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Abstract. The fact that direct foreign investments play a major role in the development
of economies of transition and developing countries in the conditions of modern globalization
has already been clearly confirmed, Georgia is no exception, where the statistical data of the
last few years reveal the growing trend of foreign investments.

As it has already been said, investing in developing countries has the ability to
significantly improve the economic-social situation, which has a subtle impact on improving
the living standards of the population. Making appropriate investments in the process of
improving various innovative technologies can improve the infrastructure, ensure access to
basic services, increase the amenities of the population and increase the availability of local
services. Investments, especially the involvement of innovative technologies, have positive
effects on health, education and overall economic opportunities.

Investments in renewable energy sources and energy efficiency have a significant impact
on the path to energy independence of countries with economies like Georgia in terms of access
to sustainable, modern energy services.

Investing in renewable energy projects not only increases access to energy and stimulates
economic growth, but also creates job opportunities in developing countries. It contributes to
raising living standards and reducing poverty, as well as contributing to the achievement of the

Sustainable Development Goals and the uptake of affordable and clean energy.
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Introduction. International organizations have contributed greatly to the development
of the green energy network, through efforts to finance green energy programs and introduce
small-scale renewable energy co-financing initiatives, SEFA actively promotes the growth of
renewable energy sources in developing countries [6].

High-income countries should do more to help developing and transition economies
promote economic growth, reduce poverty and inequality, and close the gap in achieving the
Sustainable Development Goals by investing in developing countries. Despite the growth of
sustainable finance, most of it remains in high-income countries, leaving low-income countries
in need of financing. To close this gap, high-income countries need to remove barriers to access
to finance in developing countries and allocate more finance to investment.

Therefore, we can say that the solution will be possible in the implementation of more
foreign direct investments and, accordingly, in the case of introducing more innovative
technologies [5].

Countries in transition can reap many benefits from foreign investment in developing
countries, such as increased competitiveness, favorable productivity spreads, access to new
technologies, market expansion, and improved labor training and skills, leading to higher wages
and employment [8].

In today's globalized world, it is crucial for countries to tap the potential of foreign
investment in developing countries. By investing in these countries, companies can reap the
benefits of economic growth and development while promoting sustainability for all. These
investments provide access to new markets, resources, technologies and opportunities that drive
economic growth, create jobs and build local infrastructure. In addition, foreign investment is
a major source of financing for sustainable development initiatives, such as renewable energy
projects or environmental protection programs.

Direct foreign investments in Georgia in 2013-2022

year 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022*

all 1039.2 | 1837.0 | 1728.8 | 1654.0 | 1990.5 | 351.5 |1 352.2| 589.8 | 1241.8 | 2000.0

IQ. 291.8 | 3319 | 343.4 | 3929 | 415.0 | 337.3 | 3184 | 173.8 | 134.3 | 575.5

Q. | 224.1 | 217.6 | 493.2 | 452.6 | 398.1 | 423.3 | 249.6 | 246.4 | 322.5 | 361.3

nrQ | 271.6 | 749.5 | 531.1 | 507.8 | 637.0 | 373.0 | 406.2 | 296.9 | 373.9 | 739.3

IVQ. | 251.6 | 538.0 | 361.0 | 300.6 | 540.5 | 218.0 | 378.0 |-127.2| 411.1 | 324.0

Source: National Statistical Service of Georgia [4]
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As the data in the table shows, the flow of direct foreign investments in Georgia is
characterized by a growing trend, the exception is the period of the Covid pandemic, which
caused significant damage not only to Georgia but also to many developed countries of the
world, and in the post-pandemic period, we can say that the investment flows are characterized
by a sharp progress, which finds its fragile reflection. On the path of social economic well-
being of the country and the introduction of innovative technologies [3].

Foreign direct investment enables the transfer of technology - especially in the form of
new types of capital - that cannot be achieved through trade in goods and services alone. FDI
can also promote competition in the domestic market [2].

Recipients of FDI often receive training of employees in the process of operating a new
business, which contributes to the development of human capital in the host country.
Bosworth and Collins note that a dollar increase in capital inflows is associated with about a
50-cent increase in domestic investment. (Both capital inflows and domestic investment are
expressed as percentages of GDP).

Despite the evidence presented in recent studies, other papers and various researchers
indicate that developing countries should be cautious about the benefits of FDI and approach
the issue critically [7].

It should be said, however, that “countries seeking to expand their access to international
capital markets should focus on developing credible enforcement mechanisms rather than trying
to attract more FDI”.

But it should be emphasized that while there is a need to introduce some controls on the
inflow of foreign investment, excessive leverage can also limit the benefits of foreign direct
investment [8].

Conclusion. In terms of improving the investment environment, it is necessary to have
an impartial and fair justice system in the country, which will be based on the principle of the
rule of law. The strategic partners of Sakartvelo are also named as one of the most important
factors in the mentioned circumstance.

Both economic theory and recent empirical evidence suggest that FDI has a positive
impact on developing host countries. But studies also indicate some potential risks: it may be a
factor of excessive expectations, but investments may be limited by excessive leverage, to
conclude, we can say that, considering the abundance of positive factors, developing countries
should focus on improving the investment climate for all types of capital, both domestic and

foreign.
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QLGN JOY0, 3500 FMOOL 35dMb3eolLL 563 Bods®mZzgem FoMdmaygbl, Losog
dmm  Msdgbodg ool  ULEIGOLE03MMo  Imbs39dgdo  boymxul  mEbmwmGo
0639U3H0309d0L FBsMIO 3B Tglobgd.

OMamO3  M33) 00g3s  gob30msMgds  J399bgddo  0b39LBHOMGISL  5J3L
d9L5dgdmds 8603369 M3bo@  2oodxMdILML  93mbmIozMH - LemEoswMo
9 M356MgMds M3 M930L IbMOZ 493wgbols SHGbL Fmbobergmdols 3bm3zMgdol mbols
3990x Md9gLYdsT0.  Fgbsdsdolo  0639L3H0E0YOOL  FobbMEMEF0Wgdl  0bmgszomGo
9005600 gdol b3oolbgs Ggdbmemaool asmdxmdgligdol 3Mmagldo dgwderos
2993x LML 0bGOIBEHOMIEHMOS, MBOWB39gml bgedolsfzrmdmds dJoMoms©
LgOH30LgODBY,  2BIOPML  FMUsbErgMdOL 39000 TMfYMds s RDBIMPML
5Q30MdM030 1YMH30Lgd0L bBgerdobsHzmdmds. 0b3qLE0E0Jd0 AobL3MMNMId0® 30
0603530900  3H9dbmemaoqdol  BsOmMEMds Y00  393egbsl  sbgbl
X 963OMYMdsDY, 296500 gdsLS S LEgONM 93:bMT0 MM Tgbodegdermdgd by [1].
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dbmmE  5dwoghgdl 9696009  bgdolsfzmBmdsl s sbiB0TMEoMgdl
9306m303796  BOIL, 90539 Jdbols Lodwdsm Fglodegdmdgdl Asb30msMgds©
93094690do. gl bgwl MHgmdlL  bM3zMHOOL  EMbOL  HFoMEGdL @S LOWIGOBOL
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