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FactCheck

Zurab Japaridze discusses the problems 
related to the expenditures of the 2013 budget.

CoNCLusIoN
In the course of our inquiry about the accuracy of Zurab Japaridze’s statement it was 

established that apart from the Village Support Programme, the Regional Projects Fund 
and the Science Rehabilitation Programme, the figures indicated by the MP are accurate. 
Additionally, our analysis of the 2013 indices against those of 2012 revealed the negative 
dynamics in the expenditures of the budget sectors indicated by the MP which was mani-
fested in the notably larger deficits.

We conclude that Zurab Japaridze’s statement is MOSTLY TRUE.

Nutsa TokhAdze
FactCheck

A
t the plenary session 
of the Georgian Parlia-
ment held on 30 April 
2014, representative of 
the Parliamentary Mi-

nority, Zurab Japaridze, discussed 
the problems facing the Georgian 
economy and stated:  “The budget 
of the Ministry of Regional Devel-
opment and Infrastructure had 
a deficit of GEL 200 million. The 
budget designated for the rehabili-
tation of municipal infrastructure 
fell short by GEL 55 million result-
ing in only a 70% budget execution. 

The budget for water supply posted 
a deficit of GEL 60 million with 
an execution rate of 55%.  GEL 50 
million was earmarked for the Vil-
lage Support Programme but the 
execution equalled 0%. A total of 
GEL 450 million was designated 
for the implementation of regional 
projects but, at the end of the year, 
the amount spent for this purpose 
equalled GEL 0. The budget for the 
Teachers’ Professional Education 
Support Programme fell short by 
GEL 5.6 million when compared 
to the planned budget and ap-
proximately GEL 4 million less was 
spent for this purpose than in 2012. 
In the case of vocational education, 
the plan for 2013 saw a shortfall 
of GEL 5.5 million and spent GEL 

4 million less than in 2012. GEL 5 
million was marked for the Science 
Restoration Programme but, in 
the end, GEL 0 was administered 
for this purpose. The projected 
budget for the government’s learn-
ing grants for master’s degrees 
and doctoral grants ran a deficit 
of GEL 11 million with GEL 3 mil-
lion less having been spent in this 
direction than in 2012. The budget 
of the Ministry of Labour, Health 
and Social Affairs fell short by GEL 
200 million and the healthcare 
programme’s budget, in particular, 
saw a shortfall of GEL 266 million.”

FactCheck inquired about the 
expenditures of the state budget of 
Georgia and verified the facts indi-
cated by the MP.

the views expressed in this website are those of factcheck.ge and
 do not reflect the views of The FINANCIAL or the supporting organisations

mosTLY TRue

A
s can be gathered from 
Table 5, approximately 
GEL 4 million less was 
spent on the Teachers’ 
Professional Education 

Support Programme and vocation-

al education in 2013 than in 2012 
while the budget of the govern-
ment’s learning grants for master’s 
degrees, doctoral programmes and 
youth encouragement programmes 
spent roughly GEL 3 million less 

in 2013 than in the preceding year. 
These figures precisely correspond 
to the numbers named by Zurab 
Japaridze.

Category:  Budget

TAbLe 1:  execution of 2013 budget expenditures

TAbLe 3:  execution of 2012 budget expenditures

Source: Ministry of Finance of Georgia; mof.ge

Source: Ministry of Finance of Georgia; mof.ge

F
irst and foremost, it 
should be clarified that 
the Budgetary Code of 
Georgia mentions no 
such term as a ‘budget-

ary shortfall.’ The Code employs 
the term ‘budgetary plan execu-
tion/failure of execution.’ In gen-
eral, the term ‘budgetary shortfall’ 
can be used when the budgetary 
revenues fall short of the project-
ed amount or the expenditures 
foreseen in the budget have not 
been fully executed. Accordingly, 
the meaning of this term in a par-
ticular statement depends upon 
the author of the statement and 
his personal interpretation of the 
concept.

It is also worthwhile noting 
that the employment of less funds 
than foreseen in the budgetary 
plan can be described as an eco-
nomically negative factor as the 
planned expenditures have their 
own purpose and are designated 
for the implementation of specific 
projects and activities. Employ-
ment of less financial resources 
than envisaged in the plan im-
plies that some of the activities 
planned for the year have not 
been implemented. However, 
there are cases when the activities 
are implemented according to the 
plan but they use up less resourc-
es than originally projected in 
the budget. At first sight this fact 
seems to be very favourable as the 
planned projects were executed 
with less resources, however, 
this scenario has certain negative 
aspects as well (although out-
weighed by the positive aspects 
of the fact). When the imple-
mentation of specific operations 
requires less funds than were 
expected in the budgetary plan, it 
is entailed that the expenditures 
were not projected accurately and 
the saved funds could have been 
employed for the execution of 
other projects (the projects which 
were urgent in that year and 
could not have been delayed to 

the next). Consequently, in any of 
the abovedescribed scenarios, the 
failure of the execution of budget 
expenditures is an unfavourable 
fact for the economy.

As can be gathered from the 
above table, the budget of the 
Ministry of Regional Develop-
ment and Infrastructure fell short 
by GEL 102 million when com-
pared to the projected budget 
of 2013 while in comparison to 
the revised budget the shortfall 
amounted to GEL 205 million. 
The budget designated for the 
rehabilitation of regional and mu-
nicipal infrastructure fell short by 
GEL 55 million when compared 
to the initial plan having an ex-
ecution rate of 70%. The budget 
earmarked for the restoration-
rehabilitation of the water sup-
ply infrastructure saw a shortfall 
of GEL 60 million with the ex-
ecution rate equalling 55%. The 
budget allocated for the support 
of teachers’ professional develop-
ment fell short by GEL 5.6 million 
when compared to the approved 
budget while the budget designat-
ed for vocational education had a 
shortfall of GEL 5.5 million. The 
budget of the government’s learn-
ing grants for master’s degrees, 
doctoral programmes and youth 
encouragement programmes re-
vealed a shortfall of GEL 11 mil-
lion as compared to the initial ap-
proved plan. The shortfall in the 
budget of the Ministry of Labour, 

Health and Social Affairs amount-
ed to GEL 219 million while the 
funds earmarked for the health-
care programme fell short by GEL 
266 million. This data confirms 
the figures indicated by the MP.

As for the Village Support 
Programme, the Regional Pro-
jects Fund and the Science Re-
habilitation Programme, at first 
glance the above table seemingly 
confirms that GEL 0 was admin-
istered for these programmes 
but, in actuality, this impression 
is false. The data shown in Table 
1 is taken from the 2013 Budget 
Execution Report (specifically, 
Chapter 6, entitled “Allocation 
of Allotments of the State Budget 
according to Programme Classi-
fication”). The data given in the 
factual execution (0) implies that 
the funds were allocated to mu-
nicipalities and spending insti-
tutions (funds are transferred to 
the municipalities and the spend-
ing institutions only based upon 
their detailed plan of the funds’ 
allocation) and, consequently, 
their spending was recorded by 
the municipalities and spending 
institutions. Detailed informa-
tion on the expenditures of the 
Village Support Programme and 
the Regional Projects Fund can 
be found in the same execution 
report of the 2013 state budget 
under a different chapter (specifi-
cally, Chapter 3, entitled “State 
Budget Allotments”).

A
s can be seen from Ta-
ble 2, only GEL 270 
thousand of the GEL 
50 million total funds 
allocated for the Vil-

lage Support Programme remain 
unspent while only GEL 67 million 
of the GEL 448 million total funds 
designated for regional projects are 
not administered. As for the Sci-
ence Rehabilitation Programme, 
its indices are retained at univer-

sities and are not reflected in the 
budget execution report. However, 
Table 1 does reveal that only GEL 
0.2 thousand was earmarked for 
the Science Rehabilitation Pro-
gramme according to the revised 
budget (that is to say; all but the 
remaining GEL 0.2 thousand had 
already been transferred to spend-
ing institutions).

Evidently, in this part of his 
statement the MP was clearly mis-

taken. We allow for the possibility 
that the MP simply did not pay at-
tention to the chapter of the report 
which presents detailed informa-
tion on budget executions and, 
therefore, overlooked the crucial 
data related to the points he dis-
cussed in his statement.

For a more comprehensive anal-
ysis of the budget sectors discussed 
above, we also examined the data 
of 2012.

T
he data presented in 
Table 3 reveals that the 
budget of the Ministry 
of Regional Develop-
ment and Infrastruc-

ture had a shortfall of GEL 62 
million when compared to the 
projected budget which is GEL 
102 million less than the shortfall 
registered in the same sector in 
2013. In 2012, the budget for the 
rehabilitation of regional and mu-
nicipal infrastructure fell short by 
GEL 971 thousand which is far less 
than the shortfall of 2013 (GEL 55 
million). The budget for the resto-
ration-rehabilitation of the water 
supply infrastructure saw a short-
fall of GEL 31 million, again being 
outstripped by the indicator of 
2013 (GEL 59 million). The budg-
et of the Teachers’ Professional 
Education Support Programme 
fell short by GEL 1.5 million which 
is significantly less than the short-
fall of 2013 (GEL 5.6 million). In 
2012 the budget designated for 
vocational education saw a short-
fall of GEL 2 million while the 

same indicator of the following 
year stood at GEL 5 million. The 
budget of the government’s learn-
ing grants for master’s degrees, 
doctoral programmes and youth 
encouragement programmes had 
a shortfall of GEL 5 million which 
is notably less that the indica-
tor of 2013 (GEL 11 million). The 
budget of the Ministry of Labour, 
Health and Social Affairs fell short 
by GEL 28 million in 2012, once 
again being notably lower than 

the indicator recorded in 2013 
(GEL 218 million). As for the 
healthcare programme budget in 
particular, it endured a shortfall 
of GEL 17 million in 2012 being 
far less than the indicator of 2013 
(GEL 266 million).

As becomes evident from these 
indicators, we observe a notably 
more favourable situation in the 
expenditures of the abovemen-
tioned budget sectors in 2012 
than in 2013.

TAbLe 4:  indices on the Village support 
programme and the regional projects fund

TAbLe 2:  indices on the Village support 
programme and the regional projects fund

Source: Ministry of Finance of Georgia; mof.ge

Source: Ministry of Finance of Georgia; mof.ge

A
s for the Village Sup-
port Programme, its 
unemployed funds 
amassed GEL 89 
thousand in 2012 

which is less than the same in-
dicator of 2013 (GEL 269 thou-
sand). In the case of  regional 
projects, a total of GEL 9 million 
remained unspent which is again 
less than the same indicator of 
2013 (GEL 67 million). We tried 
to examine the previous year’s 
record of the Science Rehabilita-
tion Programme but it did not 
exist in 2012 and so we chose the 

programme most closely related 
to the one under review for our 
analysis; that is, the Support for 
Science and Scientific Research 
Programme. As can be drawn 

from Table 3, a total of GEL 27 
million was earmarked for this 
programme and at the end of the 
year we observe a shortfall of GEL 
9 million. 

TAbLe 5:  indices of educational 
programmes of 2012 and 2013

Source: Ministry of Finance of Georgia, mof.ge
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Davit Narmania 
speaks about 
infrastructural projects 
carried out in 2013.

CoNCLusIoN
The information of the Roads Department of Georgia showed that 190.3 km of road sections were 

rehabilitated in 2013 while this number equalled 108.9 km in 2012. Therefore, the length of repaired 
road sections is 81 km more than in the previous year. Road rehabilitation was also done by the 
Municipal Development Fund of Georgia:  7.76 km of road section repairs were paid for by the Fund 
in 2013 while 11.8 km of road repairs were funded in 2012. The total length of rehabilitated road 
sections in 2013 did not amount to 260 km as reported by Davit Narmania. As for the bridges and 
tunnels, Narmania’s statement is accurate. 

The second part of Narmania’s statement, however cannot be regarded as accurate since the total 
cost of the projects implemented within the Village Support Programme and the Regional Devel-
opment Programme consisted of GEL 282,846,200 and which in fact is not the highest indicator 
observed within these programmes. The state allocated a total of GEL 346,581,100 for both of the 
abovementioned programmes in 2012. 

Therefore, FactCheck concludes that Davit Narmania’s statement is HALF TRUE.

HALF TRue

FactCheck

the views expressed in this website are those of factcheck.ge and
 do not reflect the views of The FINANCIAL or the supporting organisations

Lasha seNAshVILI
FactCheck

O
n 11 April 2014, 
the former Min-
ister of Regional 
Development and 
I n f r a s t r u c t u r e 

of Georgia, Davit Narmania 
(current Tbilisi mayoral can-
didate), presented a report 
on activities implemented in 
2013 at his final briefing as 
Minister. According to Nar-
mania, 260 km of roads were 
rehabilitated in 2013 which 
represents 60 km more than 
was done in 2012. He also 
indicated that 45 bridges and 
five tunnels were rehabili-
tated in 2013 while only 28 
bridges and two tunnels re-
ceived rehabilitation work in 
2012. 

Narmania also spoke 
about the Village Support 
Programme and regional 
infrastructural projects im-
plemented as a part of the 
Regional Development Pro-
gramme. According to his 
statement, the total cost of 
the projects that were carried 
out in 2013 within the frame-
work of the abovementioned 
programmes comprised more 
than GEL 270 million and is 
an amount which is unprec-
edented if compared to the 
previous years. As Narma-
nia put it, different from the 
previous years the greatest 
amount of money was spent 
on infrastructural projects in 
2013. As many as 8,000 small 
and medium sized infrastruc-
tural projects were carried out 
overall.

FactCheck took interest 
in the abovementioned state-
ment and inquired about its 
accuracy.

FactCheck contacted the 
Roads Department of Geor-
gia for information related 
to road infrastructure. In 
response to our inquiry the 
Department reported that 
the state budget funded the 
rehabilitation of 117 infra-
structure items in 2013. The 
total length of rehabilitated 
roads comprised 190.3 km. 
The 2013 state budget al-
located GEL 214,093,000 
for the reconstruction and 
rehabilitation of roads. The 
factual cash expenditure was 

GEL 195,193,280 comprising 
91.17% of the initial plan. 

In 2012 the state budget 
funded the rehabilitation of 
82 infrastructure items with 
the total length of rehabili-
tated roads comprising 108.9 
km. For repairing and reha-
bilitating road sections, the 
state allocated a total of GEL 
128,615,000 in 2012. The fac-
tual cash expenditure covered 
GEL 117,085,260 comprising 
91.04% of the initial plan. The 
detailed list of rehabilitated 
road sections of 2012-2013 is 
available at the following links 
(Road Rehabilitation 2013, 
Road Rehabilitation 2012).

FactCheck also got in 
touch with the Municipal De-
velopment Fund of Georgia. 
According to the information 
provided to us, the Fund re-
habilitated up to 7.76 km of 
road sections in 2012 with the 
assistance of the state budget 
that comprised a total of GEL 
1.5 million overall. As for the 
data of 2012, the state budget 
provided a total of GEL 6.7 
million for the rehabilitation 
of road sections amounting to 
a total length of 11.8 km. 

FactCheck also re-
searched the issue of rehabili-
tated bridges and tunnels in 
2012-2013. Based upon the 
information obtained from 
the Ministry of Regional De-
velopment and Infrastruc-
ture of Georgia, a total of 45 
bridges and three tunnels 
were rehabilitated and nine 
new bridges were constructed 
in 2013 in accordance with 
the plan. As for 2012, these 
numbers comprised 28, two 
and three, respectively. 

FactCheck also investi-
gated the second part of Davit 
Narmania’s abovementioned 
statement regarding the Vil-
lage Support Programme 
and regional projects. Based 
upon the Report on the Ac-
complishment of the State 
Budget of Georgia 2013, the 
state allocated a total of GEL 
49,993,800 for self-govern-
ing units within the frame-
work of the Village Support 
Programme in 2013. Upon 
the request of self-governing 
units, GEL 49,723.900 from 
this amount were transferred 
to the municipal units.

A total of GEL 307,296,600 
was allocated for infra-

structural projects in 2013. 
The municipalities received 
GEL 233,122,300 from this 
amount based upon the re-
quest of self-governing units. 
According to the Report on 
the Accomplishment of the 
State Budget of Georgia 
2013, the overall expendi-
tures for the Village Support 
Programme and Regional De-
velopment Programme infra-
structural projects comprised 
GEL 282,846,200.

FactCheck also took in-
terest in the respective data 
of 2012. The Report on the 
Accomplishment of the State 
Budget of Georgia 2012 con-
tains information on both 
the Village Support Pro-
gramme and the Regional 
Development Programme. 
According to this report, the 
state allocated a total of GEL 
50,000,000 for the Village 
Support Programme in 2012. 
The local municipalities were 
provided GEL 49,910,400 
from this amount upon the 
request of self-governing 
units. As for the implemen-
tation of regional infrastruc-
tural projects, the state al-
located GEL 298,571,200 for 
these purposes in 2012 while 
local municipalities received 
GEL 296,671,100 from this 
amount upon the request of 
self-governing units. 

According to the Report on 
the Accomplishment of the 
State Budget of Georgia 2012, 
the total amount spent on the 
Village Support Programme 
and regional infrastructural 
projects implemented under 
the Regional Development 
Programme comprised GEL 
346,581,100.

Of further note is the fact 
that FactCheck acquired no 
information about the actual 
cash expenditures of the mu-
nicipal units for infrastructur-
al projects at this stage.

Davit Narmania also spoke 
about the construction of the 
express highways as well as 
all the infrastructural proj-
ects implemented in 2013 at 
his final briefing. FactCheck 
already inquired about these 
issues in the past and con-
firmed the accuracy of Nar-
mania’s statement.

Category:  
Infrastructure

opportunity, but the full ben-
efits, and indeed the full po-
tential of the economy, can 
only be realized if there is 
also an effort by the Govern-
ment to accelerate the pace 
of reforms, strengthen insti-
tutions and further improve 
the investment climate. By 
capitalizing on the significant 
achievements of the past and 
by implementing further for-
ward-looking reforms, Geor-
gia can ensure that economic 
growth is sustained through 
the coming years for the ben-
efit of Georgian citizens.

Georgia is in an excellent 
position to enjoy the ad-
vantage of having a robust 
locally-owned banking sector 
as well as a committed local 
business community. We be-
lieve, therefore, that there are 
significant opportunities to 
seize, both for you and for us.

Depending on what tariffs 
and customs there are and 
what non-tariff barriers there 
are at the moment, the ben-
efit might be larger for some, 
and smaller for others. If you 
have a product which has high 
tariffs and those are going to 
be abolished, that will be a 
benefit for the exporter. If you 
have another product which 
has small tariffs and hardly 
any non-tariff barriers, then it 
is a smaller benefit.

The EBRD is set to do even 
more in Georgia, building on 
its strong track record of in-
vesting, and facilitating oth-

ers to invest in Georgia.
Q. Could you please 

tell us in greater detail 
how EBRD is going to do 
“even more” in Georgia?

A. We have recently ap-
proved a new strategy for 
Georgia for the next few years. 
It is based on three pillars, the 
development of the private 
sector, with a specific focus on 
MSMEs and with the support 
of the local banking system; 
the development of energy 
generation, particularly from 
renewable sources and hy-
dropower, which will ensure 
energy independence and 
generate additional exports; 
the promotion of regional in-
tegration, taking advantage 
of Georgia’s strategic location 
between the west and the east, 
and increasingly between the 
north and the south.

These are important priori-
ties, which are in line with the 
Government’s own strategy 
for 2020.

In implementing these 
strategic priorities, EBRD will 
continue working both with 
the public and private sectors, 
across all economic sectors, 
and with foreign and local 
private companies.

In terms of investment op-
portunities, we now have a 
strong pipeline of potential 
new opportunities in vari-
ous sectors of the economy, 
in particular in hydropower, 
food processing, hotel infra-
structure and services. We 
hope to see more opportuni-
ties to invest in the develop-
ment of light industry.

Over the last couple of 
weeks, we have subscribed 
important commitments to 
support the development of 
two new hydro power plants 
in Georgia and to roll out a 
new network of CNG (Com-
pressed Natural Gas) stations 
through the country to offer 
more efficient and environ-
mentally-friendly fuel alter-
natives to motorists.

Q. What will be the big-
gest challenge for SMEs 
while adjusting to EU 
regulations and how 
ready is Georgia to sign 
the AA in the coming 
days?

A. The EU is saying that 
Georgia is ready. That means 
that Georgia is ready!

EU technical and quality 
standards, for instance in the 
food industry, are extremely 
strict. I am not saying it will 
be at all easy to meet those 
standards for those who have 
not done it. For new compa-
nies, new exporters, this is go-
ing to be a struggle. But it is 
an investment and effort that 
I believe will be very worth-
while.

“EU Says Georgia Is Ready. That 
Means Georgia Is Ready!” EBRD
Continued from p. 8

I
f you are wondering how you can become 
richer and cleverer, if you are an entre-
preneur or working in development, 
then you should read the following books 
recommended by Adam Pellillo, Assis-

tant Professor at the International School of 
Economics at Tbilisi State University (ISET).

TRIumpH oF THe CITY: How 
ouR gReATesT INveNTIoN 
mAKes us RICHeR, 
smARTeR, gReeNeR, 
HeALTHIeR, AND HAppIeR by 
edward glaeser (2011)

If you’ll be in Tbilisi this summer, wondering 
how we can all become richer, smarter, greener, 
healthier, and happier, Edward Glaeser’s Tri-
umph of the City: How Our Greatest Invention 
Makes Us Richer, Smarter, Greener, Healthier, 
and Happier is perhaps a decent starting point. 
Looking at cities ranging from Kinshasa to New 
York, Glaeser explores what is at the root of the 
prosperity (or poverty) of some of the world’s 
largest urban centres. The new mayor of Tbilisi 
might find Glaeser’s analysis very useful.

geoRgIA: A poLITICAL 
HIsToRY sINCe 
INDepeNDeNCe by stephen 
Jones (2012)

While the title may not suggest it, this ex-
ceptionally well-written book touches on many 
aspects of the Georgian economy. It also illus-
trates the complex relationship between politics 
and economics more broadly. As is shown in his 
writing, Jones has spent a considerable amount 
of time in Georgia and has a deep understand-
ing of the challenges facing policymakers, busi-
ness owners, and citizens across the country.

uNDeRsTANDINg gLobAL 
TRADe by elhanan 
helpman (2011)

With the Deep and Comprehensive Free 
Trade Agreement (DCFTA) with the European 

Union slated to go into effect later this year, 
understanding what might be required of 
firms and the Government to get the shipping 
containers in Batumi and Poti filled to their 
brims is of the essence. While somewhat more 
technical than the other books listed above, 
Elhanan Helpman’s Understanding Global 
Trade is an accessible and important intro-
duction to the determinants of trade around 
the world.

THe IDeALIsT: JeFFReY 
sACHs AND THe QuesT 
To eND poveRTY by nina 
munk (2013)

If you are working in development, Nina 
Munk’s poignant critique of economist Jeffrey 
Sachs’ Millennium Villages Project is a must-
read. While the context is quite different than 
that in Georgia, Munk’s analysis of the chal-
lenges faced during the implementation of this 
project offers insights to consider when craft-
ing your next proposal.

NoTHINg To eNvY: 
oRDINARY LIves IN NoRTH 
KoReA by barbara 
demick (2010)

The Nobel-prize winning economist, Jo-
seph Stiglitz, once argued that “a study of less 
developed countries is to economics what the 
study of pathology is to medicine; by under-
standing what happens when things do not 
work well, we gain insight into how they 
work when they do function as designed.” 
By looking at the case of North Korea, one 
observes the human consequences of totali-
tarian politics and distorted economics. It 
is perhaps one of the best ways of learning 
why the “rules of the game” matter for an 
economy and what happens to individuals’ 
well-being when economies do not function 
as they should.

Prepared for print by Madona Gasanova, 
The FINANCIAL

Five Must-Read Books if 
You Want to Become Rich


