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The research problem of the dissertation and its relevance. At
the modern stage of world development, intensified international
competition, rapid technological development and growing threats
create new, previously unknown problems not only for the stability
of countries, but also for their very existence. The “rules of the
game” agreed on a global scale are often neglected, and overcoming
existing challenges can no longer be achieved within the framework
of one, even a highly developed state, taken separately.

The last few decades have convinced us that activating the
possibilities of deepening cooperative relations between countries
gives much better results than individualized approaches to
overcoming problems. As evidence of this, we can recall both the
financial and economic crisis, as well as pandemics and wars.

The combination of efforts yields positive results at the
international, national, meso and local levels. The presented
dissertation focuses on identifying the opportunities for
transforming the experience accumulated on a global scale into the
reality of the South Caucasus countries (especially Georgia) and
using them to ensure sustainable, dynamic and integrated
development of the countries of the region. This should also give us
appropriate results at the general-regional level. In particular: to
create a solid foundation for equalizing the development levels of
the regions of the South Caucasus countries, taking into account
their capabilities, potential and prospects; to make it possible to
integrate the experience accumulated on an international scale, in

order to save time and make fewer mistakes.
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Although economic policy has been the main focus of many
conceptual and empirical studies in regional science, until recently
there has been no opportunity for specific policy-oriented studies.
In addition, the growing importance of endogenous growth theory
in regional science has led to a growing interest and conceptual
support for economic policy and practice at the local and regional
levels. It is against this background that the research problem of the
dissertation was selected and its objectives were specified.

At the current stage the conditions for the functioning of the
economic system are changing significantly, both globally and
nationally and locally. This is especially relevant for newly
emerging countries, which are forced to implement systemic
reforms in order to reorganize their economies to a market model,
fully participate in international trade, attract foreign direct
investment, and other equally important aspirations and interests.

The above, of course, applies to the South Caucasus region,
including Georgia. It is worth noting that in the international
economic system, the so-called small and emerging market
countries play an increasingly important role. It can be said that
over the past two decades, the world's economic center of gravity
has sharply shifted in their favor. According to the Organization for
Economic Cooperation and Development (OECD) "Emerging
Markets Network", the share of emerging markets in global trade
has increased from 32% to 46%, and their share as recipients of
global foreign direct investment (FDI) has increased from 15% to
46%. Currently, most of the growth in world GDP comes from these

markets.
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Based on the above, we believe that the South Caucasus states
have global prospects, which are a result of modern trends in world
development. However, they can be used only under the conditions
of optimal management of their own resources and advantages,
mutual sharing of existing potential and advantages, and
development of appropriate economic policies. In addition, it is
necessary that such approaches be based on relevant research and
analysis of the best world examples, which will significantly
enhance the ability to avoid potential mistakes and achieve dynamic
development. In this regard, the dissertation presents:

* On the one hand, an analysis of the existing conditions for
the economic development of the South Caucasus (as a whole) and
the possibilities of emerging new perspectives based on the
deepening of cross-regional cooperation;

* On the other hand, based on a study of foreign experience,
appropriate recommendations have been developed in terms of
overcoming intra-regional inequality.

It is precisely the above that determines the relevance of the
research topic for modern Georgia, one of the goals of whose
development should be to strengthen the country's positions across
the South Caucasus and occupy a leading position in the overall
spectrum of regional economic cooperation.

The purpose and objectives of the dissertation. The aim of the
research is to identify the feasibility and opportunities for deepening
cross-regional economic cooperation, based on an analysis of the
impact of the world crises of the last three decades and the actions

taken to overcome them, and to develop recommendations for
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ensuring sustainable economic growth of the state, based on
equalizing the development levels of the regions.

To achieve the goal, the following specific tasks were set:

1. To analyze the latest examples and initiatives of
cooperation between states and regions, in order to identify the
possibilities of their application in our reality;

2. To develop a new understanding of the possibilities of
international cooperation in order to reduce the impact of world
crises and increase the resilience of the economy;

3. To determine the feasibility and prospects of
specialization of the regional economy in order to accelerate the
socio-economic development of the region;

4. To study the possibilities of overcoming inequality in the
development of regions and to discuss the prospects of initiating
similar processes in the South Caucasus region;

The subject of the research is models and systems that facilitate
interregional economic cooperation as a factor determining the
sustainable development of the economies of the South Caucasus
countries. The object of the research is disparities in regional
development and mechanisms for overcoming them.

Research topic questions. Following the clarification of the
subject and object of the research, research questions were
formulated, which were oriented during the process of working on
the paper. Namely:

1. What are the main features of regional development from
the last quarter of the 20th century to the present day and what are

the distinctive features of regional cooperation in the global context;
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2. What trends have emerged in international cooperation in
terms of reducing the impact of world crises and increasing
economic resilience, and to what extent is it possible to transfer
existing best examples to the reality of the South Caucasus region;

3. What role can promoting economic specialization and
cluster development play in accelerating the socio-economic
development of regions?

4. What opportunities exist in terms of overcoming regional
inequality, what impact will it have on the sustainable development
of countries, and what prospects will it open for deepening
economic cooperation across the South Caucasus;

Scientific hypothesis. During working on the dissertation, as a
result of familiarization with relevant literature and sources,
understanding the content of the research problem and analyzing
the current situation, it is possible to make an assumption that
deepening economic cooperation within the South Caucasus region
will yield positive results at the level of state and their
administrative-territorial units, which will create conditions for:

1. The South Caucasus to become more attractive to
global investment capital;

2. Create opportunities for equalizing the levels of
development of internal regions of states, and,

3. Prepare the basis for supporting common regional
initiatives, which will increase their resilience to modern challenges
and ensure the dynamism of their development.

Research methodology and methods used. The results of the

research conducted during the work on the dissertation are
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significantly determined by the logic of its methodology, which is
presented in the structure of the dissertation.

In the process of working on the dissertation, we used various
methods of economic research:

. Methods of analysis and synthesis. In order to
develop a strategy for regional development and interregional
cooperation and formulate appropriate recommendations, an
analytical study was carried out based on various scientific works
and analytical materials;

. In the process of developing empirical research
materials, emphasis was placed on statistical analysis methods;

. In the process of working on the paper, the
methodology used by the National Statistical Service of Georgia to
calculate the Gini coefficient was also used, which allowed us to
fully understand the results of the research conducted;

. In order to present the cooperation between the
countries of the South Caucasus as a single whole and not to
fragment it, we used the dialectical method of research, which
allowed us to correctly see and assess the existing reality, including
on the basis of observing the historical development of relations.
This is because studying a separate component of the whole (in our
case, states) and then mechanically combining them would not be
appropriate and would not give us the desired result. In other words,
when analyzing only the individual components of the whole, there
is a great danger of ignoring the very characteristics through which
they perform their specific function within the framework of a

given whole (in our case, the South Caucasus);
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Obviously, quantitative and qualitative research methods,
dialectical, historical and logical, generalization of theoretical and
practical materials, comparative analysis, statistical grouping, and
other methods were used in the process of working on the paper.

In the process of working on the dissertation, we used various
methods of economic research:

. Methods of analysis and synthesis. In order to
develop a strategy for regional development and interregional
cooperation and formulate appropriate recommendations, an
analytical study was carried out based on various scientific works
and analytical materials;

. In the process of developing empirical research
materials, emphasis was placed on statistical analysis methods;

. In the process of working on the paper, the
methodology used by the National Statistical Service of Georgia to
calculate the Gini coefficient was also used, which allowed us to
fully understand the results of the research conducted;

. In order to present the cooperation between the
countries of the South Caucasus as a single whole and not to
fragment it, we used the dialectical method of research, which
allowed us to correctly see and assess the existing reality, including
on the basis of observing the historical development of relations.
This is because studying a separate component of the whole (in our
case, states) and then mechanically combining them would not be
appropriate and would not give us the desired result. In other words,
when analyzing only the individual components of the whole, there

is a great danger of ignoring the very characteristics through which
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they perform their specific function within the framework of a
given whole (in our case, the South Caucasus);

Obviously, quantitative and qualitative research methods,
dialectical, historical and logical, generalization of theoretical and
practical materials, comparative analysis, statistical grouping, and
other methods were used in the process of working on the paper.

Scientific and practical value of the work. The scientific value
of the dissertation is created by the innovations that were adopted
in the process of working on the work. In particular:

. The methods and policies of combating the latest
crises, which were used by the world's leading countries, are
analyzed and the advantages of interstate and cross-regional
cooperation compared to locking ourselves in the shell of the
"nation-state” are substantiated, which avoids destructive
consequences and creates new prospects for development;

. The experience and modern trends of internal and
cross-regional cooperation of the target countries (the Baltic and
Scandinavian countries) are investigated, benchmarking is carried
out and a comparative analysis is carried out taking into account the
reality of the states of the South Caucasus;

. A model is developed on which internal and cross-
regional cooperation in the South Caucasus should be based and
specific ways for its implementation are outlined;

. Based on the analysis and systematization of
information obtained during the research process, mechanisms for
overcoming intra-regional disparities have been developed and the

advantages and importance of sustainable integrated development
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in achieving this goal have been substantiated.

The practical value of the dissertation, as a single work, lies in
the fact that the results obtained within its framework can be used
in the process of selecting a model of interregional cooperation,
developing a policy for deepening intra-regional cooperation of
states, both on a national, regional and local scale, as well as on an
international scale. In addition to the above, it can be useful: a) in
the process of developing a state regional policy; b) in the
development and updating of strategic documents for regional
development; c) for the development and updating of "Regional
Economy and Policy" or other similar training courses.

Thesis approval. The Dissertation Council of the Faculty of
Social Sciences, Business and Law of the Central European
University discussed a seminar related to the dissertation:
“Specialized Development of the Economy as a Prerequisite for
Gaining Competitive Advantage”.

The specific results of the research carried out within the
framework of the dissertation were reflected in articles published in
various scientific collections, namely:

Karchkhadze S. (2024) The role of cross-regional cooperation
in overcoming intra-regional disparities in post-crisis
Georgia, ]. Economic Profile (http://economicprofile.org/),
vol. 19, 1(27), pp. 7-16, co-authored by A. Ipshiradze,
available at: http://economicprofile.org/article/1365 DOI:
https://doi.org/10.52244/ep.2024.27.10

Karchkhadze S. (2024) Challenges and prospects of

cooperation between the countries of the South Caucasus:
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the context of the Eastern Partnership Initiative, ]. Vectors
of Social Sciences (www.vectors.ge), Georgian National
University, #7, p. 5-17, co-author G. Ghavtadze. DOL:
https://doi.org/10.51895/VSS7/Gavtadze/Karchkhadze
Karchkhadze S. (2022) Opportunities for Specialized
Economic Development and Deepening Regional
Cooperation in the South Caucasus, J]. ATSSUl Moambe
(https://moambe.atsu.edu.ge/ge/home), #2(20), pp. 131-
169, co-authored by G. Ghavtadze, available at:
https://moambe.atsu.edu.ge/ge/article/432

Thesis volume and structure. The dissertation consists of 146
pages, consists of an abstract, introduction, three chapters, seven
subchapters, conclusions and recommendations. A list of used
literature and sources is attached to the work.

Summary of the dissertation

The work consists of three chapters. The first chapter analyzes
the crises of the last three decades with the aim of creating a basis
for substantiating the main idea of the dissertation - the feasibility
of interregional cooperation, on the one hand, to increase resilience
to crisis events and, on the other hand, to ensure a dynamic and
stable development process. In addition, the successful resolution of
these issues depends significantly on the proper functioning of the
inclusive and integrated development model, which is considered
one of the main challenges in the modern civilized world.

The second chapter represents a kind of transitional stage in
achieving the goal of the work, where the German and Polish

experience of combating regional inequality is analyzed; the

37


https://moambe.atsu.edu.ge/ge/article/432

Scandinavian countries' project of "forming a regional growth
corridor" is discussed - as an interesting model of modernity, with a
view to adapting it to the realities of the South Caucasus. The same
part of the paper presents a quantitative analysis of regional
disparities in Georgia, Armenia and Azerbaijan.
Diagram 1.1.
Georgia's Theil, TO, Atkinson indices 2010-2022
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Calculated by the author

In 2010-2022, Georgia's Theil index was characterized by an
upward trend. Compared to 2010, it increased by 16.2% in 2022 and
amounted to 0.34. This indicates that the benefits of "GDP per
capita" growth are not distributed equally among the regions. The
opposite situation is created in the conditions of an inclusive
economy and correct social policy, when the focus is not on the
distribution of created goods, but on the creation of appropriate
conditions for the creation of goods for everyone (in terms of

regional or social groups) and their realization. The Theil index and

38



the mean logarithmic deviation are closely related indicators. As can
be seen from "Diagram 1.1.", in the period 2010-2022. Both changed
in the same direction and are characterized by an upward trend.
Growing inequality between different regions increases the MLD,
meaning that some groups benefit from economic growth and
others do not. Consequently, the overall distribution of income
becomes more unequal.

Compared to 2010, the Atkinson Index increased from 0.29 to
0.33 in 2022. The growing GDP per capita, together with the high
Atkinson Index, indicates that although the overall economic
situation may have improved, the distribution of wealth is uneven,

leading to significant regional disparities.

Table 1.1.
Georgia's Hoover Index in 2010-2022
Year Hoover Index % Year Hoover Index %

2010 18% 2016 26%
2011 17% 2017 28%
2012 24% 2018 21%
2013 28% 2019 30%
2014 21% 2020 24%
2015 20% 2021 27%

2022 24%

Calculated by the author

The Hoover Index increased by 35% in 2022 compared to
2010 and amounted to 0.24. The norm for the index is considered to
be 20%, and in 2019, Georgia's Hoover Index amounted to 30%,

which is a fairly high indicator. This is not surprising considering
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the fact that in 2019, 50% of GDP and 31% of the population of
Georgia were concentrated in Tbilisi.
Figure 1.2.
Azerbaijan's Theil, TO, Atkinson indices 2010-2022
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Azerbaijan's regional inequality indices, Atkinson, Theil and
Theil 0, are at a rather low level in the period 2010-2022 and the
trend is slightly increasing. The obtained values of the indices
indicate a moderate level of regional inequality. We can say that
regional inequality is not extreme, but still noticeable. The initial
decrease in the indices is an indicator of clear progress in reducing
regional inequality, which becomes more even over time. The sharp
increase in the indices in 2020 may be related to the pandemic. The
small fluctuations of Atkinson, Theil and Theil 0 during the study
period suggest that regional inequality does not change sharply, but
is subject to small fluctuations, most likely due to changes in the

economic or political climate.
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Figure 1.3.
Armenia's Theil, TO, Atkinson indices, 2010-2022
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Calculated by the author

The values of the Theil, Theil 0 and Atkinson indices
calculated for the analysis of regional inequality in Armenia are very
high in 2019-2022. That is, the economic and social gap between
developed and lagging regions is increasing over time. The annual
increase from 2020 to 2022 is particularly worrying (for example,
the Theil index increased from 0.8499 to 0.9092), as this indicates
that regional inequality has intensified, especially in the post-
pandemic period. The rather high values of the indices reflect
structural challenges, including differences in economic activity,
infrastructure and social services between urban and rural areas.

An analysis of regional inequality in the South Caucasus
countries reveals Azerbaijan's comparative advantage in
maintaining low levels of regional inequality, while Georgia and
Armenia continue to face challenges in this regard.

The third chapter of the dissertation focuses on the

importance of economic specialization and cluster development in
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deepening regional and interregional ties, which is based on an
analysis of the forms and main achievements of cross-regional
cooperation in the world. Using the method of comparative analysis,
examples of interest to the South Caucasus were analyzed, which
are close in content to the reality of the region and whose use can
bring positive results for the states included in it. The discussion
developed in the first and second chapters of the paper is
summarized and a model is proposed on which cross-regional
economic cooperation between the countries of the South Caucasus
should be based, and examples from the experience of the Baltic and
Scandinavian countries are used to substantiate its prospects.
Conclusions and recommendations

Thus, within the framework of the presented dissertation
work, several key issues were discussed, which are closely related to
the deepening of cooperation between the states of the South
Caucasus, as, on the one hand, a factor determining the region's
more successful positioning in the international arena and, on the
other hand, a prerequisite for overcoming intra-regional disparities.

Within the framework of the dissertation, topical issues
related to the deepening of cooperation between the states of the
South Caucasus were discussed and relevant recommendations were
developed, which: On the one hand, they appear as a factor
determining the region's more successful positioning in the
international arena and, On the other hand, they represent a
prerequisite for overcoming intra-regional disparities, both at the

national and sub-national levels.
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In addition to the economic, political developments also have
a strong impact on all of the above, which makes the processes
taking place in the South Caucasus states extremely complex,
multifaceted and contradictory. In such conditions, it is of crucial
importance to maximize the use of intra-regional resources,
advantages, prospects and opportunities for optimizing the current
processes, as well as to obtain international support.

From this point of view, although it is important to expand
various types of assistance from international institutions, it is no
less important for the civilized world (primarily the European
Union) to promote the development of the South Caucasus states in
such a way that they become not only passive supporters of the
international order and regulations, but also actively involved in the
current processes.

We consider this to be one of the important directions in
which cooperation between the EU member states and the Eastern
Partnership countries (especially the South Caucasus) should
develop. It appears to us as a matter of mutual interest and mutual
need, which cannot be a one-sided process. This should be well
understood by all EU members, because, as the events of recent
years have confirmed, it is the Eastern Partnership countries that
are the guarantors of the security of Central and Western Europe.

While discussing the possible directions, specific conditions
and prospects for deepening cooperation in the South Caucasus, we
focused on the existing modern examples of both individual states

and regional associations in this regard, taking into account the
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various conditions that have played a decisive role in ensuring
stability, progress and sustainability.

From the above-mentioned perspective, we used the context
of the so-called “global commons” and relevant international
cooperation analogies. In relation to the states of the South
Caucasus, we focused on such special conditions characteristic of the
region in general, or of individual countries, to which ensuring
common-regional access will become an important prerequisite for
the development of the South Caucasus, effective use of competitive
advantages and more successful positioning on an international
scale. First of all, we consider such as: air, water resources,
transport-logistics systems, cyberspace (regional commons), sea,
natural resources (individual advantages of states), etc.

It is important to note that managing “regional commons” will
be one of the biggest challenges that may arise in the process of
ensuring a regional approach to this issue. This issue will become
especially acute in crisis situations. Recent crises (for example, the
pandemic) have shown us that even developed and powerful states,
at first, take steps against jointly overcoming problems. This is
especially expected in the case of developing countries. However, it
should also be noted that “regardless of the type and scale of
problems that arise in the modern world, the most effective method
of overcoming them can be considered coordination of efforts and
joint actions aimed at overcoming the crisis. At the same time, unity
is given crucial importance, and it does not matter whether it is at
the global or regional level” (Gavtadze & Karchkhadze, 2022).
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The management of “Regional commons”, as a regional
“alliteration” of “global commons”, will be one of the key issues that
will come to the fore if this is activated. Their management process
will be effective if there is a regional-scale interstate agreement on
appropriate regulations, binding agreements are signed,
institutionalized governing bodies are created and real enforcement
mechanisms are developed. In addition, the processes launched at
the regional level must be fully consistent with the visions,
principles and perspectives existing at the international level.

In the presented dissertation, in terms of regional and
interregional cooperation, attention was also focused on the Eastern
Partnership initiative, which is a very significant contribution from
the European Union to the stability and development of the Eastern
Neighborhood countries and, at the same time, it is a very good
opportunity to support the achievement of European security and
global goals. That is why the right steps taken by both sides will lead
to the achievement of multilateral positive results for all
participating parties.

With the help of the Eastern Partnership, Georgia, Azerbaijan
and Armenia gain access to new markets and customers, which is
particularly facilitated by free trade agreements. One example of
such an agreement is the “Deep and Comprehensive Free Trade Area
Agreement with the European Union” signed between the
European Union and Georgia. At the current stage, the preservation
of the benefits gained is questionable, but hopefully the situation
will change for the better and the country’s European aspirations

will develop into a common regional vision and be further
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strengthened, with the involvement and active participation of
Azerbaijan and Armenia.

The next issue we would like to focus on concerns the
perception of the countries of the South Caucasus as a single
economic space. While this is necessary, it does not mean that there
will be a “one size fits all” approach. Of course, specific initiatives,
decisions, related contradictions, relevant policy goals, expected
results, etc. depend on the specifics of the country. However,
overall, a closely connected integrated economic zone should be
created in the South Caucasus. This will allow us to ensure that, in
the long term, the economic successes of any one country will
benefit the region as a whole. At the same time, the expected
problems and possible failures of an individual country will be
covered (insured) by the common potential of the region as a whole.

We note that the countries of the region should take
integration and successful positioning in the global economic space
as the orientation of their future economic development. To achieve
success in this direction, it is necessary to strengthen the position on
aregional scale at the initial stage, in which the specialization of the
economies of the countries can play an important role. The latter,
in turn, should be based on expanding the opportunities for cluster
development of the economies of the internal regions or
administrative-territorial units of the countries and increasing the
level of specialization. To promote specialized economic
development, we consider the following necessary:

. Initially, the type of specialization should be based

on the use of natural advantages and geographical location. By
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attracting foreign capital and, in particular, expanding and
stimulating local investment potential, it will be possible to move to
a higher stage of specialization;

. Determining the dominant sectors in the economy
(on regional level), ensuring their preferential development;

. Strengthening scientific and research activities,
shifting the emphasis primarily to the production of technically
complex high-quality products. Increasing investments in
improving the system of education and training of the personnel;

. Maximizing the promotion of deepening ties
between key entrepreneurs. Taking care of creating a network of
subsidiaries abroad, entrusting them with the production of
specialized products, within the vertical specialization;

. Supporting and promoting local producers, taking
care of protecting domestic markets, taking into account the
requirements of international agreements in which the countries of
the region are involved.

All of the above will create a prerequisite for the states of the
region (as well as small countries) to transform some of their
inherent disadvantages into certain advantages. They will be able to
take a more prominent place in the international economic system,
which will be based on their own unique, advantageous ways of
economic development (both for the region as a whole, and at the
individual state and sub-national levels) and more optimal, effective
use of existing resources.

In terms of deepening regional cooperation, we believe it is

better for the countries of the South Caucasus to start solving
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problems on the basis of regional cooperation rather than direct
integration. This is because, in this case, both the possibility of
independent development and taking steps towards gradual and
consistent unification will be more realistically ensured.

The initiation and development of regional cooperation
significantly depends on the states involved in this process having
more or less similar socio-economic indicators. This is greatly
hindered by the existing disparities between administrative-
territorial units within countries. Accordingly, deepening
cooperation at the general-regional level will actually become
possible only after this problem is eliminated, if not significantly
reduced. Therefore, these issues were given significant attention in
the dissertation and attention was focused on the dynamics of intra-
regional inequality in Georgia, Armenia and Azerbaijan, assessing
its scale and analyzing the impact of this inequality on sustainable
economic development. The main factors causing intra-regional
inequality were identified based on calculated indices (Theil, Theil
0, Atkinson and Hoover indices), data from national statistical
offices of countries and international sources.

This part of the dissertation highlighted that economic
inequality has a significant impact on sustainable development,
especially in economically backward regions. The study showed
how intra-regional inequality affects the economic development of
the country, after which recommendations were developed to
reduce intra-regional inequality and promote inclusive growth.

All of the above, along with other influences, will have two

main impacts on the future of the South Caucasus region: political
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and economic. The possibility of obtaining positive results largely
depends on our taking the right steps. This, first of all, implies the
introduction of substantial innovations in economic policy, which
will result in an increase in the region's awareness, trust and interest
in it on an international or regional (Eastern Europe, Central Asia,
etc.) scale and a significant increase in the rate of attracting foreign
direct investment. In addition, it is worth noting the fact that the
prerequisites for reducing Russia's political influence in the region,
which have been identified recently, will have a positive impact on
expanding the opportunities for deepening cooperation between

Georgia, Azerbaijan, Armenia and accelerating economic growth.
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