statistics Office, URL.: https://www.geostat.ge (.2020).
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efficient management of public finances and
refinement of results-oriented approaches [6].

A prerequisite for EU candidate countries is a
well-organized system of internal control in
budgetary institutions. The adequacy of the state
internal financial control system has become a kind
of indicator to assess the effective functioning of
institution. The development of this system is one
of the priorities for all EU member states and
candidate countries [7:14].

The existence of a comprehensive internal
control mechanism is especially important for a
developing country such as Georgia. The internal
control system is a system of the managerial,
financial and other control mechanisms of
institution, which includes the organizational
structure, methods, procedures, and the internal
audit function, which is formed to encourage the
institution to achieve its goals and implement its
activity legally, transparently, economically,
efficiently and productively. It aims to ensure the
economical, efficient and productive use of funds
and resources [8].

Based on the selective principle, we have
studied and analyzed unutilized funds from the
budget of 14 municipalities, the balance of free
funds, the number of population and the population
growth (decline) rate (see Table 1) during 2018-
2019.

Table 2. Population size and the sum of untapped
balances and free funds in Dedoplistskaro

Dedoplistskaro municipality

Years i Y (thousand X (thousand

people) GEL)
2016 1 24.90 0.00
2017 2 24.40 0.00
2018 3 24.00 2,898.90
2019 4 23.50 2,647.00
2020 5 23.10 2,904.10

Based on the regression analysis, let us
determine whether the use of untapped balances

and free funds has an impact on the demographic

Bull. Georg. Natl. Acad. Sci., vol. 15, no. 4, 2021

situation, for example in
municipality (see Table 2).

The population size is considered to be the
response variable, while the sum of untapped
balances and free funds is considered to be the
factor variable.

The theoretical model of pairwise
regression has the following general form:

Dedoplistskaro

linear

Y, =a+p +U,

where Yi — population size, Xi - the sum of
untapped balances and free funds, U - random

component, i=1,2...,n.

Y =a+bx
a=y-b x
b~ Cov(xy)
Var(x)

Y =24.65-0.00039x
Var(x) =1/ nx]_xi’ X

Based on the data we shall obtain:

x =1,690.00; y = 23.98; =23.98;
=" xiyi =198,862.81; I xi?23,844027.02,

X = 2,856,100.00
Cov(x,y) =-753.64
Var(x) =1,912,705.40

b =-0.00039, a = 24.65,

Y =24.65-0.00039x

The regression model ¥ economically reflects
the inverse relationship between the sum of
untapped balances and free funds and the
population size. If the amount of untapped balances
and free funds reduce, the population will grow,
and vice versa. Based on the above analysis, it has
been established that it is important to maximize the
use of funds in order to have a positive effect not

only on the economic development of
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municipalities, but also to
demographic situation.

The study and analysis of the issues related to
the internal control systems of municipalities
revealed a number of thematic problems, which had
a significant impact on the misuse and
misappropriation of public funds. For example,
various types of violations were identified in the
public procurement management process, with a
total value of GEL 134 million in 2014-2015 and
approximately GEL 33 million in 2016-2017 [9].

In addition to the above, during the research
process, we considered it important to evaluate and
analyze the "Rural Support Program”, within the
framework of which the state budget allocations are
provided for municipalities. The program has been
operating since 2010, under which a total
370,392.00 thousand GEL was allocated (see
Figure).

improve the

e The positive socio-economic benefit of the
program(s) to be implemented should accrue to
the majority of the population of the settlement;

e Work, goods and/or services purchased under
the program should be aimed at improving the
material, living and/or socio-economic situation
of the majority of the population of the
settlement;

e The population of the respective settlement(s)
should be employed as much as possible to
perform the work to be done.

Under this program, municipalities have
exposed the systemic weaknesses, during which
municipalities could not utilize allocated funds,
could not complete the construction of individual
facilities, resulting in an ineffective utilization of
funds, while resources allocated under this program
should have been wused entirely for rural
development and socio-economic improvement.

50.000,00 50.000,00 50.000,00 50.000,00 50.000,00

40.000,00 40.000,00

2010

2011 2012 2013

2014

I I I I I 1

2015 2016 2020

Resolutions of the Government of Georgia - "On Approval of the Rural Support Program™ (2009-2020).

Fig. Funds allocated within the Rural Support Program (thousand GEL).

The program defines the purposivenes of
allocated funds, within the framework of which it
is first necessary to spend allocated funds under the
program on construction, rehabilitation and/or
improvement of local infrastructure facilities,
equipping the public buildings, and/or purchasing
durable equipment. Also, the measure that meets
the first requirement should also meet at least one
of the following criteria:

Bull. Georg. Natl. Acad. Sci., vol. 15, no. 4, 2021

The current circumstances highlight that
municipalities are unable to ensure the efficient,
targeted, rational, economic and productive
utilization of resources, which in turn affects the
socio-economic situation of municipalities and
demographic problems.

It is important for municipalities to manage
available resources as efficiently, purposefully and
rationally as possible by introducing and
strengthening the internal control system. It is the
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responsibility of the municipal self-government to
properly plan rural development through subsidies
and, most importantly, to create the effective tools
for the economic or social activity of the
community itself [10].

Conclusion

Socio-economic and demographic problems are
highly relevant and important for our country. The
results of our study and analysis revealed that the
local self-governments are characterized by high
risks, which in turn have negative impact on the
well-being of the population and, consequently, the

Bull. Georg. Natl. Acad. Sci., vol. 15, no. 4, 2021

demographic development. The proper, effective
and rational use of financial resources is one of the
most important ways to solve this problem.
However, this process depends on an effective
internal control system, as it is a combination of
managerial, financial and other types of control
mechanisms. It is a leverage and tool to manage
available resources as accurately, purposefully,
effectively, productively and efficiently as
possible. As a result, an adequate and effective
internal control system creates benefits that have a
direct influence on the well-being of the country
and demographic development.



Mechanisms to Control the Effective Management of Demographic ... 187

@©J020m 805

©90maM3x0wo 3MHMdgdgdol 9Bgdd0sbo FsMmgols
3MbE®Mmeol 39dob0Bgdo LogsMmzggermdo

©. LEIEME5330e00™ s 0. YEILOsEO™

32530 P9690¢70l bsbgerdfoge 2160396b0d930, 80bbgbob, bsds®orgrobs s beagoserants 8956090985005

R539AIA0s JI250b0, bsgst039¢mn
** 33395b00b bsg@os8m@ober 603905030, Bobbabob 333717390, 080eobo. bsgsGmgganem

(Fom0mp960e0s 5350g300L 360l 3. wmdmdogsbodol dog)

Jelisbengmdols BEONIGH@Mols s 39630m5Mxd5Bg 35M339me 253¢gbsls sbogbls gbmgMgdols
bmE0sgrry®-93mbmdngnMo 306mdgd0. BEHMWYIGMHOL (33omgds S ©YFTMYMIBOVIEO 3MMD-
99980 3063306 353306H0s J399sb530 80dE0bstyg 93mbmBoz® 3OmEgligdosh. dombgpsgs
030bs, HMI ©YFIMYM530190 3MHMBGIJOOL FmMyz50MdBY 393¢gbsls sbeogbls oligmo gagddmMgdo,
OHMZMOH0Es HY0MmbMmo 35630m5Mgd0L byedgfiymds, 0b3glidoEogdol dmbogols s dobby-
Lol 9630056780 Lm3z0L bymliagtgero 3o0Gmdgdol 89Jdbs, Lmgwols gmMbymdols bgedgfiymds,
AMOHOLGHo 0bazOLEHGMIGOHOL 4363000505 s Lbgs, 3M6s3mad 360d36gwmz560s SMUY-
3o MglmELYdoL 3oBbMdM035©, Ms30MbsEMMIE, 3MMEYYIE0MIEs® ©s 9BIJE0Ds® sdm-
49690s. LmGs 8998s398w1mo S M5630dEI3HMEs© 3oBbMM309MmgdsEo MHgaombols Lemgos-
@0 30¢r0F030l 23bbmMEogmgdsdo gsblisgMmMgdImo 500 MF0Magls SEPOEMIMOZ
®300000560m39¢0 9HMYMEgdl s 3500 336350 gdsdo sGlsgdeen MHglvy@lgdls, Gmdgeos 306-
5300 56 0005 bl gs3agbsll Mga0mblo IbmgMgdo Tmbsbergmdols Lsgmassbmgmgdm
300md903%bY, LeEosWMH-93:mb6mB0zMO s ©IIMYMmIROME BEYMTSMYMBSDY. 5EHOWMIMOZ0
0300035GMZgo  ghmgmergdols doghH Ggly®dligdol JobbmdMmog0, 93mbmdom®o ©s 3Hm-
©MJBH0o 356350335 9839IGWOO Fos 3mbGHMHMEOL LolEgdol Lsdmogrgdoom GOl dglsd-
@909e0. doEs 3MbEMmMmOL LoLEgds FaMmamoagbl gho—gho wWimsghgl BgM3gaRL Molzgdols
0©76308030M7d0Lm30l, dsmo Fgisbigdols s dolsmgd Embgdpg ©syzsbolismzol. LEsGosdo
3Q030MMIM 030 1300035MMZJEMdYOOL g0 DBy 23bboEMEo s EILEdYYMGIME0s Bows
3M6@3MM@ol HMeo beEosErM-9306m803796G0 ©s ©YIFIMEMORB0MEO 3MHMdEYdgdol 9i39dE0s6
35603580, FgUFogEoEo s 395B5Er0BYdNME0s J3996ol Hga0mbrddo sMlGdwMEo deagre Fangdols
J0pmBsMgmds. MHYacMglmero s65¢eroBol dgomeol Lsgmdzgmbg Tglifjsgemomo s gosbasMo-
99005 093000095HMNZI0 gJHMYMEob dogh 5903019090 LadoRIEHM MBHYPOLS s CI530-
bmgsgo 653mgdols gogamgbs 59539 m300m3sGmMzgmo gHmgmeol dmbsbergmdol bmEosgrme-

©g3myMsx0wmem 3GHMdEgdgdol 3s@sHy3gdsbg.

Bull. Georg. Natl. Acad. Sci., vol. 15, no. 4, 2021



188 Dali Sologashvili and Tatia Udesiani

REFERENCES

=

Khundadze D. (2015) The demographic situation in Georgia (in Georgian).

2. Lordkipanidze V. (2016) Demographic development and demographic security of Georgia. Bull. Georg. Natl.

Acad. Sci,. 10, 1:112-118.

Lordkipanidze V. (2018) Demology (in Georgian).

Gelashvili S., Mindorashvili M., Magradze N. (2019) Demographic knowledge level of students in Georgia. J.

Economics and Business, 4 :189-203 (in Georgian).

Statistics yearbook of Georgia (2020).

https://www.geostat.ge/ka/single-categories/95/sakartvelos-statistikuri-tselitsdeuli.

Jibuti M., Zardiashvili D., Jikia D. (2018) Local self-government for local economic development (in Georgian).

Public Financial Management Reform Strategy 2018-2021.

https://www.mof.ge/images/File/strategia/2018/PFMRS-2018-2021-2606-final.pdf.

9. Ministry of Finance of Georgia. State Internal Financial Control.
https://mof.ge/saxelmwifo_shida_finansuri_kontroli.

10. Law of Georgia on State Internal Financial Control (2011) Item e, Article 2, and item 1 ¢ Article 6.

11. https://matsne.gov.ge/ka/document/view/91618?publication=11.

12. Koguashvili P., Chikhladze N. (2020) Innovative Approach to the Rural Development in Georgia. Bull. Georg.
Natl. Acad. Sci,, 14, 1:160-164.

13. http://science.org.ge/bnas/vol-14-1.html.

Hw

® NG

Received June, 2021

Bull. Georg. Natl. Acad. Sci., vol. 15, no. 4, 2021


https://mof.ge/saxelmwifo_shida_finansuri_kontroli
http://science.org.ge/bnas/vol-14-1.html

