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PRESSING ISSUES OF ECONOMIC INTEGRATION OF CROATIA AND GEORGIA

Applying to the international experience with the purpose to develop national economy is of great importance in modern
times. The present paper studies a number of pressing issues of social and economic development of Croatia and provides
suggestions what can be taken into consideration in Georgian reality. Tourism is considered as one of the key directions of
development in Croatia. There is no direct relation between NATO and the European Union but before the EU membership Croatia
Jjoined NATO on April 1, 2009.Croatia is actively involved in globalization and integration processes. The country is actively trying to
attract FDI and cares to improve the competitiveness of its economy. There is an Investment and Competitiveness Agency in
Croatia. In our opinion, introduction of this experience in Georgia is very important. EU membership is profitable for Croatia. It is
desirable to study and use the Croatian experfences for socio-economic development of Georgia.
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PAMA3 IIYTKAPA/I3E

Jepxasuuit yaisepcurter Toimici, 'py3ist

BUCBITJIEHHS INTAHb EKOHOMIYHOI IHTETPAIIIL XOPBATII TA T'PY3Ii

MiKHAPOAHW AOCBI MAE BEMKE 3HAYEHHS B CYYaCHMV Yac 4715 PO3BUTKY HALIOHA/IbHOI EKOHOMIKH 6yb-SKOI AEDKABH.
Y cTarTi po3rnsaaroTbca  0CO6/IMBOCTI  COLIIaTIbHO-EKOHOMIYHOIO PO3BUTKY XOpBartii. B JaHii po6oTi JOCHIKYETbCA HU3KA
aKTYasIbHUX MUTaHb COLlIa/IbHO-EKOHOMIYHOIO PO3BUTKY XOPBATIi Ta HaJatoThbCS MPornosunuli, SKi MOXHAE BpaxoByBaty B IpPy3nHCHKIM
AIVICHOCTI. XopBatiss € OCTaHHBOK, 28-10 AEDKABOK-4/IeHOM €EBponesicekoro Coro3y. Xopsatis barara pecypcamut | LBMAKO
PO3BUBAETHCS, GKTUBHO ParHe 40 roaasibLuoi iHTerpayii y cBITOBy EKOHOMIKY. Typu3M BBa)XAETHCS OAHUM 3 KITHOHYOBUX HANPSMKIB
PO3BUTKY XOpBarii. XopBatis akTusHO 6epe y4actb y ripouecax r7106asnizayii 1a iHrerpayii. YneHcrso B €C € BurigHnm 4719 XopBarii.
KpaiHa akTuBHO HaMaraeTbCsl 3a71yYUTU NPSMi IHO3EMHI IHBECTULYI Ta MIKAIYETBCA PO MABALLEHHS KOHKYPEHTOCITPOMOXHOCTI CBOEI
EKOHOMIKW, Y XopBaTii € AreHTCTBO 3 IHBECTULIV Ta KOHKYDEHTOCTIPOMOXHOCTI, Ha HaLLy AYMKY, BIIPOBa)KEHHS LbOro AOCBIAY B
Tpy3ii AyxKe BaxsmBuM. baxaHo BUBYATY | BUKOPUCTOBYBATYU XOPBATChKMY AOCBIA A1 COLlIa/IbHO-EKOHOMIYHOIO po3BUTKY [ pya3ii.

KimoYoBi crioBa. XopBaris, EKOHOMIYHE IHTErpayis, BilbHa Topris/s, [py3is, eKOHOMIYHM PO3BUTOK.

Both countries, Georgia and Croatia, have a common communist past. However, currently there are
differences between the economies of these countries. Croatia is a member of the European Union, while Georgia is
trying to get closer to the EU and the country signed the Association Agreement not long ago.

Croatia is the 28™ member state of the EU. Five years have passed since the country joined the EU. 2018
was an important year for Croatia for various purposes, like 2™ place in the World Cup, which is a significant
international success for the country.

Croatia has a unique geographical location and is a member of the European Union, the United Nations
Organization, the Council of Europe, the NATO, the World Trade Organization and many other international
organizations.

Some of the scientists believe that Croatia was not lucky as the country joined the EU at unfavorable time
when even the leading European countries faced difficulties in developing due to financial crisis. Nevertheless,
majority of Croatian population expressed enthusiasm towards joining the European Union and consider this event
as a major achievement of the last decade. In the referendum held in January 2012, 66% of the population voted for
joining the EU. However, there are some sceptics who consider that integration into the EU is associated with
undertaking a number of obligations that may have some negative consequences. One more problem is that when a
country becomes a EU member state, generally, prices go up. But in a few years after the integration the economy of
the country becomes much stronger and more robust.

Croatia's GDP amounted to USD 24.5 billion in 1990; GDP growth rate higher than 5% was observed in
2002 and 2003 [1, p. 92]. In 2017, the country's GDP increased to USD 55 billion (a maximum USD 70.48 billion
in 2008) and GDP per capita to USD 13.2 thousand.

There have been continuous changes in territorial arrangement of Europe since 1798. There are only very
few countries, which did not experience territorial changes; these are Andorra, Liechtenstein, San Marino. Except of
these rare exceptions, territorial arrangement of Europe mainly changed [2, p.13]. After the overthrow of the
Communist regime in Europe, the countries of Yugoslavia were able to gain independence. Croatia declared its
independence on 25 June 1991 and separated from Yugoslavia based on the results of the referendum held on 8
October 1991.

The population of Georgia is 3.7 million as of January 1, 2018 and the population of Tbilisi, the capital
city, is 1.16 million (e.g. more than 31% of the country's population). The country covers an area of 69,700 square
kilometres and the population density of Georgia is about 65.2 people per square kilometre, while in capital city
Thilisi it is 2272 [3]. The territory of Croatia is smaller compared to Georgia. The population of Croatia is 4.2
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million as of January 1, 2018 and the population of Zagreb, the capital city, amounts to 800 thousand (19% of the
country's total population).The territory of Croatia covers 56,594 square kilometres and the population density of the
country is 74.1. Croatia is one of the less populated European countries like Norway, Finland, Sweden, Estonia,
Latvia, Lithuania, Ireland and Bulgaria.

Tourism is considered one of the key directions of Croatia’s development. The contribution of tourism to
the country’s GDP is about 20%, which is quite high compared with the contribution of tourism to the GDP in the
EU, which amounts to 10% [4, p. 9]. According to the National Statistics Office of Georgia, contribution of tourism
to total output of the country's economy is 7.3%. It is desirable to cooperate with Croatia in tourism sector.

The positive impact of tourism is reflected on Croatian economy; in particular in the sectors like retail
trade, processing industry, employment, etc. It is considered that tourism significantly reduces negative foreign trade
balance of the country. Further development of tourism is observed in the country in recent years that contributes to
the creation of jobs and improving the level of living in the country. Development of tourism provides various
advantages: development of the chains of hotels and restaurants, as well as development of food industry and other
sectors. Tourism development can be considered as a means for encouraging local production and export. The
increase in tourist flows allows the producers who cannot export their products to sell their products on local
markets. In addition, tourists from the EU countries play a significant role in Croatian tourism, which provides
important economic, social and cultural benefits. Croatia has the greatest potential for tourism development and the
country has some competitive advantages in this regard; therefore, tourism is one of the main directions of the
country's development strategy.

Georgia is one of the post-Soviet countries on the way to market relations. The country has successfully
implemented a number of social-economic reforms and is committed to democracy and the integration into the
world economy. Currently, the main vector of foreign economic relations is getting closer to the EU and trade and
economic integration with the Union [5- 9, 16].

Georgia is actively trying to encourage sustainable development of tourism, increase in revenues and raise the
importance of the sector. Implementation of various activities is required for increasing tourist flows from the EU countries.

The development goals set by the Georgian Tourism Development Strategy 2025 are the following:
increasing the income received from international tourism from current USD 1.9 billion to USD 6.6 billion; the
tourism sector must contribute 7.9 percent of GDP to the economy; increasing the average amount spent by each
visitor from USD 328 to USD 600; increasing the number of people employed in tourism sector by 90% (from 158
515 to 301 284); increasing the average duration of visits from 5 to 7 days; increasing Foreign Direct Investments
(FDIs) flowing into the tourism sector by 63 percent — a growth from today’s USD 723 million to USD 1,178
million per year; doubling the number of visitors from European, Asian and North American high-paid markets [10,
p-10]. According to the National Statistics Office of Georgia, contribution of tourism to total output of the country's
economy is 7.3%, which is quite low. The share of tourism in Croatia’s GDP is quite high. Therefore, in our
opinion, it is desirable to cooperate with Croatia in tourism sector.

On the other hand, integration with the European Union will not make a miracle. It was not able to solve all
socio-economic problems of Croatia at one stroke. There are a number of economic challenges in Croatia, including
high rate of unemployment, which remains one of the most acute problems in the country. When Croatia joined the
EU, unemployment was 20%. According to the latest data it is reduced and amounts to 12%, but it still high
compared to most EU member states.

According to Eurostat data, a declining trend of unemployment has been observed in the European Union
and especially in Eurozone member states in recent years. However, there are substantial differences between the
member countries; €.g., unemployment rate reaches 2.9% in Czech Republic; 3.8% in Malta; 11.2% in Italy; 17.2%
in Spain and 21.5% in Greece [11, p.11]. It should be noted that there is a huge difference between economic
indicators of Georgia and Croatia [12, pp. 444-445].

Croatia and the European Union. Croatia is the last, 28" member of the European Union. Croatia
successfully continues closer trade and economic integration with the EU and socio-economic development. One of
the subsequent goals of the country is to join the Eurozone and Schengen zone.

Export volume of Croatian goods exceeds the volume of Georgian export 5 times. Export of Croatian
goods amounted to USD 13.7 billion in 2017 (to compare with, export of Georgian goods amounted to USD 2.7
billion in 2017 and export without re-export totalled to USD 2 billion), while import of goods amounted to USD
21.3 billion (to compare, import in Georgia amounted to USD 7.9 billion in 2017). Negative trade balance of
Croatia was USD 7.6 billion. Export coverage with import ratio is 63% in Croatia and 34% in Georgia.

Production of export goods should become a priority direction in Georgia, but at the same time, import
substitution sectors should be also developed [13, p. 429]. It is necessary to reduce negative trade balance of
Georgia, increase the volume of export and achieve its gradual diversification. Increase in export, in turn, is one of
the basis for economic growth.

Croatia has close trade and economic relationship with the EU; accordingly, the EU accounts for a large
part of Croatia’s export and import. One of the characteristics of Croatia’s foreign trade is that it has a negative trade
balance. The EU countries account for 66% of Croatia’s export (Italy — 14%, Slovenia — 12% and Germany — 12%)
and 75% of the country's import (Germany — 16%, Italy — 12% and Slovenia — 11%).
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Conclusions. First NATO, then the EU. There is no direct relation between these two international
organizations but before the EU membership Croatia joined NATO on April 1, 2009.

Investment and Competitiveness Agency. Croatia is actively involved in globalization and integration
processes. The country is actively trying to attract FDI and cares to improve the competitiveness of its economy.
There is an Investment and Competitiveness Agency in Croatia. In our opinion, introduction of this experience in
Georgia and caring for the improvement of the competitiveness of the country’s economy is very important. Croatia
has the Ministry of Foreign and European Affairs. From our point of view, it is possible to combine the Ministry of
Foreign Affairs and the Ministry of European Integration. Similar practice exists in many European countries.

The socio-economic development strategy of Georgia — Georgia 2020 describes the problems and the
priorities that need to be solved to achieve long-term, sustainable and inclusive economic growth [14, p.7]. The
Strategy states that Georgia should rank 40™ on the Global Competitiveness Index by 2020.

Georgia is actively trying to encourage sustainable development of tourism, increase in revenues and raise
the importance of the sector. Implementation of various activities is required for increasing tourist flows from the
EU countries. Active measures need to be taken to attract more tourists from the EU (and other) countries. It will be
interesting to share Croatian experience in this direction.

Georgia should continue further integration with the EU and increase its trade and economic cooperation
with its member states. Increasing Georgia’s export to the EU still remains a major challenge. As noted above, the
volume of Georgian export amounts to USD 2.7 billion, while export of Croatia amounts to USD 13.7 billion; e.g.5
times more than Georgia’s.

Croatia has the Ministry of Foreign and European Affairs. From our point of view, it is possible to combine
the Ministry of Foreign Affairs and the Ministry of European Integration. Similar practice exists in many European
countries.

Most of the economic studies show that EU membership is profitable for Croatia. However, competition in
Croatia has led to new challenges and possibilities. Unemployment is reducing in the country, new jobs are created
and economic growth is accelerated; as a result the country’s GDP increases. To sum up, the results of economic
integration of Croatia with the EU are as follows: the country’s GDP increased; Croatia’s export increased
(especially export to the EU); Croatia’s import also increased; direct foreign investments in Croatia increased. In
addition, trade and economic cooperation between Croatia and the EU deepened. The number of the branches of
foreign companies (especially of the EU companies) in Croatia and the average life expectancy in the country
increased. Croatia successfully continues development of its economy and further integration with the EU.

To conclude, EU membership is profitable for Croatia. It is desirable to study and use the Croatian
experiences for socio-economic development of Georgia. Croatia continues the country's economic development
successfully. One of the subsequent goals of the country is to join the Schengen zone.

Thus, if we analyze economic development of the 28" member state of the European Union in recent years,
we can surely say that in terms of proper economic policy, Georgia's economy will be significantly improved on the
path of European integration.
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