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LIMITATIONS OF TAX LIBERALIZATION APPROACH DURING
COUNTRY’S MODERN STAGE OF SOCIAL-ECONOMIC DEVELOPMENT
AND PERSPECTIVES OF INNOVATION GROWTH IN GEORGIA

Giorgi Rusiashvili
Academic Doctor of Economics, Professor

ABSTRACT

According to notable American scientist Paul Krugman in post-soviet states the business tax burden shall be in
the range of 14% of GDP. Nowadays in Georgia as per statistical data tax burden’s level is about 21% which is still in
compliance to Rahn curve. Therefore its demanded further tax liberalization which is also supported by new political
reality after government change and businesses freed from state control and “patronage”.

Although the tax liberalization issue is actively discussed recently in Georgian scientific circles, it still has several
limitations, including heavy social-economic household living conditions and income distribution equality low level ac-
cording to Gini index, for which strong fiscal system mechanisms may be used. Income distribution equality level is one
of the attributes of “good” country governance prevailing by social responsibility as identified by OECD and World Bank.

This paper examines limitations of tax liberalization approach during country’s modern stage of social-economic
development. These results were then compared to data of national states in developed market economies to determine
whether there was a significant difference. This study also examines perspectives of innovation growth in Georgia. How-
ever the indicated approach may be implemented only based on large scale modernization of Georgian education system
since agents (firms) of knowledge based economy will increase demand on high qualified technological and R&D staff.
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