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Introduction

It is notorious that market forces by themselveswt protected from the actions restricting
competition. Therefore a main task of every cotsgovernment is to protect the economic agents
and consumers from any manifestation of monopolattivity, including restraints on competition
and unfair competition by entrepreneurs. Thedestase especially urgent for the countries having a
strictly monopolistic past, such as the republicte former Soviet Union, including Georgia.

At the first stage of independence, the courseet® the market economy was taken by the
Georgian government. In the beginning of the 1990e forced transition from “socialistic
capitalism” to the free market economy was begure achievement of a competitive economy
requires a number of policy achievements, includlaghonopolization of the national economy,
privatization of state property, liberalization @fonomic activity (including foreign trade, price
liberalization, and so on. Unfortunately the refsrhave begun in Georgia without an overall plan
or program, without any kind of mechanisms to prbtiee population from the numerous social and
economic problems typical of the transition process a result, market participants -- independent
entrepreneurs and consumers alike -- found themsslvddenly under the pressures of wild market
capitalism.

In the fall of 1993, a medium-term program for emmiic reform was worked out. According
to this program, one of the main tasks of the rafowas to create the legal and institutional bases
for antimonopoly regulation in order to protect somers and entrepreneurs, to restrict and prohibit
monopolistic activity, and to promote competition.

At the initial steps of transition to the markebeomy, in February 1992 a new section, the
Antimonopoly Department, was created within the istiry of Economy of Georgia, the main tasks
of which were the following: restriction of monopstic activity, the promotion of competition, the
support of entrepreneurs, and the protection odaorer rights. From 1992 to 1996 the activities of
the Department were essentially based on a DedréleecState Council (“*On Restriction of
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Antimonopoly Activity and Competition Developmentélthough antimonopoly enforcement was
also envisaged by some articles of other normaitit® for example, the law “On Basic Principles of
Entrepreneurial Activity” and the decree of the Galiof Ministers of Georgia “On Measures for
the Demonopolization of the National Economy.” Dacember of 1996, the law “On Monopoly
Activity and Competition” created the State Antinopoly Service of Georgia, attached to the
Ministry of Economy.

In the same period, work was started on the dftina full antitrust law for Georgia, by
taking into consideration both the antitrust legfisin of the countries with free market economies
and the reform experience of the post-socialishtries of Eastern Europe (taking into account the
special “heredity from the Soviet command econorof/tourse). However, despite eight years of
market-friendly antimonopoly legislation and theeation of organization bases for its
implementation, the analysis of the practice oimraahopoly regulation in Georgia shows that there
are numerous problems for fair competition that sppecific to the post-socialist countries and
especially to the CIS countries, including Georgia.

Review of the antimonopoly legislation of Georgia

According to the Constitution of Georgia (artici@) 3*The state is obliged to support the
promotion of free entrepreneurship and competitidonopoly activity is prohibited except in cases
envisaged by the law.”

On March 17, 1992 was adopted resolution #323 efGlovernment of Georgia, “On
Measures for Demonopolization of the National Ecopd In September was adopted a decree of
the State Council, “On Restriction of Monopoly Atty and Competition Development.” This was
analogous toto the Russian law, “On the Developn@nCompetition and Restriction of
Monopolistic Activity,” adopted in 1991. In 199%he Parliament of Georgia adopted the law “On
Monopolistic Activity and Competition,” worked ohy the Antimonopoly Department of Georgia
by taking into account the practice, legislatiamg) @xperience of the both the developed countries
and the East European post-socialist countries.

The main aims of the Georgian competition policyl degislation are twofold: the
promotion of entrepreneurship, and the prohibiibunfair competition, anticompetitive activities
and agreements, misuse of market position, mergex$,other actions which provoke or may
provoke the restriction or elimination of competition the market.

Acts, actions, and practices relative to the im@etation of the state antimonopoly control
are defined by articles 8, 9, 10, 12, 13, 14, 1, 22 of the law “On the Monopoly Activity and
Competition”. The law prohibits unfair competitiand any kind of agreement or adoption of any
decisions leading to the restriction of competifjariicles 8 and 9). The types of unfair compatiti
are defined and restricted by article 9.

Moreover, according to article 10 of the law, gowveent agencies are forbidden to adopt



decisions that lead to a slackening or restriotibcompetition and free pricirfg Agreements and
coordinated actions between enterprises that dcamopete with each other are prohibited where a)
one of the enterprises holds a monopoly positiahtgrthe other is its supplier or custorfier.

The antimonopoly legislation of Georgia (unlike #merican) contains a lot of provisions
for the ex ante state control of the behavior ohaplistic firms, including the control of pricesc
contract terms, despite the fact that accordingtesnational principles a large company should not
be penalized for its size or market share, whici lbgethe result of current or past market successes

However, the purpose of this systematic, prelimjirsiate antimonopoly control which imposes
additional obligations and restrictions on monagtadienterprises is to prevent their misuse of thei
monopolistic position. According to article 13tbé law, a monopolistic enterprise (unlike a non-
monopolistic enterprise) shall be prohibited framsts actions as:

1. A decline or cessation of production, or a withdeb@f goods from circulation and a buildup
of inventories for the purpose of creating or maiimihg a shortage and for influencing
prices;

2. Creation of conditions preventing the enteringspree, or leaving of the market by other
enterprises;

3. Creation of such discriminating conditions for athearket participants as to force on them

disproportionately high or low purchase or salésgs, or that connect the execution of an
agreement with the execution of additional ternag éine not connected with the agreement
either in object or in usual trading procedures;

4. Any kind of compulsion to enter into an agreement;

5. Establishment of high or low monopoly prices thghgicantly differ from the expenses of
production and distribution;

6. Reduction or halting of production of goods whick @ demand, if production may be

continued without losses;

% The Russian, Ukrainian, and Romanian antitruss laawe similar provisions. See John
Clark, “Restraints by Regional and Local Governments on Cmpetition: Lessons from
Transition Countries,” Brooklyn Journal of International Law 25 (1999).

% The Russian antitrust law has a similar provisiGee Russell Pittman, “Some Critical
Provisions of the Antimonopoly Laws of Central dfaktern Europe,The International Lawyer
26 (1992), 485-503.



Dumping; and
Other actions that cause a restriction of competitir the infringement of the legal interests
of enterprises or consumers.

© N

Merger enforcement has an important place in amopoly law, but the efficiency of
implementation of the appropriate provisions in@eorgian law has not been high, because of the
deficiency of the appropriate mechanisms of statgrol.

According to article 14 of the law, a merger thatwd result in an enterprise in a
monopolistic position must undergo an antimonomgmination, in order to avork ante the
monopolization of the market. In case of a negatimnclusion, the court shall refuse to register th
new economic agent. As a preventive measureyéfieninary state antimonopoly control would be
much more effective if the appropriate requiremerdse included in the law “On Entrepreneurship”
(as they were in the earlier law, “On the Basia&lples of Business Activity”), namely that it is
necessary in the case of a merger to include ihghef registration documents the outcome of the
antimonopoly examination.

The sphere of implementation of the law “On Monagial Activity and Competition” is
defined by articles 4, 5, and 6, according to whitltis law pertains to matters that affect
competition in the commodity market (productiorhdg services) in which legal and physical
persons (including foreign ones) or organs of gowemt power in Georgia take part. The law is
applicable in cases where an agreement or antgatoducted outside of the borders of Georgia
restricts (or may restrict) competition or may urglhce a product market within the country in a
negative manner.”

According to article 5 of the law, the law shalt apply to the terms related to copyright and
patent law, trademarks, and industrial designgdc&eding from the interests of the country, the
Parliament of Georgia has the right to limit inlfod in part the application of this law to differte
kinds of monopolistic activity.

According to article 6 of the law, competition iretsecurities and financial services markets
shall be regulated by the appropriate legislatsts,sexcept in those cases where these activities
affect competition in commodities markets. Accagdio the legislation, the antimonopoly policy in
the sphere of banking is enforced by the Natioral8of Georgia, which determines the admissible
parameters of activity, criteria for assessmend,rmpasures of influence in this sphere.

As for international governmental agreements, larficstipulates that if the provisions of an
international agreement to which Georgia is a partyinconsistent with the provisions of the
antimonopoly law, the provisions of the internatibagreement take priority.

The law defines the tasks, rights, and responsésliof the State Antimonopoly Body
(articles 16-26) and the types of punishment (foman administrative, and criminal) for persons
violating the law. The amounts of penalties impifee violation of the law, as discussed in arcle
27 and 28, are determined in accordance with @kergian legislation, namely the special articles
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of the Code of Criminal Procedure and the Code dinistrative Infringements of the Law.
Article 29 of the law describes the provisions dppeals against decisions of the Antimonopoly
Body.

Requirements to protect competition are also ireduch other laws of Georgia: “On
Advertising”, “On Insurance”, “On the Activity of @nmercial Banks”, “On Telecommunications
and Post”, etc. For example, article 22 of the'i@w the Activity of Commercial Banks” prohibits
banks that “independently or together with otheemrises may find themselves in a dominant
position in the market of money, finance, or crefttm making certain kinds of deals and from
acting in such a way that they or third persondhtriig in a position to have undeserved advantages.

By the law of Georgia “On Insurance”, it is provitithat “insurance is carried out by any
licensed insurance company, on the basis of agmdmeéneen insurer and insured (article 5). In
the case of compulsory insurance (but not for othe@untary forms of insurance), the law sets out
the objects, forms, and rules of implementatiort thast be taken into consideration when the
agreement between insurer and insured is signeaticled6 of the law prohibits activity that is
monopolistic or otherwise restricts competitiond amore importantly, article 8 stipulates that “the
insured is free to choose the insurer, whethemiigrance is voluntary or compulsory.”

A specific example of regulation is that of naturanopoly enterprises, whose number
should decrease according to Presidential decieeffebruary 20, 1998. The forms and methods
of regulation of natural monopolies are the subpécurrent discussion (and disagreement) among
government bodies, especially between the Statemdnbpoly Service, the Ministry of State
Property Management, and the Energy Regulatory Gesiom.

The antimonopoly law of Georgia stipulates thag“tmplementation of decisions made by
the antimonopoly body within its competence is calapry for economic enterprises as well as for
appropriate state bodies.” In order to enforceatitenonopoly legislation, appropriate amendments
were made to the Administrative and Criminal PraredCodes.

According to the Criminal Procedure Code, artidkb3, “the signing of agreements or
adoption of resolutions provoking the restrictidrcompetition in the market is penalized in the
amount of from one thousand, five hundred to tkimeasand minimum units of labor payment;” for
the same actions carried out repeatedly, or byapgof persons, or if the result of the action was
damages to a third party, the penalty is five yeamisonment and loss of the right to hold certain
posts or to carry out certain activities.

Article 166 defines penalties for the illegal usthe trademarks of others (considered a form
of unfair competition) as follows: “the illegal usé a trademark, a registered firm name, or a
commodity marking, after appropriate administrativeasures, is penalized in the amount of one
thousand to two thousand minimum units of labonpayt.” The same action committed repeatedly
or which results in serious damage may be puniblgachprisonment for five years.

Additionally, article 158 of the Administrative Cedprovides that the illegal use of a
5



trademark, a registered firm name, or a commoddayking may be penalized in the amount of 50
minimum units of labor payment.

Infringement of the rules of advertising is penadizn the amount of 500 to 1,000 Laris, but
the same action carried out repeatedly is penalizéide amount of 1,000 to 3,000 Laris (article
159).

Article 158-2 envisions personal as well as entsggoenalties for violations of orders of the
State Antimonopoly Service, whether under the amtiopoly law itself or under the consumer
protection and advertising laws. Penalties fausafto implement such orders can be in the amount
of 300-600 Laris for enterprises, institutions, amganizations, and 3,000 Laris for executives of
such organizations.

The Georgian legislation for antimonopoly regulatie appropriate for a market economy,
but there have been serious problems in the enfaceof the legislation for a variety of reasons,
including deficiencies in the mechanism of state émforcement generally, a shortage of skilled
lawyers and economists available to the governnaend, a high level of corruption in society.
Efforts at addressing these problems, and worlpeniic amendments to the legislation itself, are
continuing.

The State Antimonopoly Service of Georgia

The State Antimonopoly Service, under the MinistfyEconomy of Georgia, is the
government regulatory body with responsibility émforcement of the antimonopoly law as well as
the consumer protection and advertising law.

The principal tasks of the State Antimonopoly Sedre to implement antimonopoly policy,
to create and protect conditions favorable fordineelopment of competition in Georgia and to carry
out control over their observance (a task more ntamt for the antimonopoly agencies of transition
economies than for those of the developed couitteesan monopoly activity, and to carry out state
control over the protection of the rights of consusnand over advertising activity.

The important directions of activity of the Stataténonopoly Service are the analysis of
markets to investigate possible restrictions of gefition or instances of unfair competition (using
information provided in complaints as well as othgailable information), and the issuing of
appropriate decisions within its jurisdiction.

The decisions, resolution, instructions, and retgaia, as well as other normative acts,
adopted by the State Antimonopoly Service withghaiteas of competence, must be observed by
Ministries and Departments of the government of IGi@o by regional and local bodies of
government, by enterprises and organizations, déggs of their forms of ownership and
organizational and legal status, as well as byiddal entrepreneurs.

The State Antimonopoly Service of Georgia is guiteds activity by the Constitution of
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Georgia, the laws “On Monopolistic Activity and Cpetition”, “On the Protection of Consumer
Rights”, and “On Advertising”, resolutions of thaffament, Presidential decrees and orders, and
normative acts adopted in accordance with the aboationed laws. The State Antimonopoly
Service reports to the President of Georgia. Theémource for financing of its activity is the
central budget of Georgia, though activities mapdde financed by special resources and grants.

The State Antimonopoly Service has wide rights @sgponsibilities. It is entitled:

. to propose to the relevant government body thabrganization infringing the law be
suspended or banned;

. to ask an organization that is infringing the laveancel its illegal resolutions (otherwise to
raise the issue with a higher body or officials);

. to demand from economic enterprises the abolishofagreements executed and decisions
passed in violation of antimonopoly legislation;

. in case of noncompliance with an order, to takallegtions to lodge a complaint with a
court and to take part in the consideration ofdse;

. to require the production of documents by econoemterprises concerning both their
ownership relations and their economic activities;

. to measure the share of enterprises in merchaadsénance markets;

. and so on.

The staff of the State Antimonopoly Service numli@@ persons, including 65 in the central
office and 85 in twelve regional offices. The sture of the central body of the Antimonopoly
Service includes:

. the department of antimonopoly regulation;

. the department of market analysis;

. the department of consumer rights protection;

. the department of the regulation of advertising;

. the department of international relations and thadination of territorial offices;
. the legal department; and

. the department of administrative and budget acvit

For the execution of antimonopoly policy, article df the law creates an Antimonopoly Council,
consisting of 10 members including the chair, eaith a term of office of five years. The members
of the Council are to be representatives of mimisfrconsumer groups, business, and scientific
organizations. Unfortunately the structure dodsseem to work very well.

Typical problems of antimonopoly regulation

One of the main trends of activity of the Stateifanopoly Service of Georgia has been the
creation and fulfillment of the legal and organiaal bases for antimonopoly regulation and
competitive policy. In addition, the Antimonop@grvice has systematically carried out premerger
control as well as other preventive and prohibitiveasures.

The application of antimonopoly expertise to legfisin and regulation that would affect
market competition -- so-called "competition adv®a- has a special place in the activity of the
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Antimonopoly Service. Due to this activity, theoption of many normative acts that might have
restricted competition and the independence oepréneurs was avoided.

Control over the market behavior of monopolistitegprises is also systematic, in order to
avoid an abuse of their dominant position in theemwdity markets. The terms of their contracts
are subject of permanent antimonopoly control, ritkeo to avoid any kind of compulsion and
infringement of the legal interests of other ecoimemterprises and consumers. As a result, many
cases of the abuse of a monopolistic position wearealed in the fields of telecommunications and
post, of the transportation of goods by railwayinstirance, and of water and energy supply, and the
offending enterprises and government bodies wdigeabto cease their unlawful behavior. Many
of the monopolistic enterprises were penalized.

The most important activity of the State AntimonlypService of Georgia has been to
discover and prohibit the improper payments angpnapriate market advantages that government
agencies have provided to certain economic engapri As a result of the investigations of the
Antimonopoly Service, it was revealed that a greahber of draft laws and regulations violated
article 10 of the antimonopoly law.

Another important activity of the Antimonopoly Ser is the investigation of complaints
made by both natural and legal persons.

Since 1997, the Antimonopoly Service has investigahore than one thousand possible
violations of the antimonopoly law, the consumertection law, and the advertising law. Hundreds
of violations of the antimonopoly law alone haveibeevealed, and a significant portion of these
were corrected voluntarily, according to the diiets of the Antimonopoly Service. More than four
hundred cases were passed to the courts.

* As in other post-socialist countries, the Antimpaly Service has been forced in many
instances to act as a regulator of natural monepolBee Janusz Ordover, Russell Pittman, and
Paul Clyde, “Competition Policy for Natural Monofed in a Developing Market Economy,”
Economics of Transition 2 (1994), 317-343, and the World BanWer|d Development Report
2001/2:Ingtitutions for Markets, forthcoming 2001. In Georgia, independent relgmea
commissions have been created in the telecommionsaand electricity and natural gas sectors,
but their price-regulating functions have not yeeb fully implemented.



An analysis of violations of the antimonopoly laeveals the following structure of
infringements:

. monopoly activity, violation of article 13 of thaw by economic enterprises, 31%;

. anticompetitive activity by government agencies affidials, violation of article 10
of the law, 27%;

. unfair competition, violation of article 9 of thaw by economic enterprises, 17%;

. restriction of competition by agreements betweememic enterprises, violation of
article 8 of the law, 13%;

. violation of other articles of the law, 12%.

Thus the typical examples of violation of the armimapoly legislation of Georgia are a) monopoly
activity, b) adoption of anticompetitive decisidnsthe government, and c) unfair competition.

Typical violations of the antimonopoly legislatithy monopolistic economic enterprises
include the following: compulsion for enteringordn agreement, establishing a monopoly price,
creation of discriminating conditions to other nerlparticipants, insisting upon additional
conditions and contract terms in which consumengwet interested and which were not
directly connected with the object of the agreemand so on. This analysis of the experience of
antimonopoly enforcement suggests that, in addiiotine generally known forms of monopoly
activity such as price discrimination and estalatighmonopoly prices, Georgia's market is
characterized by additional forms of monopoly dttiv

The main forms of anticompetitive behavior of gowaent bodies and government officials
in Georgia have been the granting of a monopoljtiposto economic enterprise, establishing tax
exemptions or other privileges for enterprises thige them advantages over competitors (or
potential competitors), banning, suspending, oemwtise preventing economic activity or the
independence of economic enterprises in cases ththerthose provided by legislation, and the
creation of monopolistic state structures, or tremting to existing structures of such powers that
lead to monopolization of the production or salgo@bds or services.

It was characteristic of the beginning stages ofgpization that a government decision
would create new regional and inter-branch tradeamagement associations, "in order to improve
the quality of production or service", "to increaseenues”, and so on. In actuality many of these
decisions had as their purpose preservation ajlth@menklatura acting under a new label, and led
to the monopolization of the market.

Therefore, during the 1993-1995 period the invasitig of the registration documents for
new organizations and bodies was among the priorégsures of the antimonopoly authorities.

The main source of information revealing violatiohthe antimonopoly legislation by
government agencies and local government brancéestive complaints of entrepreneurs. Unlike
regulations of ministries and local governmentsohvlaire not always submitted to the Antimonopoly
Service for its opinion, drafts of laws and Presite decrees are subjected to preliminary
antimonopoly consideration. However, it is noteréor laws to be adopted notwithstanding a
negative antimonopoly opinion, as a result of tttevdy of an influential lobby.



Violations of article 10 of the antimonopoly law Gkorgia have been among the most
difficult problems in the enforcement of competitipolicy. In our opinion, the seriousness of this
problem can be explained by several different cguamong which the most important are the
following:

. Many of the government officials are former stdii@ovnics (with old administrative
skills of management, without either appropriatevdedge of the theory of a market
economy or experience in a market economy. Thexetbey have been trying to
preserve their influence over the independent preareeurs in sectors regulated (or
controlled) by them;

. Many government officials have direct or directergsts in regulated enterprises
(especially in the spheres of baking productgpm@tucts, telecommunications, and
other profitable fields of business activity). 38 in spite of the fact that according
to the law, government officials are prohibitednfrdoing business in areas of their
official responsibilities. It is not uncommon fbusinessmen to be members of
Parliament and to hold important positions on pankntary committees, or for them
to work in the Chancellery of the President of @éar

. Managers of the surviving former soviet enterpriaes serious economic, finance,
and management problems. For example, they hateHeir old soviet “direct
markets”, cannot produce goods that are competibiveexport markets, and
moreover have had serious problems on the donmatlket because of entry by new
players there. A lot of these enterprises hawgelamounts of excess production
capacity and are directed by the same “red dirgttamith their old habits and skills,
who directed them when they were state enterprigasse directors try to solve their
problems using the old administrative methods tickvithey are accustomed, to
preserve their shares of the market using reldtipsavith government officials and
other ways inappropriate to the market economy;

. Corruption levels are high, leading to the adoptibanticompetitive decisions by
government (including local government) bodies efiidials;
. Many of the successful new entrepreneurs aregisg to weaken their competitors

by lobbying the government. According to our olvaépon, cases of anticompetitive
agreements among entrepreneurs, whether vertidabintal, are less common than
anticompetitive agreements between the same gradpentrepreneurs and
government officials.

. There is sometimes a total disregard of the lagr.tle past five to eight years there
have been a large number of both laws and Presatidatrees in Georgia that have
gone completely unimplemented. The courts hatke ditithority, and had less before
reform.

. The mechanisms for implementation of Antimonopapw®e decisions are far from
perfect, especially in cases involving governméintials violating the law. IN such
a situation, the antimonopoly body is entitled &se questions only before the
appropriate superior body or officials, but notdrefthe courts. Such a procedure
decreases the efficiency of the Antimonopoly Seyviand in many cases the
investigation and order end without any results.
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The practice of the Antimonopoly Service in theaao unfair competition is increasing,
especially in such areas as the misleading of coassj the unauthorized use of the trademark and
firm name of a rival, and the misappropriationted shape, design, or packaging of goods of a rival
or other third party. The illegal use of tradensaok registered firm names is most prevalent among
these cases. Itis veryimportant for the StatiéAanopoly Service to prevent unfair competition on
the markets of Georgian mineral waters and winéls bo the domestic and on foreign markets,
especially in Russia and other CIS countries. Nbstanding joint measures carried out together
with the antimonopoly bodies of Russia, Ukraine b&kistan, Belarus, and other countries,
falsification and illegal use of trademarks of thimeral water “Borgomi” and such popular kinds of
Georgian wines as “Xvanckara”, “Mucuzani”, and “ildamarauli” are among the most difficult
practical problems for the implementation of contpet policy.

Conclusions and suggestions

Antimonopoly regulation in Georgia began under &listy different qualitative
surroundings from that in the developed countvidggre such regulation was made necessary beause
of misuse of monopoly positions by the faster depiglg and more concentrated market forces. In
Georgia, as well as in the other former Soviet Réps, the state antimonopoly regulation was
started at the first stage of political and ecormomdependence, together with the process of
demonopolization of the national economy (which axgrwhelmingly monopolistic), privatization
of state property, and the liberalization of ecomarctivity, including both foreign trade and
domestic prices.

Therefore, besides the traditional antitrust tastsh as merger control, avoiding and
prohibiting the misuse of a dominant position, gmohibition of unfair competition, new
antimonopoly agencies in the post-communist coestrave had the following specific problems,
roles, and tasks: promotion of the demonopolizapoocess, the building of legislative and
methodological bases for enforcement, propogamdidte new competitive policy, protector of
consumers, and so on. The priority of tasks haa bhanged in accordance to the tasks and stages
of economic reform.

At the beginning stage of implementation of the sueas of demonopolization and the
creation of the organizational and legal basebtisiness activity, the especially urgent tasks were
the creation of the conditions for the developmeifair competition, and the protection of
entrepreneurs from any kind of unfounded prevertionrestriction of their economic activities. At
the same stage of reform, the Antimonopoly Servic&eorgia played an important role as an
advocate for the development of market forces amahaopponent of anticompetitive behavior of
other administrative bodies. As can be seen framremecent practice, some of these older tasks are
important today as well.

The results of analyzing the violations of the matopoly legislation of Georgia for the last
few years show that the especially urgent problenthe activity of the “state bureaucratic
monopoly” -- the restriction of competition by thetivities, direct or indirect, of government badie
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and officials: the same problem that, as we knewygent for every post-communist country. The
acuteness of this problem is directly connecteti #ie level of corruption (which is very high in
Georgia), the atmosphere of non-punishment, conpnalslems of government management, and
the inability of the Antimonopoly Service to foratanticompetitive behavior by the other state and
admistrative institutions, for reasons such asggadte ambition, responsibilities demanding greater
status, and the inefficiency of existing enforcetmaachanisms.

One of the most important problems is the unjledifengthy consideration of the cases by
courts (often over periods of months), togethehwie great number of court decisions adopted but
unimplemented. We hope that after successfuligidieforms (in 1999) this issue will become less
problematical.

Moreover the Antimonopoly Service of Georgia, as thain player in antimonopoly
regulation, has had a series of legal and orgamsatproblems of its own, including the strain of
deficits of both financial resources and skilledpbogees -- economists and lawyers. (This is a
common problem for the Georgian Government; ityigidal for the best specialists from
Government to move to private structures and forgigtitutions, for reasons including low salaries
and bad working conditions.)

In such a situation we are faced with the followiagks:

. to improve the mechanisms of preliminary state @nincluding the application of
antimonopoly expertise of the drafts of legisla@om regulations. All drafts of these
normative acts concerning to the economic activitist be subject to preliminary
antimonopoly examination, and approval by the aatiapoly authority should be
among the obligatory requirements for registrabgrthe Ministry of Justice.

. to improve the mechanisms for licensing, statelpastng, and other state economic
functions, especially considering limited stateoteses. It is also necessary to
strengthen the antimonopoly requirements concermpgn tenders and large
privatization projects.

. the measures of punishment (administrative, fireraeid criminal measures) of the
violators, including government officials, mustdlearly defined,;

. any kind of commercial activity and organizationsisth be divestedfrom all
government institutions.

. to strengthen the status of the Antimonopoly SereicGeorgia (up to the level of a
Ministry of Georgia)

. the process of investigation and prosecution ared lyal provisions of the

procedural code should be clearer, because Gesrg@irts haven’'t enough
experience and appropriate skills for the consit®raof cases on competitive
policy. The precedent practice has not been effian Georgia (unlike in America).
. It is especially urgent to solve the financing penhs of Government agencies, in
order to attract and keep qualified employees andatse the efficiency of
management. Otherwise, there will be a permangfititlof qualified and honest
specialists (as presently) in the government, eajpedn the controlling bodies
(including the State Antimonopoly Service of Geajgi Working without
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appropriate salary (with a pioneer’s enthusiasm)afdong time is illogical and
unattractive, and looks like the traditional sastappeal to work only for the ideals
(in accordance to our long socialist experience).

The Antimonopoly Service of Georgia should focisdttention on such problems as:
developing notification and registration systemsyiergers and acquisitions; dismantling barriers to
entry; improving work with the mass media, whichstioe more transparent; improving cooperation
with legislative and executive bodies of Georgsawall as with international organizations for the
solution of legal, technical and financial probla®lated to antimonopoly regulation and consumers
rights protection, etc. Moreover the Antimonop8lgrvice and its regional offices should more
actively oppose the anticompetitive activities tifey government institutions.

Finally, and notwithstanding some other opiniorsulantimonopoly regulation in Georgia,
Georgia has antimonopoly legislation and mechanfenits implementation, and an organizational
base as well, appropriate to the market economgpite of the above mentioned problems there are
some positive results too. The increasing numbéetters and complaints of entrepreneurs and
consumers (expecting the support of the agencygates their trust and the increasing prestige of
the State Antimonopoly Service of Georgia.

In our opinion, despite the important negativeuafice of the above mentioned typical

problems of the enforcement of antimonopoly legisia the problems themselves are also
demonstrating that free market competition in Geoegists and is developing.
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