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Meritocracy to Efficiently Use Talent and Develop Khowledge Based Economy
The Case of Georgia

Abstract

In recent years, more countries have embarkedamsftsrmation into knowledge economy,
which has been arisen from its perceived positifieiénce on political, economic and socio-
cultural transformations in varied national and alocontexts. Current dynamics of
globalization, however, has accentuated the asymntettween technologically advanced
and backward countries which to a greater extentefiected in brain drain affecting
policymaking either in terms of increasing natior@mpetitiveness or solving global
problems. Over past two decades brain drain hasnbea@ significant challenge for post-
Soviet countries, and particularly for Georgia daghe mass emigration of skilled people,
but no policies were formulated so far to addrésspgroblem. Furthermore, neither policy-
oriented nor pure academic literature has paid atgntion to the interconnectedness of
meritocracy, brain drain and knowledge economy,tardmpact of globalization on national
capacity for evolutionary transition in post-Soviebuntries, which presents complex
challenges to scholars and policymakers.

This study aims at introducing clear evidence &iify that the absence of meritocracy leads
to decline in proactive leadership, productivity, aoddeterioration of governance, which

undermines national competitiveness and a counpgtential to efficiently use talent and

develop innovation and knowledge-based economyeSimeritocracy is awaiting theoretical

and methodological justification to create an indexnposed of a range of indicators for
measuring merit, the study also aims at contrilguton the development of epistemological
and ontological grounding to fill this gap.

The study, by using an example of Georgia, praiiagnostics, benchmarking analysis and
policy recommendations on attracting and retainalgnt and developing knowledge based
economy by focusing on economic competitivenessstintulating merit-based recruitment
system.

Keywords
Globalization, Georgia, meritocracy, knowledge exug, brain drain, competitiveness,

innovation, transnational knowledge networks, EesspNeighbourhood Policy, Eastern
Partnership
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1. Introduction

In recent years, more countries have embarked wel@gng knowledge economy, which
has been arisen from its perceived positive infteeen political, economic and socio-
cultural transformations in varied national andalocontexts. The system of knowledge
economy is a powerful conceptual framework, whietpuires increasing financial support for
R&D, improving cooperation between universities atheg private sector as well as
developing the economic and legal framework to doettcilitate the creation of new
knowledge and technological development. The Ewopdénion, Organization for Economic
Cooperation and Development (OECD) and the WorldkBzave stressed the significance of
education, research and development (R&D) as driatdors for development. Attention
has been concentrated on promoting sustainabldagement of human resources and human
capital, in order to increase innovative poterdiadl economic competitiveness.

Current dynamics of the globalization, however, hasentuated the asymmetry between
technologically advanced and backward countriexclwlio a greater extent is reflected in
brain drain affecting policymaking either in termsincreasing national competitiveness or
solving global problems.

Historically, the emigration of skilled intellecigahas been viewed as a loss for the sending
countries and a net gain for the receiving coustrids the emergence of transnational
knowledge networks has become consistent with gldieon theories, increasingly, the role
of diasporas has begun to circulate among schaladspolicy makers emphasizing how
expatriate talent can make a contribution to theetiggment of their countries of origin.
Respectively, the focus has shifted from viewinggmaiion as loss of intellectuals to
conceptualizing it as a dynamic process of knowdetgnsfer contributing to brain gain.

In an era of global competition, reverse brain mit@rmed as the brain gain, where human
capital moves in reverse from a more developed tcpua a less developed country, plays
important role for sending country’s developméiitere has been growing interest in the extent
to which expatriate scientists develop professidmidages with their home countries (Meyer and
Brown 1999).Some scholars, who pay particular attention tosjokaia option’, argue that the
potential of this policy option cannot be fully ligad unless professional diaspora networks
are underpinned by a range of support mechanism¢hich education plays an important
role in preparing people to develop the capacityworking in transnational spaces in ways
that are both systematic and productive (F. RiZd7). Scientists, engineers, or other
intellectual elites migrated to a more developednty to study, perform research, or gain
working experience, accumulate resources both légind intangible that can be used in
their home country (Stark & Bloom 1985).
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Knowledge and technology transfers are a primary fea developing countries to benefit
from highly skilled emigrants (Damtew 2000, cited liowell 2001), but this process is
undermined by variety of factors depending on tidividual characteristics of a country.
Moreover, brain drain can become destructive fotional competitiveness, unless the
countries of origin do not have the capacity teate incentives for retaining and attracting
talent.

The occurrence of reverse brain drain mostly depem the capacity of the country’s
development to elaborate strategies over a loniggeif time to reverse the migration. This
would also require these countries to develop afr@mment which will provide rewarding
opportunities for those who have attained the kedgé and skills from overseas (OECD
Observer 2002). In the past, many of the immigrdrdsn developing countries chose to
work and live permanently in developed countriesyéver, the recent economic growth that
has been occurring back in their home countriesd- tae difficulty of attaining long-term
work visas - has caused many of the immigrantstiorm home (Lee & Kim 2010).

In the context of post-Soviet transition the widenknowledge gap threatens to undermine
potential gains of the Eastern Partnership of Eheopean Neighborhood Policy (ENP),
which envisions the convergence with shared Ewopealues focused on gradual
integration in the EU economy, good governance, atgaty, economic and social
development. ENP itself includes the priorities La§bon Strategy - a variety of policy
measures to enhance research, innovation and gevefd of knowledge-based economy.
These factors are important not only for those tes that have moved very close to the
technology frontier, but also for those that ar@lementing the principles of free market
economy. The aspirations of Georgia for EU membgyskhould be instrumental in
encouraging the country to adopt such knowledgeipsl However,

“Iit is apparent that national scientific systemstrhed for the most part back in Soviet
times, have been degraded since the fall of consnmuand struggle to be relevant in
the new environment. Insufficient resource allodate research, technological
development and innovation (RTDI) has resulted bsotete equipment, a gradual
reduction in the number of researchers, and théapske of many branch (industrial)
research institutes. Less than half the S&T jolad #xisted in 1990 remain in 2005,
whilst much of the best talent has left the redgiorfind employment in the West.
Reversing this brain drain will require not only amcrease in spending, but also
extensive reform of the RTDI system. Necessaryrmsfanclude institutional
consolidation, expansion of competitive stream$untling, restructuring of career
pathways that reward on the basis of merit, andagge prioritisation within RTDI
spending...Whether the EU and US will vigorously @m@nt cooperation policies to
support the development of knowledge economidseimeigion is open to question”.
(European Commission 2006).

As in many post-communist countries, the flow o thighly skilled persons has likewise
been identified as one of the major obstacles feorGia’'s socio-economic development.
Georgian government, however, has not yet manageedign and implement relevant and
evidence based policies that could mitigate the siffiects of the brain drain by stimulating



Meritocracy for Efficiently Using Talent and Devgiag Knowledge Economy: the Case of Georgia

merit-based recruitment system or diaspora knovdadgworks to efficiently use talent and
contribute to developing knowledge economy. Morepgece the Rose Revolution, there
has been much rhetoric and speculation about a neags of highly-skilled professional

returnees (CRRC 2007), and the official data predithy the National Statistics office of
Georgia has become unreliable because of politiflalence from the authorities to conceal
higher rates of emigration.

According to elite theorists such as J. Highley Bhdurton, elite settlements’ are crucial to
ensure effective leadership of the transformatiorc@ss (Highley & Burton 1989)n the
process of transformation elites pursue their eger through the formation of political and
social identities. Ruling elites in the processrahsformation allocate ownership of property,
define the membership and rights, influence howasand political change should take
place (Lane 2012).

Studies of post-communist transition in central aabtern Europe focused on ‘triple
transition’ — democratization, marketization andtetness, has not reached a shared
interpretation about the distinctive charactersstaf Soviet legacies reflected in national
psychology, political culture and elite formatiagroduction in the former Soviet Union
countries. The question is whether the model aéribdemocracy successfully realized in
western industrialized societies can be applicablthe post-Soviet periphery countries, as
concepts such as the ‘clash of civilizations’ sijgbat Russian/post-Soviet societies are
unlikely to adopt viable democracy for a prioriseas, due to the legacy of the past (Gelman
et al. 2003). Indeed, Soviet legacies are sigmficgapediment to evolutionary transition of
Georgia and with the advent of knowledge-based @oimn development, the search for
highly skilled professionals in all spheres of @ties is imperative.

Over the past two decades brain drain has becosignéicant challenge for post-Soviet

countries, and particularly for Georgia due to thass emigration of skilled people, but no
policies were formulated so far to address the lprab Furthermore, neither policy-oriented
nor pure academic literature has paid any atteticdhe interconnectedness of meritocracy,
brain drain and knowledge economy, and the imphgtaalization on national capacity for

evolutionary transition in post-Soviet countrieshigh presents complex challenges to
scholars and policymakers.
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This study aims at introducing clear evidence ®iify that the absence of meritocracy leads
to decline in proactive leadership, productivity, aonddeterioration of governance, which
undermines national competitiveness and a counpytential to efficiently use talenand
develop innovation and knowledge economy. Sincatawgacy is awaiting theoretical and
methodological justification to create an index pmsed of a range of indicators for
measuring merit, the study also aims at contrilguton the development of epistemological
and ontological grounding to fill this gap.

The study, by using an example of Georgia, pravitlagnostics, benchmarking analysis and
policy recommendations on attracting and retairialgnt and developing knowledge based
economy by focusing on economic competitivenessstintulating merit-based recruitment
system.

2. Prospects for Knowledge-based Economic Developnmen Georgia

Since the independence in 1991 Georgia has become af the biggest recipient of
western aid per capita in post Soviet spabe. growing western influence, notably
through the United States-Georgia Charter on Sjfi@feartnership, European Neighborhood
Policy/Eastern Partnership, and proposed EU and ®lAiiembership, has increased the
importance of converging with shared democraticuesl effective governance and
knowledge based economy.

The EU has played a pivotal part in achieving mahthe positive changes that have taken
place in Georgia. Namely, it has exerted considerafforts to assist Georgian government
to formulate and implement science and innovatioficgs which was reflected in EU-
Georgia Neighborhood Policy Action Plan, but for \ariety of reasons these
recommendations have not been yet translated ioberete policy changes. Among the
priorities included in this Action Plan, is devefent of sound education, research and
innovation policies in Georgia, which should helpe tcountry achieve and maintain
sustainable economic growth. In Particular:

* Develop a Research and Innovation policy direcdievant to the sustainable and
equitable economic development policy objective&ebrgia;

» Further reform efforts in the field of education promote human resources
development;

* Foster co-operation with the aim of reforming higkducation sector in the context
of the Bologna Process;

* Reinforce participation of Georgian scientists/stug/academics in international and
exchange programmes;

» Encourage life-long and life-wide learning opporti@s as well as further the reform
efforts in the field of education, science and nirag to promote sustainable
development of human resources and human capital;

! country’s potential to efficiently use talent ipidlar labour market efficiency in Global Compaténess Index
(GCI), and includes both country’s capacity t@ietalent and country’s capacity to attract taledtcators.
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 Reform science management system through apprepregulatory framework
financing model and governance based on sciemtkiellence, capacity-building and
joint initiatives
(Retrieved from:
ec.europa.eu/world/enp/pdf/action_plans/georgip_ap_final_en.pdf).

Georgia urgently needs to move to a knowledge-basedomy, where the distribution of

research locations provides a focus of strategmodpnities for both university research and
governmental policy-making (lvaniashvili 2007). Budw does the country measure up to
these requirements? What potential does it havesilizing such a model?

The successful transition to the Knowledge Econdypycally involves elements such as
long-term investments in education, developing vation capability, modernizing the
information infrastructure, and having an econosmgironment that is conducive to market
transactions (Chen and Dahlman, 2005). The WoddkBdefined these elements as the
pillars of the Knowledge Economy, which constittite following framework:

* An economic incentive and institutional regime thedvides good economic policies
and institutions that permit efficient mobilizatiand allocation of resources and
stimulate creativity and incentives for the effrdi€reation, dissemination, and use of
existing knowledge.

* Educated and skilled human resources who can cantsly upgrade and adapt their
skills to efficiently create and use knowledge.

* An effective innovation system of firms, resear@nters, universities, consultants,
and other organizations that can keep up with tieenmedge revolution and tap into
the growing stock of global knowledge and assiraitatd adapt it to local needs.

* A modern and adequate information infrastructurat ttan facilitate the effective
communication, dissemination, and processing ajrination and knowledge (Chen
and Dahlman, 2005).

The Knowledge Assessment Methodology (KAM) devetbpg the World Bank Institute’s
Knowledge for Development (K4D) Program, is a féaiive tool for transition process,
which assists us in providing diagnostic and berarking analysis based on customized
scorecard and the most recent available data forgee Figure 1 summarizes cross-sectoral
results of a diagnostics of Georgia’s positiontreéato high income countries.

For more comprehensive view of Georgia’'s capabibtgevelop knowledge based economy,
we have selected 14 most relevant indicators, amwinigh brain drain is a significant
impediment, emphasizing the weak capacity of thanty to retain and attract talent.
Factors such as Government Effectiveness, Reliafc®rofessional Management and
Control of Corruption not only seriously affect tleansition process, but also directly

5



George Ivaniashvili

indicate the lack of meritocracy. Government effestess combines perceptions of the low
quality of public service provision and bureaucrabye lack of competence of civil servants,
the low degree of their independence from politicdluence, and reduced Government’s
credibility to provide sound policies. Unrelialpjeofessional management can be explained
by holding senior management positions without réga merit. Weak control of corruption
corresponds to “graft” measures of corruption adl we to favoritism, nepotism and
clientelism. Political stability includes factorhich measure perceptions of the likelihood of
government’s destabilization, which has direct Hatreffect on the continuity of policies.

Indicator Pay and Productivity represents the ratioan employee's inputs reflected in

productivity to an employee's outputs such as galdris index represents the inadequacy of
the ratio in that the quality of productivity in @gia is compromised by the lack of

knowledge, skills, competences and merit basedtsatecriteria.

Figure 1. Custom Scorecard for Georgia and High Iname Countries

Georgia
Government Effectiveness
Feliance on professional managemert 10 Political Stability
Pay and productivity Control of Corruption
Brain Drain & Rezearchers in R&D
Guality of Management Schools Total Expenditure for R&D as % of GDP
Cualty of Science and Math Education University-Company Research Collaboration
Irtellectual Property Protection S&E Journal Aricles 1 Mil. People

aviy number of citations per S&E aricle

Comparisen Group: All Year: most recent (KAM 2012)

High Income Countries
Governmert Effectivensss

Reliance on professional managemert 10 Political Stability
Pay and productivity Control of Corruption
5
Brain Drain g Researchers in RED
Giuality of Management Schools Total Expenditure for R&D as % of GDP
Quality of Science and Math Education Univerzsity-Campany Research Collaborstion
Intellectual Property Protection SE&E Journal Aricles

avg number of citations per SEE article

Compariscn Group: All Year: most recent (KaM Z012)
Source: The Knowledge Assessment Methodology (KAM 2012)

R&D expenditure as a percentage of GDP is considasean important indicator to evaluate
a country's investment in developing innovationd &nowledge based economy. It covers
basic research, applied research, and experimeetalopment. According to the latest
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available data of 2008, R&D spending as a percentdgGDP in Georgia is only 0.18 %,
which is significantly reduced in comparison withat of in 1998 (0.35 % respectively)
(World Bank 2008). The cutbacks in R&D spending eppto be directly related to the
inefficiency of government policies, weaknesses oafigher education and science,
incapability of business companies to spend on R&Bd lack of university-Company
Research Collaboration opportunities.

Other factors such as Quality of Management Schants Quality of Science and Math

Education emphasize the devastating impact of ltem on education and science system
which has resulted in intellectual erosion andisred universities and scientific-research

institutes, which is reflected in very limited nuentof citations per published S&E article.

Figure 2 represents cross-sectoral holistic viewhefwide spectrum of factors for Georgia
relevant to the knowledge economy. Each bar cBhows the aggregate Knowledge
Economy Index (KEI) score and the contribution gtieke weight) of different Knowledge
Economy pillars to the overall country's knowledgadiness.

Figure 2. Indexes and Pillardor Georgia and High Income Countries

Geargla (moest recant), Groupt All

Kngwiedoe ECongmy index

Knowledge Inde

Economic incentive and Institulional Regime | |

Edueation I ]
Inmvovation | i |
ICT
00 25 50 75 10,0

BAK I022

High Income {moast recent), Group: All

Knowhirdge Economy index

caameson e _———

Econgmic incenteg and institutional Regime | ]

Education | =l|
1 | |
Inngvation | |
| I |
IcT | ]
i 8 ! 1 i
0.0 25 50 75 10.0
FAM 2012
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Source: The Knowledge Assessment Methodology (KAM 2012)

At Georgia’s level of development, which impliesvier level of science and technology and
higher level of brain drain, knowledge strategigsidally involve the tapping of existing global
knowledge and adoption of foreign technologiesotal conditions in order to enhance domestic
productivity.

3. Globalization, National Competitiveness and Inneation Potential of Georgia

From ontological point of view, Globalization iscantradictory historical phenomenon. To
some extent it implies asymmetric competition amoagon-states which results polarization
of the world economic system, but on the other hancreates opportunities for global
partnership and integration, which stimulates kmenlgk transfer and creation of
transnational knowledge networks. Given the trandsducation, science, culture, business,
capital, ideas, communication and information tedtbgies, regions globally form an
integrated, inter-linked and inter-dependent systemth leads to the emergence of global
knowledge economy.

The rapid progress of globalization has emphadizecheed for nation states to follow sound
policies for developing innovation systems and eciray their competitiveness, which are
significantly influenced by government effectiveses institutional arrangements,
technological capabilities, innovative potential,igration policies etc. National
competitiveness grounded on Porter's Diamond Md@Bekter 1990), requires government
efficiency, business sophistication, demand coongj and factor conditions such as skilled
human resources capable to acquire, assimilatgeytadapt, and create new technology.
More nations strive to acquire innovation capaksitwith investment in research and
development (R&D) and human capital, which is thesdline requirement for global
competitiveness. The others standing for delayedlemozation and incomplete state
building processes, are lagging behind.

The competitiveness of a nation or region is detgechby the productivity (value per unit of
input) with which it utilizes its human capital,gother intangible or tangible resources and
which sets a nation’s standard of living. More sipeally, competitiveness can be defined as
a collection of factors, policies, and institutiomsich determine the level of productivity of a
country (Claros, WEF, 2005). Productivity consediatly influences a country's ability to
grow over time and sustain economic growth. Trsk taf assessing a country's level of
competitiveness is challenging since it requires theasurement and assessment of a
multitude of factors, so called pillars of compeggnhess (lvaniashvili 2009).

The Global Competitiveness Index (GCI) with its ih@licators developed by the World
Economic Forum (WEF) is used as a proxy to measweuntry's competitiveness. In GCI
Report 2013-2014 Georgia ranks¥@mong 148 countries, that is higher on most indisa
than many of its regional peers, including EU mem$tates in Eastern Europe such as
Romania, Croatia, Slovakia and Greece. Howevaestilitperforms worse than other post-
Soviet neighbouring countries — Azerbaijan, Russid Kazakhstan. This can be explained
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by the deterioration of many factors including podél and regulatory environment especially
after the 2013 presidential and 2012 parliamengégtions.

The assessment points up serious shortfalls ircdbiatry’s competitive position (Figure 3),
that includes higher education and training (quatit education system — 105, quality of
math and science education — 106, quality of manageé schools - 107, availability of
research and training services 130); labour magfétiency (reliance of professional
management — 82, country capacity to retain tatle9® and country capacity to attract talent
— 105); technological readiness (availability otet technologies — 100, firm level
technology absorption — 117, FDI and technologydfar — 101); business sophistication
(local supplier quality — 129, state of cluster elepment — 116, nature of competitive
advantage — 91, value chain breadth — 96, produgiiocess sophistication — 119); and
innovation (capacity for innovation — 118, qualid§ scientific-research institutes — 124,
company spending on R&D — 128, university-industigllaboration in R&D - 132,
availability of scientists and engineers — 126).

These are critical vulnerabilities that undermineofgia’s competitiveness and innovation
potential - main pillars of knowledge-based ecopom

Figure 3. Georgia’s ranking in Global Competitivenas Index 2013-2014

e Stage of development
61 By U e e 72...42 1 Transition Transition 3
GOCL 2012-2013 fout of 144} i i T A -2 =3
GCI 2011-2012 (ot of 142)....cciiiimnannionivanesinsnie BB e 0 Factor Efficiency Innaov ation
driven driven driven
Baslc requirements (40.0%).....c.cocccmmcissnesmssisnsssinnse 97 w7
Instituticns
R e R L Rl W S .
INFrESIUCIURE ....ooocvavecsssni s ssasmsimsssessssessenis DB, 413 Innaviation B Infraseruchire
Macroeconomic emvinonmEnt ... 61.....4.9 5 .
Health and prmary e0UCRHON. ... ... T0LU 5T Business Macraeconomic
S:ﬂhli[\'.‘il.lﬂ" ervaranmen

Efficiency enhancers (50.0%)....... 3.8
Higher education and training............ 2....38 Mokt sl -'f’f:l_'r';fd
Goods market efficlency ....ciiiinmiinnimsiesin B wind3 education
Labor market eMCIEN0Y ..o sssnninee A0 26
Flnancial market development ..., 75....39 Technoiogical Higher educatian
Technological FeEiNESS. ......ooiiimitemsssiiiais e B80..3.8 readiness and trining
Mlarket glre. oo nnaiinisniiniiiaininas 1080330 Financial market Goode market

i i davedopment : efficiency
Innovation and sophistication factors (10.0%j).........122 .....3.1 Labar mearkes aficiency
Buslness sophistication . .iisiaainaannes 12000038
O N L S S s i B B —0— [aongia —O— Hiiciency-driven economies

Source: Global Competitiveness Index 2013-2014
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As we can see, knowledge economy and competitigeraee substantially linked to

innovation on both national or company levels. @e&ois in an efficiency-driven stage of
development based on six pillars — Higher Educaaiosh Training, Goods Market Efficiency,

Labour Market Efficiency, Financial Market Developnt, Technological Readiness and
Market Size. Successful transition from efficiersven to innovation driven economy
grounded on pillars such as Business Sophisticatimhlnnovation, will critically depend on

a country’s capability to attract creative taleflmtsstrengthening human capital in all fields of
activities.

According to innovation system theory, innovatiamd &knowledge creation are results of
sustainable synergistic linkages among intercomaeattors such as enterprises, universities
and scientific-research institutes. Both internald aexternal linkagesbased on strong
institutional capacity of each partner, should eginise to economic or other outcoméshe
connection between the weakness of internal linkagel brain-drain phenomenon suggested
some decades ago by J. Sabato, was later tranghtedriple Helix model of university-
industry-government relationships initiated in ##90s by Etzkowitz (1993) and Etzkowitz
and Leydesdorff (1995).

Within this system, the primary role of the uniursn relation to industry is through its
educational activities that prepare graduatesrdustrial employment. The second academic
focus of relations with industry builds upon thevelepment of scientific research
capabilities and the transfer to industry of ecormaifty relevant knowledge. Thirdly, the
production of commercially relevant knowledge, eitlas an extension of basic research or
by solving problems presented by industry, has lestitutionalized through the creation of
a series of boundary-spanning mechanisms (EtzkpWiebster, & Healy, 1997).

Government plays significant role in setting brogdlicy directions for promoting
networking among these interconnected institutexm$ enhancing the innovative capacity of
private companies to absorb technologies and createknowledgeParallel with a political
will and administrative capacity, this also regairenovation policy and action plans to increase
R&D and encourage university-industry partnerships.

The low level of university-company research cadlation and government effectiveness in
Georgia is clearly shown in botknowledge Economy Index of Knowledge Assessment
Methodology (KAM 2012) anélobal Competitiveness Index 2013-20T4is can be explained by
the absence of proactive political leadership, wpakormance of public servants and lack of
innovative potential and R&D capacity of univemsstiand private companie&part from brain
drain, another disappointing aspect of existingadion is that because of unavailability of
merit-based recruitment system, both professorspardic officials are selected based on
personal preferences and relationships rather dhagualifications and needs. Their limited
knowledge and incompetence was reflected in qtiaktinterviews, where the vast majority
of government officials and university professomild not demonstrate basic knowledge

2 Qualitative interviews were carried out by theemational Centre for Social Research and Polieglysis in
2009 within the framework of GIZ financed projecCreating National Innovation System Framework for
Georgia
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about knowledge economy, national competitiven@ssovation system, ENP priorities,
meritocracy (lvaniashvili 2010).

The differences between national innovation systeres at least partly the result of

differences between the economic and politicalurirstances and priorities of these nations
(Nelson 2000). In Georgia, brain drain and the abseof merit-based promotion have

resulted in intellectual erosion in all spheresdivities. Elites, to a greater extent influenced
by the Soviet legacies such as favoritism, cronyismpotism, clientelism, rent-seeking

behavior, are seeking personal benefits and tryangurvive instead of developing sound

policies and institutional reforms compatible wiidtional priorities.

Based on the latest knowledge, experience and [esttices from innovation driven

economies, we are convinced, that the long-term petitiveness of Georgia cannot be
achieved without proactive leadership and meritwcreapable of implementing structural
reforms creating conditions for developing innowatisystems and knowledge based
economy.

4. Georgia’s Capability to Efficiently Use Talent

Since the emigration of highly skilled professiabecame an increasingly important policy
issue for developing countries, more government& fghown concerns about the adverse
effects of brain drain on economic growth and welf®ver past two decades brain drain has
become a significant challenge for post-Soviet toes, and particularly for Georgia due to
the mass emigration of skilled people, but no pediavere formulated so far to address the
problem.

Since 1990 Georgia has experienced one of the $tightes of emigration in the world that
resulted in sharp population decline by at leas#®2@hich, following the latest data of the
most reliable sources such as United Nations, WBHdk, IOM, exceeds 1 million (The
World Bank. 2011). According to other sources, sid®90, 1.5 million Georgian nationals
have emigrated abroad (Celac, Emerson, Tocci, 200@se migration statistics significantly
contradicts with the official data provided by tN&tional Statistics office of Georgia in
2008, where the total number of Georgian emigrasmt473 508. The high volume of

migrants is worrisome by itself, but the high raie skilled migration is particularly

concerning, especially when that migration affeatsversities and industrial sectors.
Compared to economic dimensions of migration (ngnreimittances), relatively little

attention has been paid to assessing the trenasgiration of skilled people from Georgia,

% The official data provided by the National Stadistoffice of Georgia seems unreliable becaugmtifical
influence from the authorities to conceal higheéesaf emigration.
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despite this population segment's role as the mesource for economic competitiveness.
Over the past two decades, Georgia has sufferegtlgrheom the emigration of scientists,

experts, and engineers, which has devastated tbacitg of universities and industrial

sectors.

Following the collapse of the Soviet Union, Georgaa well as other post-Soviet states,
inherited a substantial number of researchers a8d Rstitutions. The Soviet school was
famous for its reliance on extensive formal edweatvith strong emphasis on Math and
Science and abstract and theoretical matters. keawveheir productivity was relatively low.
“In 1985, the Soviet Union had 35.6% of the worltésearchers, while having only 0.2% of
the world’s patents” (Egorov 2002).It is not that members of the science/research
community didn’t have sufficient knowledge to madtiscoveries. They surely had more
capacities that the 0.2% number indicates, but \depgived of opportunities to realize their
potential in command economy. After the collapsethef Soviet Union in 1990 talented
scientists began to emigrate to the western inidliged countries for self-actualization.

Since 1991 Georgian expenditures on R&D went doResearch institutions deteriorated,
industrial research institutes declined. This pssc&as a spontaneous one, not regulated by
the government. The rise of skilled migration hamiicantly increased risks in balancing
the demand-supply on labor markets, and high @tasemployment, as well as favouritism,
cronyism, nepotism, clientelism, rent-seeking béraare strong push factors behind brain
drain. According to the IOM, most labor migrantg drighly educated: 44% of migrants
possess university-level education and 15% are lyagjtilled professionals, who find
Georgia as less attractive place for self-realma(CRRC 2007).

The migration of skilled people enables developmahtries to hire highly-skilled specialists,
saving money and maintaining a comparative advaniagthe progress of science and
technology (Straubhaar and Wolburg, 1999), whetkasoutflow of professionals creates
uncertainties for developing countries to increasenpetitiveness and be attractive for
investments. In addition, if highly educated waskecontinue to immigrate to richer
countries, public funds spent on higher educatiomrder to promote growth may be to a
large extent inefficiently applied (Global Statrsti2005).

Based on empirical data there is clear evidencedhalutionary transition is significantly

resisted by brain drain and lack of meritocracy,icivhnegatively affects economic

competitiveness and undermines positive outcomles.cbrrelation between brain drain and
economic competitiveness is reflected on scattargfl Global Competitiveness Index 2013-
2014. Figures 4, 5 and 6 represent the ratio abmait competitiveness to the country’s
capacity to efficiently use talent, retain talentlattract talent.
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Figure 4. Scatter Plot of the ratio of national cometitiveness to the country’s capacity
to efficiently use talent
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Figure 5. Scatter Plot of the ratio of national corpetitiveness to the country’s capacity
to retain talent
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Figure 6. Scatter Plot of the ratio of national corpetitiveness to the country’s capacity
to attract talent

£.8D i3
< . @ / [ Advanced economies
540 : - § [ Central and Eastem Euro
I Commonweatth of Indepe
570 B Developing Asia
’ [ Latin America andthe Ca
= Middle East, Morth Africa,
5.00 Sub-Saharan Africa
e 4.30
o
0 e i 5
i 480 Entity: Georgia
l Edition: 2013-2014
Eg 4.40 Region {(IMF, April 2013). Commonwealth of independent States
E 5 7.09 Country capacity to attract talent, 1-T (best). 2.76
@ Global Competitiveness Index, 1-7 (best). 4.15
o 420 .
o E
E
= 4.00
o
S 380
™
©
& 3.60
340
@
3.20 @ *
L ]
3.00
2.80
150 200 2.50 300 350 400 4 5D 5.00 550, 600
3 [

7.08 Country capacity to attract talent, ...

Source: Global Competitiveness Index 2013-2014

Georgia’s weak capacity to efficiently use (bottane and attract) talent is motivated by the
pull and push factors. Among the pull factors atteaetive career opportunities for self-

realization, higher salary scales, living condiipaducational opportunities, security, etc., in
destination countries. Push factors include lackpgortunities for intellectual advancement
and self-actualization, unstable employment, lovaryascales, adverse political situation,
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discrimination, and deeply rooted vicious practiceglite and society such as favouritism,
nepotism, cronyism, clientelism, rent-seeking b&hav

Some scholars (Mahroum, Eldridge and Daar, 20afi)eathat politically, it is perhaps safer
for governments to pursue policies that encouragmatriation rather than discouraging
emigration. The country’s capacity for both retagiand attracting talent plays key role in
developing national competitiveness, innovationteays and knowledge based economy.
Since a big portion of the intellectual elite haét IGeorgia, there is an urgent need of
elaborating two long term strategies: 1) to revensellectual capital in the country through
creating attractive incentive opportunities; 2) toring up a new generation of scholars,
managers and policymakers in all spheres of ae$/itAs the country faces serious
intellectual impoverishment, both attracting anthireng talent should become top national
priorities.

For the future prospects, it is important to fitlile answers of the following questions: what
conditions are needed to be created to encouraliedsgeople to remain in Georgia? and
what forms of partnership might be established V@#orgian skilled expatriates to reverse
brain drain?

4.1 Prospects for Reversing Brain Drain through Traisnational Knowledge Networks

The reverse of brain drain is the phenomenon termasetthe brain gain, where human capital
moves in reverse from a more developed countryléssadeveloped country. These migrants
may accumulate savings, also known as remittaracesdevelop skills overseas that can be
used in their home country (Stark & Bloom, 1985)pé&triates emigrated to industrialized
high income countries can play an important rol¢him development process of their home
countries through return migration and/or transmeti networks. As the Global Commission
on International Migration underlined, “Countriearigin can gain considerable advantage
by harnessing the talents and resources of diaspoplations, which have grown
significantly in size and scope as a result ofrdeent expansion of international migration”
(GCIM 2005). However, the return of long-term eraiggs back home is often not without its
challenges (Faini 2003).

The modern approach is concentrated on the ideaeating transnational partnerships with
highly skilled emigrants through building transoail knowledge networks and promoting
collaborative research projects. The primary maiiwvaof such networks is to create and
advance knowledge as well as to share, spreadimrsthme cases, use that knowledge to
inform policy and apply to practice (Stone 2003Wic&ssful transnational partnership is
based on mutually beneficial common strategic e@dts; incentives and opportunities, which
in Georgian case are negatively influenced by tiseows practices of the Soviet legacies,
state of economic development of the country ardtilicies of the government.

The resistance of practitioners to adopt new kndgde(Kirst 2000) and their often limited
competencies and skills (Hemsley-Brown and Opl&R@85), as well the lack of human
capital in all spheres of activities are some & thain handicaps foefficient creation,
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acquisition, dissemination and utilization of redat knowledge. In terms of transnational
scientific cooperation, the quality of Georgian warsities is far from international standards.
They lack of innovative potential and scientifisearch capacity is also reflected in the poor
guantity and quality of the publications in thesimtational journals.

Reverse brain drain has vital importance for thenemic growth of Georgia, as intellectual
expatriates may disseminate competitive knowledgeovative potential, foreign work
experience, networks of partnership and new idBasthe question is whether Georgia can
reach out to its widely spread diaspora aroundjtblee in ways other than simply promoting
remittances, as there is no relevant databasenamattention has been paid to the importance
of diaspora’s role in country’s evolutionary traimsi. Unfortunately, the government of
Georgia is not paying serious attention to itsliettual expatriates who can be mobilized
and organized to the benefit of their home country.

The Office of State Minister of Georgia on Diasp&ssues, created in 2008 with the object
of deepening relations with compatriots residingoald, is responsible body to initiate

strategy for developing sustainable networks witofgian diaspora. However, neither the
ministry itself nor a few projects supported by thmgernational organizations could

contribute to the creation of database of skiked qualified Georgians expatriates. Much
attention has been paid only to cultural entert@nihactivities which does not contribute to
the economic competitiveness and to the developmkntnovation and knowledge based
economy. In addition, remittances sent by Georgiammigrants (who are mostly illegal

emmigrants) are mistakenly regarded as the sodro@estments from Georgian Diaspora.

Apart from a political will and capability to dele@ sound policies for promoting
transnational knowledge networks, it is also im@otrtto carry out structural reforms in
Georgian higher education and science system,dardp create a more efficient academic
and scientific community capable of implementinghjaransnational projects or research
exchanges. Particular attention should be condextran developing innovation policy and
action plans to increase R&D and encourage uniyeirsilustry partnerships.

Georgian government, universities, business seatat think tanks are facing many
challenges ahead in the domain of brain drain. Ba¢hcountry and diaspora should make an
effort to upgrade their information capabilitiesaddress the information gap in the diaspora
with respect to Georgia’s actual development chghis. Promoting a sustainable partnership
with Georgians abroad will require a long-term mditnensional strategy of social,
economic and political inclusion.
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5. Meritocracy
5.1 Democratic Inefficiency in Post-Soviet Transibn of Georgia

Throughout the history of existence, mankind igjuest for an ideal model of governance
capable of functioning reliably, efficiently andsjly. Despite the representative democracy
is widely considered as the most preferable aneémed form of government in western
societies, this conviction becomes contested fat-foviet transition in terms of political
stability, economic competitiveness, good govereaartd public policy-making.

Studies of post-communist transition in central aabtern Europe focused on ‘triple
transition’ — democratization, marketization andtetness, has not reached a shared
interpretation about the distinctive charactersstaf Soviet legacies reflected in national
psychology, political culture and elite formatiagroduction in the former Soviet Union
countries. The question is whether the model aéribdemocracy successfully realized in
western industrialized societies can be applicablthe post-Soviet periphery countries, as
concepts such as the ‘clash of civilizations’ sijgbat Russian/post-Soviet societies are
unlikely to adopt viable democracy for a prioriseas, due to the legacy of the past (Gelman
et al. 2003).

Since the independence of Georgia, each newlyeslegtvernment has been expected by the
population to bring political stability and econ@mevival, but they are always disappointing
society as being incapable of securing a bettarrdufor the country. Recently, in social
sciences literature, more attention has been paié fperformance-based legitimacy of
governments with an emphasis on changing the imaditrole of legitimacy from democratic
representation towards policy delivery and outpiidday we observe that the model of
representative democracy is challenged by changeshé organizational structure,
management models anmdodus operandof the public sector and all the Scandinavian
governments (Denmark, Sweden and Norway) initistech studies in the late 1990s, and
they all raised concerns about the present staderabcracy (Pierre et al. 2011).

The contradictions of representation mechanismb dé@mocracy have driven criticism in
wider social sciences literature (Kochler 1987)niEkel Pitkin, H. (2004); Urbinati, N.
(2008). Among the critics of democracy’s ineffiocignthe most notable arguments have been
expressed by Nobel Prize winner Milton Friedmanpvwamphasized the irrationality and
incompetence of voters about political and econassaes which prevent population making
correct decisions. Friedman argues that not adelyueducated masses, unable to foresee
the future of the community they belong to, wouddtainly vote on the basis of rent-seeking
reasons or some other petty promises (Friedman)1962

In underdeveloped countries, where brain drain amcious practices (corruption,
favouritism, cronyism, nepotism, clientelism, reeeking behaviour) have resulted in serious
intellectual impoverishment, population often makiesational decisions in favour of
deadbeat politicians, as it happened in GeorgDit? parliamentary and 2013 presidential
elections. Furthermore, because of the absence esitatracy in Georgia, government
policies and decision-making are strongly influehdey incompetent members of neo-
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nomenklaturelite - public officials, oligarchs, “pocket” NGéxperts, university professors,
which compromises national interests and oftenltegupolitical and socio-economic crises.

Before the 2012 Parliamentary Elections the pictfr&eorgia’s development indicated an
alarming inefficiency of political instituteand civil society organizations to productively
participate in democratic governance. The lackrafigparency in the government’s policy-
making process was also a significant problem. Heyel governmental posts were under
strict control of autocracy as in the Soviet peraad even western aid and diplomatic
policies failed to recognize that emerging youraglkss of United National Movement would
become major impediments to the democratizationge® in Georgia.

According to Democracy Index 2012 published by Heenomist Intelligence Unit, Georgia

placed 93 out of 167 countries, in “hybrid regime”, incapalif consolidating democracy.

Serious weaknesses were more prevalent in politadilre, functioning of government,

judicial independence, free media and politicakipgration. The situation worsened further
after October 2012, when political coalition led fiyp-Russian oligarch B. Ivanishvili came
to the power. Political clientelism, corruptionnteseeking behavior, favouritism, cronyism,
nepotism became more deeply rooted in all segnantise political landscape, media and
civil society institutes. This political change hegntributed to the restoration of Russian
influence in Georgia, which comes in conflict withestern values and its geostrategic
interests in Eurasian region.

Figure 7. Georgia in Transit Ratings and Averaged &res
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* The nomenklatura were a category of people withén Soviet Union and other Eastern Bloc countries w
held various key administrative positions in alhspes of activity: government, industry, agricudtueducation,
media etc., whose positions were granted only atbroval by the communist party of each countrgegion.
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Similar results are in the Freedom of the Press34Adex published by Freedom House,
where Georgia ranks 99 of 196 countries in termslegfal, political, and economic

environments (Figure 7). The weak democracy scbfgeorgia is caused by low raitings on
electoral process, civil society, independent medaional and local governance, judicial
framework and independence, and corruption.

The quality of policy formulation and implementatjo and the credibility of the
government’'s commitment to such policies criticatlgpends on knowledge, skills and
competences of all actors of public policy incluglielected or appointed public officials,
university professors and researchers, NGO expécts Post-independentite in Georgia,
like an elaborate system of executive appointment esieglol by communists, tends to recruit
and place reliable and easily controlled individual decision-making positions in all sectors
including government authorities, political parties/il society organizations, private sector,
media and even universities. The method of perdaetection and work with the personnel
is founded on personal preferences and relatioagfijmer than on qualifications and needs.
As a result, many skilled and qualified intelled¢suavho do not belong to the neo-
nomenklaturasystem, become marginalized, whistgnificantly undermines government
performance and results in brain drain as welldlitipal and socio-economic crises.

As it is described abovepmenklaturasystem locks up not only all the State apparatusés,
it also directly influences all political and civglociety institutions which only at the first
glance are independent. Hence, neoenklaturgorinciple completely shapes the profile of
elite under communism and expresses tendency emdeheir privileged social position and
to assure privileged positions for their protégésose political upbringing occurred in
Soviet and/or post-Soviet security organs.

The Georgian experience shows that Soviet legdwe® strongly influenced the moral
understanding of political elite and civil societystitutes which results in apathy and
nihilism among intellectuals. We find ourselves hbieato accept the contention of replacing
democracy by any other form of governance, insteacheed to rethink current paradigms
and find effective solutions to make democracy mbbeaeficial for bringing sustainable
positive outcomes.

5.2 Theoretical Discourse

The question, who should govern? has a crucial fari@nalyzing the mission of political

leadership and decision-making in country’s demtixraansition and modernization. The
right of all people to vote in elections withoutyagiscrimination, is not enough for efficient
democracy. In democratic systems, where appoingnantl recruitments are made and
responsibilities are given based on demonstratatityabskills and competences, are
classified as innovation driven economies and ataraed by higher economic growth.

With the advent of global governance and knowleolgeed economic development, where
the search for highly skilled professionals is ingpe@e and merit-based leadership plays vital
role in solving global problems, meritocracy is ay gaining popular and intellectual
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support. The advantage of meritocracy over otham$oof governance is that it does not
contradict to democracy. Moreover, meritocracyngewerment mechanism for sustaining
democracy. It is open and constantly renewableesydtased on fair competition and social
justice excluding discrimination. Modern culturevadces an idea of meritocracy which
celebrates potential ability rather than past aahieent. In its origin, meritocracy sought to
offer equal opportunity to individuals with exceptal ability—Jefferson’s “natural
aristocracy” (Sennett, R. (2006).

Meritocracy is a form of governance system in whietvantage is given to those with
superior talent and abilities. Proponents of tlysteam argue that a meritocratic society is a
more just and productive society, where distintibased on criteria such as class, race and
gender will diminish in time (McNamee & Miller, 280 National elites in countries that
have maintained meritocratic rules in an attempédaalise educational opportunities will
increasingly be viewed as holding back their cleitdin the global competition (Brown &
Lauder, 2003).

The concept of meritocracy refers to a social syste a large scale, presenting a positive
relationship between “merit” and certain desiredugsa, such as: income, power, prestige
(Krauze, Slomczynski, 1985: 623). Meritocracy i@ play game based on justice and the
rule of law, where abilities and talent determitie success of individuals and where highly
skilled persons who have invested in their eduoatice given the opportunities for self-
actualization. Meritocracy sets principles, normeguirements, merit-based selection,
recruitment and evaluation criteria, and culturefaif competition for everybody, which
leads to increased productivity and plays vitat riol knowledge economy.

The productivity of the human resources in an ogion is affected significantly by merit-
based selection and recruitment and performanckiai@. The “Weberian bureaucracy”
with its institutional characteristics, includestib meritocratic selection and performance
evaluation. Among the principles of the classic aaption of bureaucracy given by Max
Weber (1947), the merit principle (merit-basedrigrand promotion) and impersonality (job
performance that is judged by productivity) as gqugdpriorities for public administration
system, have gained more importance with the emeegeof knowledge economy.
Performance measurement in the public sector, apdcelly in the public administration,
represents an important dimension of reform strase@gViatei 2007). Pollit and Bouckaert
(2000) underline the fact that this issue is insng within the trajectories for modernisation
and public management reform.

The strategies of public management reform bothEld Member States and other
organizations, such as OECD reveal as basic obgscthe following: professionalisation of
civil service, and consequently recruitment andnption of civil servants exclusively on
criteria of merits (Matei 2007). The meritocraticerids are inherent in the powerful
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industrialized societies” (Krauze, T., Slomczynd¥iK., 1985: 625) or Bell (1972), who is
asserting: “the post industrial society represantgeritocracy in its logic”.

In spite of its powerful influence there has beetiotsm of meritocracy as well. The critique

stretches as far back as John Rawls Theory ofc@ugtd71), whose criticism may best be
captured from Amartya Sen's Merit and Justice. [Berself argues about elementary tension
between the inclination to see merit in fixed abddute terms, the ultimately instrumental
character of merit -- its dependence on the conoépthe good" in the relevant society,

unclear definition of the practice of rewarding meand claims regarding its justice, until

some further specifications are made (Arrow at2000). As the concept of "the good" is

concerned, each society can have its own undeistanéithe notion of good, which depends
on variety of factors related to historical devetgmt, national culture, psychology, mentality
and priorities, which can be either converging imerhing with universally accepted moral,

ethics, values, norms, principles, rules of contjpeti Therefore nations and societies are
characterized by different levels of economic ancie-cultural development

Criticism of meritocracy also comes from the reprcitbn of traditional hierarchies and
inequality, when merit is not awarded in a meriaédcr manner but instead on the basis of
opportunity (Kidder 2000). This framework is thoagii as a map in two dimensions. The
first is the horizontal relationship the meritogrgwoduces among the elite, and the second is
the vertical distance the meritocracy puts betwtbem and the rest of the population (Hayes
2012).

The issue is not how many criticism have been mhadewhether they are scholarly and
scientifically grounded. Meritocratic system basedfair competition, social justice, rule of
law, performance evaluation, transparency and amabuity is less likely to produce
favouristic-cronyistic influence in decision-maginV. Pareto in his Circulation of Elites
admitted the likelihood of divergences between iaedr elite position and actual
achievement and capacity, therefore he emphasiz@&dmum social mobility and open
career opportunities to all society members withstrimination (Pareto 1935).

Many scholars argue that meritocratic values basedair competition and social justice are
exposed to serious discrimination caused by aftirraaaction policy. Affirmative action or
reverse discrimination, based on arbitrary critetiah as race, color, religion, sex, or national
origin, supports preferential selection proceduhes frequently favor unqualified candidates
over qualified candidates. Opponents of affirmatetion such as George Sher believe that
affirmative action devalues the accomplishmentp@bple who are chosen based on the
social group to which they belong rather than tlgeialifications, thus rendering affirmative
action counterproductive (Sher 1983). American eaoust, Dr. Thomas Sowell (2005)
identified some negative results of race-basednadfiive action. He argues that affirmative
action policies lowers the incentives of indivitkuto perform at their best, which results in
net losses for society. Peter H. Schuck, a profesisdale Law School and a prominent critic
of affirmative action, says that the stigma asdediawith preferences has long been an
argument of those opposed to the programs. (De &@007.
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Democracy based on justice, rule of law, fair cofitipg and equal opportunities for
everybody, should exclude discrimination and disenhamong population. Appointment
and recruitment policies, which ignore the merisdxhselection principles, to a greater extent
encourage discrimination, violation of human rigtitastration among highly skilled people,
intellectual impoverishment resulting in brain draand undermining national innovative
potential.

5.3 Historical Context

The origin of meritocracy dates back to a much &ngme ago before Michael Young
(1956) intended this word to have satirical contiota Confucius was one of the first among
the ancient philosophers, whose complex system alueg deeply influenced the
development of East and Southeast Asian nations.pHnciple that "those who excel in
office should learn; those who excel in learningdt take office” has guided Chinese
education and provided justifications for the imaleexaminations, which selected officials
according to their merits (Shen 2001). Meritocratatues are also rooted deeply in ancient
Greak philosophical thoughts. In quest of the dest of political regime, great Greak
philosopher Aristotle favoured a form of governmehiconstitutional democracy he called
polity where the state is ruled by the best and wisestavl in a sense representative of all
the people.

Meritocracy as a concept spread from China to &ritndia during the 17th century, and then
into continental Europe and the United States (KaEdwards, and Rothman, 2010). In the
era of Enlightenment, ancient meritocratic valuesaty inspired Western philosophers,
who saw meritocracy as an alternative to the ti@uid ancient regime of Europe (Schwarz
(1996). In practical context, the British Empiresatae first European power to successfully
implement a meritocratic civil service, in its adhistration of India: "company managers
hired and promoted employees based on competitheeni@ations in order to prevent

corruption and favoritism.” (Kazin, Edwards, andtiRoan, 2010).

In Great Britain, during her tenure as Prime MimistMargaret Thatcher established a new
style of politics based on meritocracy, free-mag@inomy, high-technology, education, and
democratic cultureln domestic politics, she put meritocracy on thaifical agenda, which
had made Great Britain into one of the world's masiverful economies, along with Japan,
West Germany and the United States. From the bemgnshe used her power to create a
strong meritocracy in the UK, recruiting expertsdagiving opportunities for Britain's
talented people to move out of poverfRetrieved from:http://voices.yahoo.com/tribute-
margaret-thatcher-uks-former-premier-12089025. htati?37
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Two hundred years ago, Thomas Jefferson, the fafrmerican democracy, in his letter to
John Adams (1813) called for the replacement of‘dnficial aristocracy’ of birth and
wealth with a'natural aristocracy’ grounded on virtue and talents, who would be giten
responsibility of governing and making America arendemocratic country..’. Education
would have raised the mass of the people to thé kgiggund of moral respectability
necessary to their own safety, and to orderly goremt; and would have completed the
great object of qualifying them to select the \adii¢ aristoi, for the trusts of government, to
the exclusion of the Pseudalist¢Retrieved fromhttp://www.bigeye.com/aristocracy.hfm

John Adams himself was also strong supporter oftooeacy. His arguments for political
titles and for the executive dispensation of officgere aimed at recruiting meritorious
individuals and distributing fame to them in acarde with their "talents, virtues, services.
(Miroff 1986).

In 1978 Civil Service Reform Act abolished Unit8thtes Civil Service Commission and
created the U.S. Office of Personnel ManagementMQRhe Federal Labor Relations
Authority (FLRA) and the U.S. Merit Systems ProiectBoard (MSPB), which was one
more step forward toward strengthening meritocr&yM based on its primary mission -
“recruiting, retaining and honoring a world-claserée to serve the American people”
provides management guidance to the various agefi¢he executive branch and issues
regulations that control federal human resourcé® No.1l priority among the nine Merit
System Principles of MSPB is thatetruitment should be from qualified individual®rr
appropriate sources in an endeavor to achieve aworce from all segments of society, and
selection and advancement should be determinedysote the basis of relative ability,
knowledge and skills, after fair and open compatitivhich assures that all receive equal
opportunity” (Retrieved fromhttp://www.mspb.gov/meritsystemsprinciples.htm

Among the countries with strong meritocratic ora&imn is Australia, which began
establishing public universities in the 1850s wilie goal of promoting meritocracy by
providing advanced training and credentials. SingapFinland, Japan, Canada, Germany
and other high income countriesith higher level of human capital and lower ravé$rain
drain are also following the meritocratic policies.

5. Conclusion and Recommendations

The study has provided clear evidence that thenalesef meritocracy, to a considerable
extent, results in deterioration of governanceatifeness, which undermines the country’s
potential to efficiently use talent and promotesition to knowledge based economy. Due to
intellectual crisis in Georgia, the importance oéritocracy and knowledge economy is not
properly and comprehensively understood by politidide and society, which is one of the
main constraints to promote sustainable chang@obt-Soviet transition, characterized by

® A high-income economy is defined by the World Baska country with a gross national income pertaapi
above US$12,615 in 2012, calculated using the Atlathod (method used by the World Bank to estirtfete
size of economies in terms of gross national inc¢@Mél) in U.S. dollars)
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intellectual impoverishment, democratic inefficign@and vicious practices such as
favouritism, cronyism, nepotism, elite corruptioelientelism, rent-seeking behavior,
meritocracy, based on strong legal and regulatoméwork, will be effective and
sustainable solution to attract talent, retain nialedevelop innovations and increase
competitiveness. This is directly dependent ononali modernization, proactive political
leadership and sound policies dedicated to progidirastic reforms, as well as on educated,
skilled and competent human resources capable emfgreahange. Therefore, key to socio-
economic development of Georgia lies on creativeabdities, potential of highly skilled
human resources and their progressive utilization.

Current picture of Georgia’s development not onlpmpromises the process of
modernization, but it also threatens the idea ofoEAtlantic integration, which critically
depends on the degree of the country’s commitneeabtnmon values as well as its capacity
to implement jointly agreed priorities, in complenwith international and European norms
and principles. The European Union’s aspiration becomethe most competitivend
dynamicknowledgebased economin the world also needs to be reflected in exerting
pressure toward Eastern partner countries inclu@egrgia to develop sound education,
research and innovation policies and restructureectgathways that reward on the basis of
merit. Particular attention should be paid to dqremance-based legitimacy and productivity
of government with an emphasis on increasing theaaty of merit-based democratic
representation.

Since knowledge economy and competitiveness argamniially linked to innovation on both
national or company levels, successful transitremfefficiency driven to innovation driven
economy grounded on the pillars of Global Compadiiess Index, such as business
sophistication and innovation, will critically depk on a country’s capability to attract
creative talents for strengthening human capitalimlomains of activities. As a big portion
of the intellectual elite has left Georgia, whichshincreased the scarcity of highly needed
skilled labour in the country, there is an urgeeed of elaborating long term strategies
focused on reversing intellectual capital in theirdoy through creating attractive incentive
opportunities and on bringing up a new generatioscholars, managers and policymakers.
Both attracting and retaining talent, closely lidke the pillars of knowledge economy and
global competitiveness index, should become topomnal priorities, which require radical
reform of higher education and science in compkawih the requirements of the Bologna
Process, sufficient investment in research andldpreent, research collaboration between
universities and industry, protection of intelledtproperty and innovation stimulation.

Georgian government, universities and busines®isace facing many challenges ahead in
the domain of brain drain. Therefore they needearcktrategy to strengthen their capacity,
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vitalize performance and create incentive oppotiesifor Georgian intellectual expatriates
who can disseminate competitive knowledge, inneeatiotential, foreign work experience,
networks of partnership and new ideas. Since tisen® organized source of information on
Georgian expatriates living abroad, it is very impot to implement projects for creating
relevant database. Apart from a political will acepability to develop sound policies for
promoting diaspora knowledge networks, it is atapartant to carry out structural reforms to
create a more efficient academic and scientific momity capable of implementing joint
transnational projects or research exchanges. tetlcountry and diaspora should make an
effort to increase their capabilities with respicGeorgia’s actual development challenges.
Promoting a sustainable partnership with Georgam®ad will require a long-term multi-
dimensional strategy of social, economic and malitinclusion.

Based on diagnostics and benchmarking analysifisfstudy, we are convinced, that the
transition to knowledge-based economy and long-tmpetitiveness of Georgia cannot be
achieved without merit based selection, recruitnaet evaluation in all spheres of activities.
Since skilled and qualified intellectuals are maaljzed and government policies are
strongly influenced by incompetent members of nemenklaturaelite - public officials,
oligarchs, “pocket” NGOs experts, university pre@s, which often results in political and
socio-economic crises, merit-based rewards shoelditected to improving the quality of
public policy analysis and decision-making, compeée of all actors of public policy
making, degree of independence of the civil serfriam political pressures, credibility of the
government’'s commitment to policies, professionalanagement and government
effectiveness.

There is no reason to expect strengthening of gewvere effectiveness to efficiently use
talent and develop knowledge-based economy in Georgless meritocracy becomes
governance reform priority.
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