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Abstract. In the present paper is analysed opinions about the tools for sustainable development and the ways 
to reduce inequality. Has been estimated the importance of regional development programs and strategies as 
the settlement of the economic and social issues, provided proof of their role in the effective development of 
regional economic policy. Has been determined the concentration level of economic activity by regions using 
distribution index to estimate equal development of regions. Has been made the conclusion that none of the 
regions of Georgia is notably specialized. The concentration level of business sectors in regions is 
substantiated by the distribution curve. In distribution curve was considered retail and wholesale distribution, 
as an example of maximally near to ideal distribution. It is proved by the analysis of distribution of curves, 
that the concentration level of business sectors in Georgian regions is quite unequal and none of them could 
be highlighted in industry specialization. The paper identifies the problems related to sustainable and equal 
development of regions, provided conclusions and recommendations to settle the mentioned issue by their 
estimation. In the process of study has been determined the factors of endogenous development of regions 
and advisable to improve the quality and efficiency of regional development institutions through the 
development of trial-programs for regional development. 

1 Problem statement 
Historically Georgia is a country with a regional system. 
The regional structures are adapted to the economic, 
social, cultural, ethnic, and other factors. According to the 
above-mentioned, there are 12 historical-statistical 
regions in the country. At the same time, Georgia is 
distinguished by many difficulties in terms of regional 
arrangement and a high level of inequality between the 
regions. Even more, inequality is visible not only between 
the regions but between municipalities within the regions. 
The regions differ from each other by areas, population, 
potential of natural resources, economic development, 
demographic specifics, social spheres, investment 
environment, traditions, and other signs. 

Sustainable and equal development of regions is a 
relevant issue for researchers. The unusual difficulties and 
obstacles are characterized by the developing events in the 
modern world. At the same time, global economic 
development, including the economic situation of any 
country, is assessed based on aggregated data of its 
constituent and carried out planning of efficient regional 
policy.  The effectiveness of the policy depends on a deep 
analysis of the object’s spatial-territorial characteristics of 
the policy itself and the usage of sustainable and equitable 
development mechanisms of regions. 

The Association Agreement between Georgia and the 
European Union obliges Georgia to emphasize and focus 

on the development of poor regions and territorial 
cooperation in the field of regional policy [1]. The attempt 
to develop poor territorial units and achieve equality 
between the regions may cause a step back from the 
potential development of economic growth for developing 
countries. Therefore, the questions to be answered are the 
following: What factors lead to unequal development of 
regions? What causes the high and constant level of social 
inequality between the regions? What mechanisms could 
be used for equal development of the regions? What 
factors are the main drivers for the sustainable 
development of the regions? To answer the questions 
above, it is needed to provide research. 

Recommendations developed based on the research 
will support in mid-terms the implementation of 
integrated territorial measures in Georgia, achievement of 
regional development policy goals, increase 
competitiveness of the regions, balanced social-economic 
development and improvement of living conditions in the 
regions, improvement of infrastructure for support of 
sustainable development, support particular territories 
and identify endogenic factors of development, increase 
the quality and efficiency of regional institutions, 
development of trial-programs for regional development.  

On the assumption of relevance of the issue, we have 
aimed to identify the challenges of the regions of Georgia 
in sustain and equal development and elaborate 
recommendations of its solution.  
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2 Research methods 

In the process of research has been used methods of 
analysis, synthesis, and comparison.  

The analysis of the documents of the strategy has been 
made using a comparison model. For achieving the goal 
and objectives of the study has been conducted desk 
survey. The existing theoretical and methodological 
approaches related to issues have been studied through 
reports, researches, and scientific articles. During the 
study, statistical calculations were carried out based on 
official sources (World Bank, Eurostat, Faostat, Geostat, 
and other); The primary materials necessary for 
publication were obtained from the National Statistical 
Office, the Ministry of Economy and Sustainable 
Development, the Ministry of Environment and 
Agriculture, the Ministry of Regional Development and 
Infrastructure of Georgia and various agencies. 

For enhanced interviews and focus groups, various 
guides and questionnaires were developed, depending on 
the content of each task. The latter relied on information 
obtained as a result of desk research. The respondents in 
the research process were: representatives of local and 
international non-governmental organizations working on 
regional development issues, professors and researchers 
from universities and other research institutions; 
Representatives of the Ministry of Regional Development 
and Infrastructure and other government agencies; 
Industry experts, locals, and the representative of the 
business sector.  

To determine the concentration of business activity 
and level of equal development in the regions has been 
used different indexes, including distribution and 
specialization indexes. Also has been used qualitative 
research tools (semi-structured interviews and meetings 
with focus groups). 

3 Literature review 
Finding tools for sustainable development in the regions 
and ways to reduce inequality is an important area of 
research in the scientific community nowadays. 
Sustainable development is in connection with the 
identification of territorial inequality issues. In this 
regard, the researchers analysing relevant issues of 
sustainable development and territorial fairness of the 
regions [2]. 

Currently, regions of the world are actively 
participating in the planning of sustainability with the 
following three main components: environment, 
economics, and capital. At the same time, researchers 
proposed ways to solve the issue related to the inequality 
development of the regions [3]. 

In European countries, it is especially important to 
study sustainable development issues of the regions from 
the perspective of sustainable resource management and 
fairness of social security. The researches in this field 
support and contribute to the formation of an equal 
society. In this regard, by studying different stages of 
regional development of Slovenia, researchers identified 

the connection between sustainable development of the 
region and health inequality overcoming [4]. 

Commonly, the concept of sustainable development of 
the regions is reflected integrated development of society 
(social, economic, and environmental protective). This 
type of conception is the basis of sustainable development 
of the regions in European countries. Scientists have 
analysed those tools, which are supporting the sustainable 
development of the regions in economic initiative 
framework, consequently scientists proposing the ways of 
sustainable development of the regions [5]. 

To achieve sustainable regional development and 
reduce regional inequality, it is important to elaborate on 
respective programs and strategies. Such programs and 
strategies are assessed by researchers based on economic 
and social issues, justified their role in elaboration of 
effective regional economic policy, identified the 
differences by location, culture, and other factors [6]. 

Sometimes, equality between the regions, in 
developing countries, is achieved through economic 
development. Frequently issue of disputes becomes on 
how effective-oriented regional policy supports the 
distribution of wealth between the regions and vice versa, 
could it be that equality becomes the main reason for 
ineffectiveness [7]. 

Scientists investigate the forms of relationships 
between the constituent parts of the region for the 
sustainable development of regions. The movement of a 
product, labour, or capital within a region may be random 
and may not indicate a specific direction of flow. [8]. The 
research literature also provides slightly different views 
on the definition of a functional region [9]. 

The main criteria to identify a functional region is the 
level of its isolation from other regions. The movement of 
product, labour, or capital not necessary to be explicitly 
organized within a functional region [10]. Worth 
mentioning that the regions make a significant 
contribution to the development of the process of 
manufacturing diversification in terms of social and 
cultural heritage, especially in mountainous regions [11]. 

The scientific papers include discussions on 
theoretical and empirical issues of economic growth in the 
regions, researches of the conceptual basics of economic 
growth, assessments of the paradigms, and trends of the 
regional development. At the assessing stage of the 
regional economic policy are discussed issues related to 
the difference in per capita income, also is sustained the 
role of areal structure in the formation of the labour 
market.   

Research of equitable development of regions is 
especially relevant from the density of population and 
enterprises study prospective. The concentration of 
population and businesses obviously depends on land 
price, its characteristics, and constraints. In the case of 
Georgia, based on these factors, the issue requires deeper 
research.  

However, in the field of spatial economics, should be 
made the following conclusions: land prices are more 
expensive the closer the sales market is, costs of housing 
and relocation increases the bigger the city size is,  which 
reduces the real income of the population. The latter is the 
main reason why part of the population not willing to live 
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in big cities [12]. We can say that only in a few cities of 
Georgia are the tendency of cost increase in terms of 
housing and relocation. Most cities are still less attractive 
to the citizens and businesses. Consequently, the price of 
land is relatively low, which allows the creation of centres 
and achieve high rates of agglomeration. 

Nowadays, even more effective planning of regional 
development policy is a significant challenge for many 
countries worldwide. The goals of regional "equality" and 
"efficiency" are the main issues of discussion among the 
researchers in the field of regional policy. The subject of 
research and controversy is whether a regional policy 
guided towards efficiency contributes to an equal 
distribution of wealth among regions or vice versa, 
whether an approach guided towards equality can be the 
cause of inefficiency [13]. 

The goal of efficiency is to maximize the growth of 
the national economy and the optimal allocation of 
resources over time, while the goal of equality focuses on 
reducing unequal levels of income, wealth, and economic 
growth between regions. In certain cases, these goals 
could be compatible, but the significance of unequal 
development in regions requires the policy providers to 
focus on one main goal. Therefore, regardless of the 
choice of policy providers, the necessity to study the 
factors causing inequality is unavoidable. At the same 
time, it is necessary to make a benefit and cost analysis 
that will be obtained as a result of changing the economic 
growth direction with government intervention.  

The effectiveness of regional structures in Georgia in 
terms of economic development policy objectives has not 
been studied. Evaluation criteria are accordingly not 
defined. Research is also complicated by the fact that the 
regional level of government is not defined by law, but 
historical districts/regions are subject to policy planning 
[14]. 

4 Results of research 
The transformation of the economy of Georgia influenced 
the strategy of regional development, which takes into 
consideration the solution of their economic, social, and 
environmental issues. Georgia has certain guidelines for 
the sustainable development of the regions, for the 
expansion of regional markets [15]. Strategies and 
programs for the development of the regions of Georgia 
were developed. Based on analysis of these documents 
and the primary data received from the persons who were 
participated in the elaboration of the aforementioned 
documents, has been identified that mostly, documents 
include descriptive data about the regions [16].  

However, should be mentioned that Georgia 
announced its readiness with the other countries of the UN 
to achieve sustainable development aims and targets by 
2030 [17]. 

Mountainous regions have a key role in the socio-
economic development of Georgia. Accordingly, based 
on an analysis of the socio-economic situation and 
existing potential, the Strategy for the Development of 
Mountain Settlements of Georgia presents a strategic 
vision for the inclusive and sustainable development of 

regions with an emphasis on the need for equal socio-
economic development of the regions [17].  

It is very important to determine the levels of 
governmental bodies for sustainable and equal 
development of the regions. As of now, Georgia considers 
four-level government: central, regional, district, and 
municipal. In terms of institutional and functional aspects, 
from the named levels, mostly developed the first level.  

The second one, the regional level, is determined by 
historical, cultural, geographical, economic, ethnic, and 
other signs, and such a division has preserved the 
centuries. At the same time, it is significant to create 
steady food manufacturing conditions in the regions. 
Regional features still firmly bare in minds of the 
population. The process of regionalization still is 
irreversible, and it is effective to manage the country and 
stabilize economic conditions through the regional 
institutions [18; 19] and optimizing knowledge [26]. 
However, at the regional level institutional structures, 
undeveloped infrastructure, cluster relations [20; 21] are 
weak, there are no conditions for sustainable 
development, and the difference in wealth fare indexes 
between the regions is obvious.  

By territories largest region is almost 5.6 times bigger 
than the smallest one. By population of the smallest region 
as compared to the largest is almost 17 times less [23]. 
There is a deficiency of urban-type mid-size territories in 
the country, which causes social-economic inequality 
between the regions. 

By combining assessments of various approaches, 
theories, and models of sustainable and equitable regional 
development, we have identified the main characteristics 
of the regions of Georgia:  

- regions are characterized by economic similarity; 
there are some central places, so-called "Centers of 
gravity";  

- natural resources, ecosystems, or other geographic 
features within a region are similar;  

- the regions are characterized by similar impacts 
under the influence of various external and internal 
factors;  

- each region includes a small number of high demand 
settlements and a large number of low demand settlements 
and it is characterized by manageability.  

The grouping of settlements in the regional context 
showed that the number of different types of settlements 
is quite asymmetric, moreover the spatial difference in 
consumer demand between urban settlements, and rural 
settlements is huge and the regions do not correspond to 
this index of inequality (see Table 1). 

The distribution of GDP across regions is also 
asymmetric (see Figure 1). 

Relatively high GDP is reflected in regions with self-
governing cities and industrialized zones. For example, 
the Autonomous Republic of Adjara, Kvemo Kartli, and 
Imereti in Georgia. The indicators are especially low in 
the regions of Guria, Samtskhe-Javakheti, Mtskheta-
Mtianeti, Racha-Lechkhumi and Kvemo Svaneti in 
Georgia. 

The growth rate of the GDP of Georgia was 5.1% in 
2019 [20]. During the pandemic, there are expectations 
that this indicator will keep decreasing, according to 
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experts, mostly vulnerable and impacted sector will be 
tourism, which will lead to more inequality between the 
regions [20].  

Table 1. Grouping of settlements by number (pcs.) and average 
population (people) by regions  

 
 

 
Fig. 1. Regional structure of GDP of Georgia [17; 23] 
 

Significant inequality in GDP for the regions of 
Georgia was observed even before the pandemic: GDP 
per capita hovers 2.7 times between the richest and 
poorest regions. Tbilisi has the largest share in the 
country's GDP (49%) [20]. In addition, 72% of the total 
turnover of the business sectors comes from companies 
operating in Tbilisi. This index is 2.5 times more than 
other company’s index operating in other regions of 
Georgia. Georgian economy is quite diversified by its 
structure, but the economy of Tbilisi is more competitive. 
86% of foreign direct investments come to the Tbilisi 
region of Georgia. Meanwhile, there is a decrease 
tendency of foreign direct investments in most of the 
regions of Georgia, such as Guria, Racha-Lechkhumi and 
Kvemo Svaneti, Shida Kartli, and Mtskheta-Mtianeti [16; 
17; 20]. This kind of concentration of the economy is the 
biggest challenge for Georgia and its regions. 

The study of the needs and potential of regional 
development showed that Georgia, on the one hand, has 
many challenges for further development, and on the 
other hand, has significant potential that can be effectively 
used for deepening of economic development and 
improvement of the quality of life of its citizens. 

To find the ways of equal development of the regions 
it is vital to know what concentration of economic activity 
in the regions is. 

We have measured the concentration of specific 
sectors in the regions by using a distribution index, took 
into consideration regional inequality characterized by the 

small countries [24]. Analysis of the results showed that 
none of the regions is notably specialized. 

Among the relatively concentrated types of economic 
activity in the regions, there is only agriculture, forestry, 
and fish farming, as well as the mining industry, and 
quarrying. In this regard, the regions of Racha-
Lechkhumi, Samegrelo-Zemo Svaneti and Kvemo Kartli 
stand out. In terms of mining and quarrying, this sector is 
especially concentrated in the Kvemo Kartli and Imereti 
regions. 

The level of concentration of business sectors in the 
regions has been precise by distribution curves [20; 25]. 
In time of making distribution curves has been considered 
that retail and wholesale is as an example of maximally 
near to ideal distribution. In this case, involvement in 
business sectors from the regions is proportionally equal. 
The deviation from this curve reflects a high 
concentration in one or more regions (see Figure 2). 

 
Fig. 2. Distribution curve by regions of Georgia by five sectors 
[20] 
 

The distribution of the curves also affirmed that the 
level of concentration of business sectors in the regions of 
Georgia is rather unequal. This means that none of the 
regions are distinguished by industry specialization, only 
a relatively high specialization observed in the Kvemo 
Kartli region, the merit of which is existing natural 
resources and "support" on the issuance of permissions for 
their extraction. 

5 Conclusion 
Consequently, for the sustainable and equitable 
development of regions in Georgia, for the effective 
functioning of the regions is needed strong correlation 
between the components of the population, the business 
sector, and the territory. The above mentioned will create 
and strengthen regional relations, interdependencies, 
create conditions for sustainable development and a basis 
for a relatively equal concentration of economic activity. 

Based on the results of the study, the following 
conclusions and recommendations were made: 
- indicators of economic activity in the regions of 
Georgia are very different from each other. These figures 
are affected by the decision of the population and the 
business sector about their place of residence, work, and 
sphere of economic activity. Consequently, the 
possibilities for sustainable development of regions 

Regions Number of 
cities

Average 
population 
living in 1 

city

number of 
towns

Average 
population 
living in 1 

town

number of 
villages

Average 
population 
living in 1 

village

Spatial difference 
in consumer 

demand in urban 
settlements from 
rural settlements

Autonomous 
Republic of Adjara

2 84,693 5 3,078 322 463 189

Guria 2 10,590 5 2,145 186 438 29

Imereti 11 23,168 2 1,834 535 515 49

Kakheti 9 7,947 0 - 333 742 11

Mtskheta-Mtianeti 2 7,054 5 1,430 480 153 56
Racha-Lechkhumi 

and Kvemo Svaneti
3 2,008 2 474 251 100 25

Samegrelo-Zemo 
Svaneti

8 15,535 2 2,557 521 387 47

Samtskhe-
Javakheti

5 9,107 7 1,304 259 409 25

Kvemo Kartli 7 24,731 5 1,401 351 695 38

Shida Kartli 4 23,589 2 5,428 373 424 68
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should be determined not by the principle of territorial 
similarity, but by the spatial characteristics of territorial 
units; 
- one of the obstacles to the possible benefits of spatial 
concentration and economic agglomeration is the land 
price. Most cities in Georgia are less attractive for the 
population and business, therefore the price of land is 
relatively low. At this stage of development, low land 
prices will create an opportunity to create centers and 
achieve a high speed of the agglomeration process; 
- the analysis of distribution indexes by the regions of 
Georgia showed that the concentration of sectors is not 
typical for none of the regions, and economic activity 
between regions is diversified. To increase the 
concentration and rapid development of the municipality 
recommended the following: to organize the 
infrastructure with a focus on the centers of the 
municipality; Develop and expand ties between 
municipalities; Create appropriate infrastructure 
connecting territorial units around municipal centers; 
facilitate migration to settlements if needed, etc. 

In planning regional policy, it is necessary to choose 
between the goals of "equality" and "efficiency". Should 
be noted that the EU's “rapprochement” policy is more 
focused on achieving the goal of “equality”. By the policy 
of rapprochement with the EU, reducing inequality 
between regions should be the high priority of Georgia's 
strategic goals.  

Unequal development and weak territorial ties are 
obvious between the regions of Georgia. It is necessary to 
establish and develop functional interdependencies 
between territorial units. Especially, should be improved 
links between regional centres and the capital city.  

The following approaches should be used to identify 
opportunities for equal development in the regions: a clear 
focus on efficiency; Concentration of economic activity 
as a strong side of regional development; Replacing the 
sectoral approach with a multi-sectoral policy, focused on 
territorial development; Promotion of specialization, 
clustering, etc.  

The analysis of growth opportunities of the regions of 
Georgia has proved that the perspective of rapprochement 
and equal development is more short-term for those 
regions which have economic centers. In case the regions 
do not have strong centers, it is recommended that 
regional policy was initially focused on the creation and 
development of such centers. 

The analysis of the existing four-level government in 
Georgia (central, regional, district, and municipal) has 
been proved, that the regionalization process is 
irreversible nowadays and that is possible to achieve equal 
and sustainable economic development through regional 
institutions; lack of mid-sized urban areas aggravates 
further inequality problem. 

Comparison of territorial, demographic, economic, 
social and other factors of the regions of Georgia showed 
that there is harsh inequality between social-economic 
development levels between the regions. 

The Study of the needs and potential of regional 
development showed that Georgia, on the one hand, has 
many challenges for further sustainable and equal 
development, and on the other hand, has significant 

potential to improve economic development and quality 
of life of its citizens. 
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