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Summary

Introduction. In the market economy it has always been a problem to
establish the role of the state in the economic reproduction. This question
becomes even more pressing during the process of transforming reforms. Today
particularly radical reforms in Georgia are performed in this direction. Since the
beginning of the 1990s the post socialism countries have undergone the complex
process of reforms, which were mostly characterized by economic fluctuations
with all its side effects. Most of these countries have already undergone the first
phase of these reforms, have completed institutional reforms to some extent and
heralded the 21-th century with stable inflation indicators. Our country should have
achieved stability by this time. It must be noted that this process was
characterized by high inflation rate, internal and external debts were increasing;
there was no minimization of state recourses. This requires reconsidering of
methods and ways of realizing ongoing reforms, which is the subject of the
presented dissertation research.

Chapter_1. Principles and Directions of State Regulation of Enterprising
Activities.

In this chapter the necessity of state regulation of economy is considered,
main directions of state regulation are shown. The fact is that the state must fulfill
some requirement while regulating the economy, which is necessary under the
free competition. It must create the bases for the development of enterprising, one
of the important conditions of which is forming fiscal policy for countries with
transitive economy. The state must emphasize main principles, in particular,
available credits to stimulate enterprising, work out relevant legislation, where
rights and obligations of state and private sectors will be marked off. Transitive
economy has always stood out by particularities of its development and in this
respect Georgia is no exception. It is the fact that there are a lot of shortcomings
in this sphere, which is frequently exposed by neglecting these problems. This is
done without basic analysis of deeply ongoing events. In this respect we consider
it necessary to reevaluate the tax policy. We believe that, undoubtedly, the tax
policy has a fiscal role, though, in fact, strengthening of fiscal function significantly
reduces stimulating function of tax policy, so it is necessary to balance these
functions. This question is especially problematic for our country.

Chapter 2. Current State of Financial Securing of Regulation of
Enterprising.

Necessity of state regulation becomes even more significant while carrying
out radical reforms of economy. Transformation in transitional economies has
been carried out in different directions. It includes all spheres, but in this respect
we will focus on particularities of the transformation of ownership relations. For
every post socialism country public ownership was the priority, with implication
that it would be replaced by private ownership, this required unprecedented efforts
from the state. In this respect, the state must have taken into account not only the
necessity of replacing ownership forms and irreversibility of this process, but also
the interests of society members. Besides, this process must have been carried
out as painlessly as possible. This was not easy indeed, because this process
must have been followed by the polarization of society, increase of
unemployment, suspension of enterprises to some extent, deepening of poverty
what we have today in reality. Transformation of ownership forms is accompanied
by privatization. In almost every country the first phase of privatization was carried
out by issuing vouchers, which made even more uncontrollable the events
connected with the transformation of ownership forms. This became more acute
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than anticipated. Afterwards the state must have performed the measures to settle
these problems but it was not done and today the process of unregulated
privatization is still going on, which will inevitably influence the development of
economy in the future.

Chapter 3. Systems of Regulation while Transforming into Market
Economy.

On the one hand, regulation of economy by state is a necessary process, i.e.
the state must regulate tax rates, movement of currency reserves, determine the
volume of emission, define the parameters of the development of strategic
spheres, protect competition by creating effective antimonopoly services,
determine pricing policy.

On the other hand, the state must not interfere directly in the activities of
firms. At the same time, while working out pricing policy parameters, it must
necessarily take into account market economy demands, because prices must be
formed at a competitive market. In this case, the state sets the upper limit of
prices, which can not be exceeded by any firm or individual. The state carries out
all the above mentioned by money control.

Regulation of the economy by the state is carried out in a number of forms
which have been approbated in the countries of civilized market economy. They
are used to some extent in post soviet and post socialism countries. Though it
must be noted that in these countries, including Georgia, there is a comparatively
different situation, which is characteristic for these countries. For more than 70
years Georgia was ruled using methods of administrative-authoritative system, i.e.
controlling of economy was performed from top downwards in a centralized
manner. Interests of enterprises were neglected, there was not any competitive
environment; requirements of economic laws were not taken into account. All this
resulted, first of all, in abandoning the stereotype of the existed ruling system and
then its transition into market economy. Privatization process was performed very
swiftly by vouchering, which caused unpredictable changes of ownership forms,
population polarization. Moreover, the past period has shown a number of
mistakes, which must be corrected by active involvement of the state. Today the
state does its best to overcome these shortcomings. Programs are created to
overcome poverty. In this regard we consider noteworthy the main parameters of
fiscal policy; in particular, creating favorable conditions for the development of
small and moderate businesses, available credits for the development of these
spheres. Special programs are being designed to attract investments, which, in
our opinion, will help to create new working places.
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