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IMPORTANCE OF DOUBLE TAXATION TO
INCREASE EXPORT POTENTIAL OF GEORGIA

Introduction. According for future economic
development of country and creation strong stable political
framework 1is essential to improve international existing
mechanism of avoiding double taxation. Double taxation
avoidance system is an essential component of good business
environment and is a key factor of stimulating investments.
Agreements of Double taxation provide legal framework of
releasing from double taxation. In spite of that, such exemption
is foreseen by the internal law of different countries,
international double taxation agreements provides contingency
approach.

Aim and tasks. The aim of the article is to study the
directions of avoiding double taxation, which contributes to the
deepening of economic cooperation between countries and
attracting investment. The task is to study and show the
positive and negative sides of double tax treaties.

Results. One of the main factor of countries economic
development is to promote export. For that every country is
interested in incensement of export share per capital in foreign
trade. In the article is analysed trends of development of
international double taxation principles and forms. Research
shows and confirms that an effective legal mechanism in
Georgia is still in the process of formation in this field. Trade
liberalization contributes to the creation of such flexible
mechanisms, which allow developing countries receive
maximal benefits from the process of world economic
development. Also, Georgia received economic benefits from
agreement of Avoidance of Double Taxation, which was
signed all parties.

Conclusions. We have to mention that for Georgia is
great challenge to increase export share per capital in
European Union countries. Georgian has real ability to
increase export potential in EU countries. The result of this
is deep and comprehensive Free Trade Agreement (DCFTA)
with the European Union and agreement of Avoidance of
Double Taxation and the Prevention of Fiscal evasion
(DTAA) with respect to taxes on income. It promotes to
build further new trade economic cooperation between
countries by safeguarding the interests of involved countries
according the agreement.

Keywords: double taxation; export; export
potential; European  Union; exemptions; international
agreements.
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BAXKJIMBICTD MOJABIMHOI'O OIIOJATKYBAHHSI
JJIS 3BBIVIBIHEHHSA EKCITOPTHOI'O IIOTEHIIAJTY
rey3il

Beryn.  BigmoizHO 10 HOJANbIIOrO  PO3BUTKY
€KOHOMIKM KpaiHH 1 JJIs1 CTBOPEHHSI MOJITUYHOI CTaOUIbHOCTI,
BOXJIMBE  BJIOCKOHAJICHHS  ICHYIOYOIO  MEXaHi3My IO
YHUKHEHHIO MDKHapOJHOTO IOJABIMHOIO  OMNOAATKYBAaHHS.
CucremMa MO YHUKHEHHIO IIOJBIHHOIO OIOJATKYBaHHS €
OOOB'I3KOBUM KOMIIOHEHTOM 1 CTUMYJIIOIOYMM KIIOYOBUM
YUHHUKOM IHBECTHIIIH. Horosopu po Mo/IB1iiHE
OTOJIATKyBaHHS 3a0e3NneuyroTh CBOOOAY BIA  IOPUIMYHHUX
MOJBIMHUX OMOAaTKyBaHb. He nuBasuMch Ha Te, MIO
3BUIBHEHHSI Takoro poJay B)K€ IMepeadayeHo BHYTPIIIHIM
3aKOHOJABCTBOM pI3HMX KpaiH, JOroBIp TMpoO MOJBIiHE
OTIOJIATKYBaHHS 3a0€3Meuy€e JOCKOHATIIIUHN MTIIX1I.

Mera Ta 3aBaaHHsi. ['0JIOBHOIO METOIO CTaTTi €
JOCITIKEHHS HanpsMiB YHUKHEHHS MOJIBIITHOTO
OTOJIATKYBaHHS, IO CIpUsE€ TMOITUOICHHIO EKOHOMIYHOIO
CHIBpOOITHUIITBA MDK KpaiHaMH 1 3aJy4CHHS IHBECTHIIIM.
3aBaHHs MOJISITA€ B TOMY, 11100 BUBYUTH 1 MOKA3aTH MO3UTHBHI
1 HEraTUBH1 CTOPOHU JIOTOBOPIB MPO IMOJIBIHE OMOIaTKyBAHHSI.

Pesyabratun. CropusitouuM YUHHUKOM JUI  PO3BUTKY
eKOHOMIKM KpaiHH € pO3IIMPEHHS] EKCHOPTHOI ISUIbHOCTI,
3allIKaBJICHICTh JIEp’KaBH B 30BHIIMIHBOMY TOBapooOIry 3a
JOTIOMOTOI0  pocTy Horo moii. [IpoaHamizoBaHi TEeHICHINIT
PO3BUTKY ICHYIOUMX MNPUHLUMIIB 1 (QOpM MIKHApOJIHOTO
noJBiifHOTO onojarkyBaHHs. IliaTBep/rKeHO, 1m0 edeKTUBHI
IIpaBOB1 MeXaH13MU B ['py3ii B IIbOMY HarpsiMi BC€ 111€ B MPOLEci
(dhopmyBanHsi. Jlibepaizailis TOPriBiil CIIPHUsiE€ CTBOPEHHIO TAKUX
THYYKAX  MEXaHI3MIB, sIKI  JO3BOJIATH  KpaiHaM, IO
PO3BHBAIOTHCS, MAKCUMAJIbHO CKOPHUCTATUCS MOMIIUBOCTSIMH,
CTBOPEHHMMH B TIPOLIECI PO3BUTKY CBITOBOI EKOHOMIKH 1
€KOHOMIYHUMH pe3yjbTaTaMy, OTPUMaHUMHU O(OPMIIEHHIM
JIOTOBOPIB 3 Jiep’KaBaMy, 110 MaroTh 3 ['pysiero moroBopy mpo
YHUKHEHHSI IOJIBIHOTO OMO/IaTKYBaHHSI.

BucHoBku. 3 MeTor0 e(peKTHOro aaMiHICTpYBaHHS
CUCTEMU [0 YHUKHEHHIO [MOJBIMHOTO  OINOJATKyBaHHS
MOTPIOHUN CHCTEMHUN MOHITOPUHI €(EeKTUBHOCTI JOrOBOpIB
PO YHUKHEHHS MOABIMHOTO omoaaTKyBaHHsA. CIli 3a3HAYUTH,
10 TEPCIeKTHBa POCTY EKCHOPTY B KpaiHu €Bpocorody is
I'py3ii € BaxiIMBUM BUKIMKOM. ['py3ii peanbHO Mae
MOJKJIMBICTb ~ MIJBHUIIEHHS E€KCHOPTHOIO MOTEHLIaTy 1o
HafmpsiMy KpaiH €BpocColo3y, Mpo IO 1 BKa3zye Yrojaa <«ipo
CTBOpEHHsI 3 €BPOCOI030M TIIMOOKOi 1 YCEOCSHKHOI TOProBOi
30HM» 1 YKJIQJIEHHS JIOTOBOPY IIPO YHUKHEHHS MOJBIMHOTO
OMOJIATKYBaHHS 1 TPUINMHEHHS HECIUIATH IIOJaTKiB, sKe
CIIPUSITUME MOTJIMOJIEHHIO TOPrOBEIbHO-EKOHOMIUHOT CIIBIpAIli
MDK KpaiHaMH.

KirouoBi cioBa: nojBiiiHe ONOAATKYBaHHS; €KCIIOPT;
eKCIIOPTHUI NOTeHL1all; €BpOCOI03; MUIBIYU; MDKHAPOIHA Yro/a.
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Introduction. Issues related to income
and capital taxation to countries participating in
this process are especially relevant at the
modern stage by their economic relations.
Fundraising of capital and investment in current
high competition environment, it’s becoming
more and more acute for Georgia to perfect
mechanism of legislation to avoidance of
double taxation and harmonization with
international standards.

Among international agreements there are
one of the most important ones: “Agreements
of Avoidance of Double Taxation and the
Prevention of Fiscal evasion” (DTAA), which
main aim is further enhancement and building
new trade economical cooperation between
countries also funding of investments.

It’s very important to choose an
appropriate method, forms and principles to
avoid double taxation, to specify information
according Income of an International Financial
Company received from performance of
financial operations and/or provision of
financial services, as well as gain received from
sale of securities issued by non-resident
persons, to fulfil current model of tax regimes
and therefore mobilizing more money resources
in budget of the country. Agreements of Double
taxation provide legal framework of releasing
from double taxation. In spite of that, such
exemption is foreseen by the internal law,
international double taxation agreements
provides contingency approach.

The task of the article is to study and
show the positive and negative sides of the
contracts. To work out the approaches. Georgia
has multiple external economic relations. It
actively involves to develop export and import,
its basic principle is liberalism and has the
world's most liberal foreign trade policy.
However despite the complex interplay
between trade liberalization European Union
strongly promote to create such flexible
mechanism, which allow developing countries
receive maximal benefits from the process of
world economic development. Also, Georgia
received economic benefits from agreement of
Avoidance of Double Taxation, which was
signed all parties.
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The aim. The aim of the article is to
study the directions of avoiding double
taxation, which contributes to the deepening of
economic cooperation between countries and
attracting investment. The task is to study and
show the positive and negative sides of double
tax treaties.

Results. Georgia started taking active part
in international agreements on avoidance of
double taxation from 2000, but from 2008
started active cooperation with countries of
strong economic cooperation. So, agreement is
based on model of The Organisation for
Economic Co-operation and Development and
determines principles of taxation between
countries. Since a main objective of tax treaties
is the avoidance of double taxation in order to
reduce tax obstacles to cross-border services,
trade and investment, the existence of risks of
double taxation resulting from the interaction of
the tax systems of the two States involved will
be the primary tax policy concern. Such risks of
double taxation will generally be more
important where there is a significant level of
existing or projected cross-border trade and
investment between two States [1]. Most of the
provisions of tax treaties seek to alleviate
double taxation by allocating taxing rights
between the two States and it is assumed that
where a State accepts treaty provisions that
restrict its right to tax elements of income, it
generally does so on the understanding that
these elements of income are taxable in the
other State. Where a State levies no or low-
mmcome taxes, other States should consider
whether there are risks of double taxation that
would justify, by themselves, a tax treaty.
States should also consider whether there are
elements of another State’s tax system that
could increase the risk of non-taxation, which
may include tax advantages that are ring-fenced
from the domestic economy. Namely the
income derived by legal and physical persons
in the other country will be taxable in the
country where it was obtained or in the country
of residence. In case of taxation by the country
of source of income, residence country take
obligation to foreseen tax which was paid by
taxpayer in source country to avoid double
taxation.
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Also, main aim of treaty is prevention of
fiscal evasion, which can be achieved through
the implementation of international standards
of information exchange to achieve fiscal goals.
In case of absence of international double
taxation treaties, economical and trade relations
between countries create obstacles of growth of
international business producing dimensions,
which is reflected by the Ilimitation of
movement of capital, by the formation of an
unhealthy investment environment and by the
creation deficit on the international market of
labour. On the hand this complicates the tax
administration process within the country,
which obviously negatively effects on the
country's budget and, in the end, hinders the
country's economic development [2].

Therefore, for the country, also for
Georgia and for the further economic
development, for sustainable development of
economy and for the political stability is very
important to fulfil the existed mechanism of
avoidance of double taxation.

For solution of this problem there is way
to sign agreement of avoidance double taxation
between countries, which safeguard the interest
of taxpayers of the member countries and
norms of international law. Also, it will solve
problems appeared by the absence of the law
about evidence of double taxation to regulate
economic problems and to extend boarders of
foreign trade.

Double taxation is a taxation principle
referring to income taxes paid twice on the
same source of earned income. It can occur
when income is taxed at both the corporate
level and personal level. Double taxation also
occurs in international trade when the same
income is taxed in two different countries.
Those taxpayers who have commercial,
entrepreneurial, financial or other activities in
other countries will be doubly taxed without
agreement of avoidance of double taxation
between the countries which main purpose is
prevention such situations. It’s necessary
condition to not slow down economic
development of country [3].

There’re different legal approaches to
avoidance of double taxation. Beside that
agreement of avoidance of double taxation is
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signed by both countries, which main aim is to
fulfil legal mechanism, first of all it provides a
fair distribution of tax liabilities on tax
jurisdictions of different countries.

So double taxation can be avoided by two
basic ways: The first is unilaterally, when is
used the country's internal tax legislation and
the second multilateral, when are signed
treaties of avoidance of double taxation by the
countries.

Based on Ist January 2018, Georgia has
currently agreements on the Avoidance of
Double Taxation of income and capital with 55
countries, which generally follow the OECD
Model Tax Convention on Income and on
Capital. Georgia does not honour the double tax
treaties concluded by the former Soviet Union.
There are 32 countries in levy tax regime from
6 month, 13 countries — from 9 month, 8
countries — from 12-month, 1 state — from 90
days, 6/183-days. These deadlines provide legal
basis for resident people in those countries who
have their business activities, as non-resident,
in Georgia, so in the country of source, where
was accrued tax liabilities. Dates of occurrence
of tax liabilities differs according agreements
which has Georgia with contracting state [1].

Pursuant to the Tax Code a permanent
establishment of a foreign enterprise or non-
resident individual in Georgia is recognized as a
defined location on the territory of Georgia,
through which they fully or partially carry out an
entrepreneurial  activity, including activity
conducted through an authorized person. The
following are specifically considered to create a
permanent establishment: construction sites,
assembly or building facilities, and the exercise
of controlling activities connected with such
facilities;  installations or sites, drilling
equipment or ships used for surveying of natural
resources, as well as the exercise of controlling
activities connected with such facilities; a
permanent base where a non-resident physical
person carries out entrepreneurial activity; place
of management of a foreign enterprise, branch,
representative office, department, bureau, office,
agency, workshop, mine, pit, other place for
extraction of mnatural resources, any other
separate unit or place of such enterprise’s
activity if it continues more than 6 month.
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This means that foreign enterprises
carrying out economic activities through a
permanent establishment in Georgia are subject
to profit tax on gross income received from
Georgian sources relating to the activities
performed by its permanent establishment after
6 months according the table 1.

Resident individuals are taxable on their
domestic income, i.e., on income ‘received”’
from Georgian sources. Income is taxable
irrespective of whether it is received in cash or
in-kind. The following benefits received by a
resident individual are specifically excluded
from the taxable base of personal income tax:
dividends and interest received from resident
companies, which were previously taxed at the
source of income.

In order to establish an enterprise
anumber of documents must be submitted
to the National Agency of Public Register of
Georgia. The documents required are stipulated
in the “Law on Entrepreneurs”. A company
registered in Georgia or any entity carrying out
economic activity in the territory of Georgia
should register with the legal entity of public
law National Agency of Public Register of
Georgia on a mandatory basis. The National
Agency of Public Register of Georgia shall
assign an 1identification number to each
taxpayer to be used for all taxes, including
customs tax. Residence of Georgia an
individual entrepreneur, as the subject of the
rights and obligations provided for in this Law,
shall originate only upon registration in the
Entrepreneurial Registry. Pursuant to the Tax
Code, a taxpayer will be subject to payment of
financial penalties in case of performing
activities without being registered with the state
authorities [4].

According aims of avoidance of double
taxation, for future improvement of legislative
mechanism of taxation liabilities, is essential to

reduce dates for star up of permanent
establishment by non-resident such as
construction sites, assembly or building

facilities. On the one hand these will increase
amount of income in budget, on the another - in
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relation to non-residents, it will be non-
discriminatory approach of residents of the
source country.

According data from the table 1, we can
see that European Union member and non-
member countries, such as Singapore,
Liechtenstein, Cyprus, San Marino, Bahrain,
Malta, Qatar, Estonia, United Arab Emirates
residents on source of income are exempted
from taxes according agreement on avoidance
of double taxation. These means that these
countries impose taxes on income of source to
their countries non-residents with high tax
rates, but for their residents they require low
rates of taxes from the contracting countries.

By the non-residents source on income
country (Georgia) received dividends, interests
and royalties, according agreement on
avoidance of double taxation are often
exempted from taxes, beside that on such types
of income there are low tax rates.

Such attitude towards taxation of income
received by non-resident individuals within the
tax jurisdiction of Georgia may be considered
as discrimination against its own resident
individuals. Exemption from taxes of non-
residents on the one hand cause losses in
budget and on the another demotivates local
entrepreneurs.

"Other revenues" of non-resident
individuals of the Contracting States (not
included in the table) which may be taxed on
the basis of other legal documents regulating
tax regimes and by the European directives,
source of country (Georgia) is exempted from
taxes. While studying taxation regime of non-
residents in Georgia (source country), the
"Other Income" article is composed of a non-
resident many activities in Georgia, which are
subject to taxation based on the requirements of
the Tax Code of Georgia, but due to subjective
or objective reasons, such activities are
included in another article that is exempted
from taxation regime. This means that the
revenues received from non-residents in the
country are not legally permissible and the
budget of Georgia loses millions in revenues.
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Table 1. Approval of rules for benefiting from tax reliefs under the International Agreement
on the Avoidance of Double Taxation and repayment of taxes paid to non-residents in Georgia

Benefits according tax types in accordance with double taxation agreement

N Name of the country Pernament Establishment Dividends Interest Royalties
1 2 3 4 5 6

1 Austria 6 month 0%/5%/10% 0% 0%
2 Azerbaijan 6 month 10% 10% 10%
3 United Arab Emirates 6 month 0% 0% 0%
4 Belgium 9 months 10% 10% 10%
5 Bulgaria 12 months 0%/15% 0% 0%
6 United Kingdom 12 months 0%/15% 0% 0%
7 Germany 6 months 0%/5%/10% 0% 0%
8 Denmark 6 months 0%/5%/10% 0% 0%
9 Spain 6 months 0%/10% 0% 0%
10 | Estonia 6 months 0% 0% 0%
11 | Turkey 12 months 10% 10% 10%
12 Turkmenistan 6 months 10% 10% 10%
13 | Japan 12 months 15% 0%/10% 0%/10%
14 | India 90 Days 10% 10% 10%
15 Israel 9 months 5% 15% 0%
16 Iran 12 months 5%/10% 10% 5%
17 | Italy 6 months 5%/10% 0% 0%
18 Ireland 6 months 0%/5%/10% 0% 0%
19 | Qatar 6 months 0% 0% 0%
20 | Latvia 6 months 5% 5% 10%
21 Lithuania 9 months 5%/10% 10% 10%
22 | Luxembourg 6 months 0%/5%/10% 0% 0%
23 Malta 6 months 0% 0% 0%
24 | Netherlands 6 months 0%/5%/10% 0% 0%
25 Poland 6 months 10% 10% 10%
26 | Portugal 9 months 5%/10% 10% 5%
27 Romania 9 months 8% 10% 5%
28 Greece 9 months 8% 8% 5%
29 French 6 months 0%/5%/10% 0% 0%
30 Slovenia 6 months 5% 5% 5%
31 | Singapore 6 months 0% 0% 0%
32 Armenia 6 months 5%/10% 10% 5%
33 Uzbekistan 6 months 5%/10% 10% 10%
34 Ukraine 12 months 0%/5%/10% 10% 10%
35 | Hungary 12 months 0%/5% 0% 0%
36 | Finland 6 months 0%/5%/10% 0% 0%
37 | Qazaxistan 6 months 15% 10% 10%
38 Switzerland 6 months 10% 0% 0%
39 | China 6 months 0%/5%/10% 10% 5%
40 | Czech 6 months 5%/10% 8% 0%
41 Slovakia 6 months 0% 5% 5%
42 Bahrain 6 months 0% 0% 0%
43 | Norway 6 months 5%/10% 0% 0%
44 | Egypt 6-183 days 10% 10% 10%
45 Serbia 9 months 5%/10% 10% 10%
46 San marino 6 months 0% 0% 0%
47 Kuwait 6 months 0%/5% 0% 10%
48 Croatia 9 months 5% 5% 5%
49 Sweden 12 months 0%,10% 0% 0%
50 | Belarus 12 months 5%/10% 5% 5%
51 Iceland 6 months 5%/10% 5% 5%
52 | Cyprus 9 months 0% 0% 0%
53 Korea 9 months 5%/10% 10% 10%
54 | Liechtenstein 9 months 0% 0% 0%
55 Moldova 6 months 5% 5% 5%

Source: compiled by the authors by [1].
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According to the agreements signed on
the avoidance of double taxation with the
Contracting States of Georgia, the taxation of
income taxes generated by non-residents in
Georgia (source country) as a dividend is
different from each other.

Dividends are levy by high interests rates
such strong economic countries as Germany
with percentage — 26,38%, Italy- 26%, France —
30%, Sweden — 30%, Switzerland — 35%, their
residents received dividends in Georgia are
taxed from 0 -10 %. Low warranty tariffs
offered by Georgia to other countries must be
calculated for the benefit of the budget based
on the country's economic interests. Besides
dividends, non-residents are receiving from
entrepreneur activities interests and royalties in
Georgia. From the table 1 we see, that some
member and non-member European Union
countries such as: Switzerland, Finland,
Hungary, Austria, United Kingdom, Germany,
Denmark, Spain, Italy, Ireland, Luxemburg,
Netherlands, France, Norway, Kuwait, Sweden,
which have enterprises as permanents
establishments are exempted from taxes of
interests and royalties [5].

Dividends, interests and royalties by
taxpayers, taxes and rates may be changed by
non-residents, according tax documents
regulated by agreements with the contracting
States, Euro directives and tax regimes. Tax
rates for non-residents received dividends,
interests and royalties must be determined by
specific expediency.

The benefit from the conclusion of
international double taxation avoidance
agreements is only possible when the articles
reflected in the agreement are equal to the
resident and the source of the income countries
and 1is established stable socio-economic
environment. One of the most important
position in this relationship is the tax rate.

In order to attract investments and to
increase motivation for investors in Georgia,
the lower tax rates should be the basis for
further improvement of the existing mechanism
on avoiding double taxation. However, the
analysis confirms that, in all cases, such tax
rates are acceptable for contracting states, as
capital always moves in the direction of low tax
regimes.
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Generally, income taxes are with held at
the source from payments of wages, dividends,
interest, and some other types of payments to
non-residents. The physical or legal person
(including branches and other structural units of
Georgian legal entities) making such payments
must, as a tax agent, withhold the income tax
and pay it to the budget. Any person (individual
entrepreneurs, foreign or Georgian companies)
who makes a payment to a physical person not
registered at the tax agency as a tax payer for
work performed and services rendered is
required to withhold income tax at the source of
payment. The following tax agents withhold
income taxes at the source of payment:
Physical person — entrepreneur who makes
payments to physical persons working as
employees in his individual enterprise; a legal
person who makes payments to physical
persons working as employees; a physical or
legal person paying pensions to physical
persons, with the exception of pensions paid
under the state social security system; a
resident legal person paying dividends to
physical persons; a physical or legal person
(except licensed financial institution) paying
interest to physical persons; a physical or legal
persons making payments to non-residents;
branches and other separate units of foreign
companies.

Stimulating economy is an important
priority of trade policy of developing countries.
Therefore, one of the main aims of trade policy
1s to support integration of these countries into
the international trade system [6].

From this point of view, the main and
acting factors for the country should be:
organizational-legal and integrated forms, fiscal
and monetary credit policies, stimulation of
economy and comprehensive legislative basis.
On this basis, the state will have the ability to
stimulate the form of business, to fulfill state
orders, protect ratio between export and import,
integrative relations, arrangement of
infrastructure, improve social conditions and
protection of ecology.

Georgia has multiple external economic
relations. It actively involves to develop export
and import, its basic principle is liberalism and
has the world's most liberal foreign trade
policy.
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One of the main factor of countries
economic development is to promote export.
For that every country is interested in
incensement of export share per capital in
foreign trade.

The European Union has confirmed the
political will by decision the European Council

on September 1% 2008, in order to accelerate
the process of liberalization of trade with
Georgia.

In this regard, the country has achieved
significant progress in recent years, which
indicates materials of Geostat [7].

Table 2. Georgian export by countries

N Countries Export according years
2013 2014 2015 2016 2017

1 Germany 7 181.6 69 191.6 75 811.3 85352.5 45391.0
2 | French 33 856.2 26 884.5 21031.2 25027.8 29 950.3
3 | Bulgaria 150 753.8 167 104.8 214 247.1 160 758. 6 186 852.2
4 | Spain 66 820.8 70 355.0 41938.0 41 364.0 59 606.7
5 | Italy 81 100.6 86 095.8 74 605.6 72 735.6 69 488.9
6 | Romania 5032.9 4293.9 26 982.9 36 721.4 75 259.0
7 | Netherlands 22 500.8 31 168.8 42 188.2 36 993.5 40 091.9
8 | Azerbaijan 709.919.2 544 448.0 240 953.4 152 374.8 272 149.9
9 | Ukraine 192 808.7 140 003.7 59 873.6 73 324.6 124 536.2
10 | Armenia 315549.4 288 093.3 180 154.2 150 815.4 210 276.6
11 | Belarus 40 506.4 34 810.5 20 466.4 18 251.6 27 545.9
12 | Russia 190 653.4 274 754.0 162 885.6 206 044.0 396 672.0

Source: compiled by the authors by [7].

This table indicates the importance of
export development. Exports play an important
role in the economy, influencing the level of
economic growth, employment, the balance of
payments and returns from external trade. The
amount of Georgian production will increase in
the global market, which will stimulate
Georgian entrepreneur to produce competitive
goods. All of this will increase level of living
standards of population.

Therefore, the wusing of the export
potential of the country and the rising level of
competitiveness of the production produced in
the national economy is the main factor for full
integration into the world economy.

Georgia has an important economic,
industrial-technical and labour potential that
can provide high level of export potential. Each
country has different place in international
business according their geopolitical location,
natural-climatic ~ conditions,  culture  of
historically established agricultural activities,
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producing goods, exchange-distribution and
consumption. Georgia is distinguished by its
diverse natural conditions, which is due to its
specific geographical location.

According data of National Statistics
office of Georgia total export by countries
looks like: Countries of European Union - 21.7
%;  Countries of Commonwealth of
Independent States - 49.1 %, other countries —
29.2 % [7]. From European Union 28 countries
in  Georgian export plays important role
following ones: Bulgaria, Bulgaria, Italy,
Germany, Romania, Spain.

From Countries of Commonwealth of
Independent States largest export countries are:
Azerbaijan, Armenia, Ukraine, Russia. With all
mention countries expect Russia, Georgia has
signed an agreement on "Avoidance of double
taxation and prevention of tax evasion", which
allow receive maximal benefits from the
process of world economic development and
funding investment.
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Georgian exports by country groups in January-November 2018*

"Preliminary data.
Fig.1. Georgian export by country groups
Source: compiled by the authors by [7].

It should be noted that despite the war
and non-existance of diplomatic relations with
Russia, this country in the independent
Georgian history this country is in the top ten
of Georgia's largest trading partners list.
According economic cooperation it must be
sign also with Russia agreement on "Avoidance
of double taxation and prevention of tax
evasion" [8].

It is known that developing countries are
most dvelope, when they are competing with
international markets. The external markets-
oriented strategy accelerates the specialization
process that leads to the increase of
productivity as a result of saving, and it also
contributes to the establishment of closer
contacts with the world economy and to the
implementation of new technologies.

Export-oriented policy envisages
promoting direct foreign investments. Direct
foreign investments are made by developed
countries in the countries, where is cheap local
resources (labour force, raw materials) which is
used for the production of export products.
Without increasing the export potential, none of
them had achieved economic progress.

Despite Georgia had provided successful
export policy and achieved some success in the
diversification of new export markets, the
country needs a sharp expansion of export
profile. To achieve high economic growth rates
and to reduce negative trade balance. It must be
found out alternate sale markets and Georgian
products will be exported to many new
countries’ markets.
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Georgia has the great challenge to
increase export share per capital in European
Union countries. Georgian has real ability to
increase export potential in EU countries. The
result of this is Deep and Comprehensive Free
Trade Agreement (DCFTA) with the European
Union. For Georgia was opened 28 countries
500 Billion market [4].

Also, competition in the world market, is
a key factor for the establishment of free
competition, which is the result of the
development of product and service markets,
also by the improvement quality of production,
set up competitive prices, implementation of
new technologies in the production process by
generating innovative ideas.

Implementation of new technologies in
production process improve and rise quality of
production and decrease spending. Also, it
creates new product and service, which will be
sell in new markets, so it will rise
competitiveness of economic subjects and
living standards of population. All mentioned
above will great positive effect on the economy
of Georgia.

Export growth increases jobs by
generating new business and trade-supported
jobs are not just at companies that export and
import. Trade supports higher wages for
workers and lower costs for companies and
consumers, providing them with more money
to spend on other things [7].

Ultimately, export expansion
diversification is up to the private sector.

and
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Government can be an effective partner for
businesses seeking to identify export markets and
evaluate existing requirements. Government can
deepen and develop international trade relations
with existing and potential trade partners, protect
the interests of national exporters in international
markets, develop national quality infrastructure in
accordance with international requirements and
seek to reduce technical barriers to international
trade. Government can also provide exporters
with information on export markets and support
the development of transport and logistical
infrastructure. In order to increase the
competitiveness of Georgian products and
services and support their establishment in
international markets, the Government of Georgia
supports the creation of systems facilitating
export development, which will raise
entrepreneurs’ awareness of Georgia’s export
products and export markets. In this context, a
special role will be played by legal entity of
public law — Entrepreneurship Development
Agency, which will be working on strengthening
the export potential. Legal entity of public law
Entrepreneurship Development Agency will
inform the entrepreneurs about potential export
markets, requirements existing in those markets

and supply international markets with
information on products and services offered by
Georgia [9].

In order to increase the export potential and
competitiveness of Georgian products and
services, the Government of Georgia will deepen
co-operation with existing and potential trade
partners in order to develop preferential trade
regimes. Besides, intensive work will continue
with a view to starting negotiations with the
United States on a free trade agreement and
deepen trade links existing in the region.
Government of Georgia will cooperate with
neighbouring countries in order to make sure that
Georgian products don’t encounter artificial
barriers in foreign markets. The main result of
these efforts will be the increased role of exports
in the process of development of Georgian
economy, which means increased exports, greater
product diversification and improved penetration
and survival rates in new markets. Georgian
business’ integration in the competitive
environment of international markets will increase
production stimuli and correspondingly, it will
facilitate exports of more value-added products.
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Conclusions and further research. To
regulate the economic problems caused by
international double taxation between countries
and to further expansion of international trade,
it is necessary to sign agreements on avoidance
of double taxation. For economic development
of country and creation strong stable political
framework is essential to improve international
existing mechanism of avoiding double
taxation. Double taxation avoidance system is
an essential component of good business
environment and is a key factor of stimulating
investments with law rate of taxation in
Georgia.

For the effective administration of system
of avoidance double taxation is mandatory to
monitoring of effective system of agreement.
Depending on the fiscal effectiveness forecasts,
individually must be defined benefits of
granting made by all countries.

Analyse of Avoidance of double taxation
shows, that it must be planned carefully
countries acting plan, because stimulation of
investment is the task not the goal. But, an
increase in investment should take into account
not only the tax system in the country, but also
production forecasting and investment appraisal
[10]. The main goal is sustainable development
of country and avoidance of double taxation
system must be seeking this aim.

Georgia promote export activities and
have achieved some success in new markets on
diversification of export, the country actually
needed to expand the profile of export, to reach
high economic growth rates and achieve a
reduction in the negative balance of trade,
increase production and export bases for
exploring new, replace import by local
production, increase competitiveness of goods
and production of ecological products.

Ultimately, export expansion and
diversification are up to the private sector.
Government can be an effective partner for
businesses seeking to identify export markets
and evaluate existing requirements. Government
can deepen and develop international trade
relations with existing and potential trade
partners, protect the interests of national
exporters in international markets, develop
national quality infrastructure in accordance
with international requirements and seek to
reduce technical barriers to international trade.
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Government can also provide exporters  factors and conditions. The European market for
with information on export markets and support  Georgia is interesting and very important, as 1/3
the development of transport and logistical  of the foreign economic relations of Georgia
infrastructure. The strategic course of economic  come to the EU.
development of Georgia 1is to support In conclusion, nowadays for Georgia
incensement of export growth and to create state =~ economy development and economic growth
support programs. It must clearly determine the  the best way is Europeanization. Its essential
world trade trends and development trends.  for Georgia to have a large-scale cooperation
Formation and implementation of the country's  with the European Union as it is a guarantee of
foreign trade policy requires the consideration of ~ our country's sustainable and effective
domestic and foreign political and economic  economic development.
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