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The modern stage of the country's economic development is
characterized by a growing interest in the wider complex of local
economic problems. Today, the system of state regulation of territorial
economic development needs to be perfected. It is necessary to define the
goals, objectives and methods of economic policy of regional and self-
governing units, to increase the role of self-governments in solving
existing social and economic problems. Unfortunately, the unsystematic
style of work of local government bodies causes many problems, strategic
issues of socio-economic development are also pushed to the background.
In current practice, local government perceives the formation of an
annual budget as a key political issue. The shortcomings of this approach
are already evident, firstly, due to the complexity and acceleration of
development processes, and secondly, due to the increasing prevalence of
public-private partnerships, which require the coordination of efforts of
many institutions and the provision of appropriate direction. The subject
of the presented research is the Strategy of Territorial Social and
Economic Development, which is considered as a system of measures
aimed at achieving the long-term goals of socio-economic development
of the country, taking into account the rational contribution of local
authorities in solving these tasks. The object of research is the Strategic
Plan for Territorial Economic Development, its structure, construction
principles and logic, methods of forecasting indicators and mathematical
modeling, strategic plans for territorial (regional) economic development
developed at different levels of government, including regional
development strategies, municipalities priority documents, etc.

In modern conditions, when the country's economy is
increasingly reflected in development trends (globalization, rapid
development of the service sector, the formation of a post-industrial
society, increasing the role of the intellectual in production, total
computerization of modern society, development of network forms,
traditional sources of socio-economic growth) , It is becoming more and
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more important to find new ways of local self-development and decisive
factors, which makes the present study relevant.

Georgian scientific sources share the opinion on the need for a
scientifically substantiated, unified document of calculations and
intentions for territorial units in Georgia, which will ensure the
sustainable development of the region's economy based on the efficient
use of resource potential.

Thus, the need to improve the system of state regulation of
territorial economic development, to define the goals, objectives and
methods of implementation of regional economic policy, the introduction
of new management tools and the improvement of its methods. To this
end, it is necessary to develop and implement common standards,
methodology, analytical tools, calculation and forecasting of integrated
strategic planning system as unified methods. As a result, uniformity of
strategies at different levels, ie vertical as well as horizontal, their
agreement, harmonization and improvement of synchronization
mechanisms will be achieved.

The dissertacion examines the strategic planning of territorial
economic development, the structure of the strategic plan, the procedure
of the planning process, methodological approaches, existing gaps or
shortcomings, ways to solve them. The paper presents some innovations
that can be used in the process of planning territorial economic
development in the study of inequality and analysis of economic
sustainability. It also discusses the current state of artificial intelligence,
artificial neural networks and deep learning, machine learning science
research based on data-driven approach to planning and decision-making
issues, possible development directions and perspectives. All this
contributes to the scientific and practical value of the thesis.
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The objectives of the research are based on the analysis of structural and
current problems in the strategic planning of territorial socio-economic
development:

- Establishment of common principles and visions in the process
of developing strategies and programs for territorial social and
economic development;

- Development of a unified methodological basis for strategic
planning of territorial social and economic development,
unification of its elements;

- Further refine the overall framework and structures of the
strategic planning process for territorial social and economic
development through practice and sharing of best practices,
which in the future, in terms of practical implementation, will
help increase purposefulness and coordination in the decision-
making process.

Achieving the set goals means solving the following tasks:

- Elaboration of the existing literature around the topic and the
current regulatory legal framework, discussion of the main
theoretical aspects;

- Research of existing plans / programs for territorial socio-
economic development in Georgia, identification of problems,
analysis;

- Study of the peculiarities of the issue in foreign countries,
generalization of current approaches, practices;

- Development of specific conclusions and recommendations on
the methodology and content of strategic socio-economic
development strategic plans.
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Informal (logical) research methods such as scientific abstraction and
monographic methods are mainly used in the research process. Within
them, the research was based on the methods of induction and deduction,
analysis and synthesis, analogy, comparison, complex-functional analysis,
correlation with the help of analytical indicators and systemic-structural
formalization. In addition to informal methods, economic-mathematical
methods are used to develop modeling, programming and forecasting
methodologies.

The dissertacion consists of two chapters. The first chapter
discusses the conceptual aspects of strategic planning for territorial
economic development. Among them: theoretical foundations of
forecasting and planning, stages of strategic planning development,
foreign experience. Strategic economic development planning in the
context of economic development regulation is analyzed here.

When discussing methodological and substantive aspects, the first
task is to determine the apparatus of concepts of science or its field, to
establish the toolkit through which the set goals of the research can be
achieved. The initial chapters of the dissertation discuss the existing
definitions of key terms and concepts, as a result of which combined
definitions of forecast, hypothesis, scenario, strategic planning are
proposed. The concepts of territory, region and district are defined here.
The paper discusses the experience of foreign countries (Germany,
France, Norway, Sweden, Japan, China, India, Russia, United States) in
the field of territorial strategic development planning, their path in this
direction and analyzes the results achieved. It also reviews some areas of
strategic thinking that have been grouped into ten core schools: design,
planning, positioning, entrepreneurship, cognitive, teaching,
government, culture, environment, and configuration. The existing
theoretical material is analyzed in terms of the application of strategic
planning in the context of economic development regulation and regional
policy implementation: Friedman's "Development Corridors", Haier's
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"Development Axes", "Transport Corridor" concepts, "Growth Pole
Theory", Weber's "Model of Cost Minimization", Friedman's "Theory of
Regional Economic Development". In the context of strategic planning of
territorial economic development in the general context of economic
development, it is very important to focus on aspects such as sustainable
development. An overview of the theoretical beginnings of procedural
realization, which, according to modern approaches, is implemented
through the social partnership mechanism.

The second chapter is devoted to issues of strategic planning
methodology. The principles of building a strategic plan, its structure and
planning procedures are discussed. Much attention is paid to the system
of strategic planning indicators and the issues of economic-mathematical
modeling of forecasting parameters. Modern and promising approaches to
planning issues, including the use of information-computer computing
systems, are reviewed. The last part discusses the current state of strategic
planning of territorial economic development in Georgia, analyzes the
existing shortcomings, suggests ways to solve them, which is reflected in
the final part of the paper.

Strategic planning procedures do not allow the use of absolutely
uniform approaches, as territorial units differ from each other in many
different parameters. Based on the theoretical analysis of the
requirements for the content of the strategy and the generalization of the
accepted practice, we have developed the model structure of the
territorial economic development strategy.

In the process of evaluating competitive positions and strategic
challenges, the following methods are considered for the analysis of
research results: SWOT-analysis, PEST-analysis (PESTLE), Porter's five
competitive force model, Boston Consulting Group Matrix (BCG Matrix),
General Electric or McKinsey ( GE / Mckinsey) matrix, Arthur Little
(ADL) matrix, Ishikawa diagram, Delphi method. Examining the
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existence of predetermined elements and key uncertainties in the subject
environment and combining them to formulate alternative scenarios for
the future allows them to be considered as equally possible potential
realizations in the future. Which is the essence of scenario planning.

The most important element of the methodology is the principles
of strategic planning of territorial economic development, which should
be taken into account in the process of forming an economic development
strategy. Based on the results of our generalization and classification, the
following principles have been identified: complexity, systematicity,
adaptability, variability, heredity, balance of interests, legitimacy,
publicity, governance and professionalism. One of the key components of
the methodology is the logic of the strategic planning process of territorial
economic development and it includes six main stages: analysis of
situation and development factors, formation of goals and justification of
strategic choice, elaboration of main policy directions, formation of
implementation mechanism, implementation of strategic choice,
evaluation of results and feedback.

A necessary condition for the successful strategic management of
the territorial economic system is the existence of a standardized set of
quantitative and qualitative indicators characteristic of the management
facility and its environment. Indicator — a value that determines the
qualitative and quantitative characteristics of economic events and
processes and is important in terms of achieving the goals of territorial
development and solving them. The dissertation discusses the issues of
their classification: general (comparable) and specific (variation) groups
are separated, - target and management indicators. Including: Target
indicators as key indicators of strategic goals; As key indicators for specific
tasks; And as auxiliary indicators for monitoring the implementation of
future targeted programs and activities; Management Indicators -
Strategic document quality assessment indicators and plan
implementation management indicators. According to the depth of

30



processing - primary indicators, specific and structural indicators, index
indicators. The thesis provides an recommended list of indicators at the
regional level.

A key element in monitoring the implementation of a strategic
plan is the performance indicator (efficiency indicator) - a variable that
allows us to check for changes in development or show results in relation
to the plan. Performance indicators must meet the following
requirements established in international practice: 4C principle, SMART
principle, CREAM principle. The dissertation focuses on the concept of
economic forecasting, the study of regularities and methods of economic
forecasting. The economic-mathematical model is a means of studying
economic development and regularities of processes. The thesis details the
classifications of economic-mathematical models, the principles of
developing a system of forecasting models, the requirements for
individual forecasting models and their systems.

In addition to analyzing and forecasting indicators of economic
development and strategy implementation effectiveness, the study of the
level of economic development inequality between territories is essential
in the strategic planning process. We proposed a new method algorithm
for calculating aggregate rate for the study of territorial economic
development inequality. The approach was developed in the framework
of Kutaisi University's internal scientific grant project “Economic
Development of Georgia under COVID-19 Macroeconomic and Regional
Aspects”, and were approbated publishing in internationally reviewed
journal “Economic Alternatives”. The practical importance of the study is
due to the fact that the classification of regions according to the stages of
inequality identified in the research process will allow us to:

- Reasonably select and implement targeted development
programs;

- Optimal regulation of regional development;
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- Identify growth poles;

- Identify depressive regions and accordingly plan governance
measures to overcome disproportions and ensure solid, stable,
equitable growth.

In the process of strategic planning, when making decisions in
unstructured situations, the subject develops a model of the problem area,
based on which he tries to explain the ongoing processes in reality. The
cognitive approach to decision support discussed in the paper focuses on
activating the subject's intellectual processes and helps him to fix the
vision as a formal model of the problem situation. For the study of the
sustainability of the economic system, we propose the Markov Models.
Sustainability analysis is based on a discussion of the expected trajectories
of deviation due to the impact of external influences on the economic
system. If the system can not approach the initial trajectory on its own -
it is unstable. Based on such an analysis, management measures will be
planned and implemented to increase the sustainability of the system.
This methodology was described and tested by us in the framework of the
study "Economic Development of Georgia under COVID-19", which
analyzes the strategies for the functioning of the Georgian economic
system in a pandemic and its sustainability indicators. The study found
that the use of the mathematical apparatus of Markov Chains gives good
results for the analysis of its expected trajectories in case of deviations due
to external influences on the economic system.

The growing role of stochasticism has introduced new problems
in the modeling of economic processes. The paper discusses the analysis
of probabilistic processes in dynamics, ergodicity in economics, a new
conceptualization of randomness: the central role of time in random
processes.

In the wake of the development of computing technology, the
exponential growth of big data creation and accumulation, the "data-

32



driven" approach is becoming more and more widely used in parallel with
the "theory-driven" approaches. This approach is embodied in the
modern advances of Artificial Intelligence, Artificial Neural Networks,
Machine Learning - Deep Learning algorithms, Data Science in general,
and their application to economic problems, including to study and
resolve planning issues. Managing entities, in the context of their
activities, from the planning stage to the decision-making stage, face the
need to operate on Big Data, nonlinear, exponentially growing, critically
overloaded data scenarios. All this is accompanied by a sharp reduction in
decision-making time. Under these conditions, due to the exhaustion of
human intellectual-analytical capabilities, there is a need to introduce
artificial intelligence technologies, which will allow us to quickly process
huge arrays of data, connect difficult objects, find modern optimal
methods of planning. The ways of using artificial intelligence
technologies in solving planning problems, modern research directions,
perspectives of different methodological-algorithmic approaches are
analyzed in detail. Our research has shown that the use of artificial neural
networks to predict territorial economic indicators is appropriate and
justified. Their role is especially growing in the analysis and forecasting
of indicators that are characterized by instability, dynamism, the absence
of a certain trend, periodicity, nonlinear structure. It is therefore
encouraged to introduce this method in regional economic studies, when
forecasting territorial development plans, strategies, targets and
indicators.

Finally, the dissertation analyzes the current situation in terms of
strategic planning of territorial economic development in Georgia,
reviews the retrospective of the development of the legislative, normative
regulation of this planning, what changes have taken place in the process.

At present, the main planning document for territorial economic
development, which will be developed at the local level - is a document
of the priorities of the municipality. For the analysis, we reviewed the

33



medium-term priority documents of Tsageri, Tsalenjikha, Lagodekhi and
Samtredia municipalities. The paper analyzes the structure of the
document, the content of each chapter, the given factual and digital
material. Gaps in these types of documents, approaches to their
processing, problems in their implementation and effectiveness
evaluation processes are analyzed in detail.

Following the self-government reform, the strategic planning of
territorial complex socio-economic development has shifted from the
level of self-government to the upper level - the level of the region, the
ministry, the government. Development and coordination of regional
development policy at the level of the Government of Georgia is the direct
function of the Ministry of Regional Development and Infrastructure of
Georgia. Finally, the vertical activity of the state system for defining and
implementing regional economic development policy is regulated by the
norms written in the legal acts adopted by the Parliament and the
Government of Georgia. According to the "Policy Planning System
Reform Strategy" developed by the Government of Georgia, the "National
Development Strategy" is a document of the highest category in the
planning hierarchy, which in turn is based on and ensures the fulfillment
of the country's international obligations.

In addition to government agencies, a number of territorial
economic development planning or policy documents have been
developed with the methodological, financial-organizational or technical
assistance of international organizations, with their direct participation
and cooperation with local and state authorities. Among them are several
documents reviewed in the dissertation. Participating in the project
"Regional and Local Development Promotion in Georgia (FRLD 2)" and
"Promoting Decentralization and Good Governance at the Local Level
(DGG)" within the framework of the UNDP project "Participatory Local
Development", with the participation of the Georgian Young Economists
Association (AYEG). With the financial support of the Danish Ministry
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of Foreign Affairs, the Swiss Agency for Development and Cooperation
(SDC) and the Austrian Development Cooperation (ADC), a medium-
term (2020-2023) development document for several municipalities was
prepared. Noteworthy is the EU-funded M4EG initiative "Mayors for
Economic Development", which developed economic development plans
for a number of municipalities. Since 2021, the M4EG initiative has been
led by the United Nations Development Program (UNDP) in close
cooperation with the European Union (EU), local authorities and other
partners. EU-funded project of the Union of Young Scientists "Intellect"
within the framework of the project "Strengthening the capacity of self-
government bodies in the Adjara region for long-term sustainable
development" developed strategic plans for socio-economic development
of Adjara municipalities for 2012-2022.

The dissertation reviews the factors and problems that contribute
to the low efficiency of territorial development planning. The main thing
in this direction is the existence of institutional problems. Among several
root factors, the first to be noted is the delay in the process of real
decentralization. The shortcomings of the development programs
developed by the self-governing bodies are also typical. Lack of a unified
methodological and methodological base, lack of globalization and
integration processes, relying only on internal financial resources when
building a program, undesirable level of budget process analysis, planning
and forecasting, inefficient use of appropriate tools and mechanisms to
find additional financial resources - this is an incomplete list of the
disadvantages of these programs.

Thus, the need to improve the system of state regulation of territorial
economic development, to define the goals, objectives and methods of
implementation of regional economic policy, the introduction of new
management tools and the improvement of its methods are urgent. To this
end, it is necessary to develop and further introduce common standards,
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methodology, analytical tools, indicators for calculating and forecasting
the strategic planning system as unified methods.
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As a result of the research, we have formulated the following conclusions
and suggestions:

1. The system of state regulation of territorial economic development
needs to be improved. It is necessary to clearly define the goals, objectives
and methods of implementation of economic policies of regional and self-
governing units, to increase the role of self-governments in solving
existing social and economic problems.

2. Given the urgency of the task of improving the methods of managing
territorial economic development, it is advisable to actively implement
strategic planning as a powerful tool for territorial economic
development, especially for local authorities to establish a complex socio-
economic development plan. To establish an imperative norm on the
necessity of elaborating complex socio-economic development plans of
the territory, especially for the local bodies at the self-government level,
to prepare and implement relevant legislative and other regulatory-
normative changes;

3. In order to ensure the effective use of strategic planning, increase
competitiveness, improve inter-territorial interaction mechanisms,
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accelerate development, further development and refinement of
analytical tools and concepts is needed, implementation of territorial
economic development strategy standards, common methodology, tools,
indicators;

4. Based on the theoretical analysis of the requirements for the content of
the strategy and the generalization of the accepted practice, we have
developed the following model structure of the territorial economic
development strategy:

- Complex analysis of internal and external conditions of the area;
- Competitive positions and strategic challenges;

- Mission, vision;

- System of development priorities and goals;

- A system of measures for the realization of goals and objectives;
- Mechanisms for strategy implementation;

- Strategy implementation management.

5. As a result of the research, we provide the logic of the strategic planning
process for territorial economic development, which includes the
following six main stages:

- Analysis of the situation and development factors;

- Substantiation of goal formation and strategic choice;
- Development of main policy directions;

- Formation of a sales mechanism;

- Realization of strategic choice;

- Evaluate results and provide feedback.
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6. In order to ensure the unity of approaches in the planning process in
order to take into account the macroeconomic policy, world trends,
market conditions and possible directions of development in the planning
process, taking into account the specifics of each region, it is advisable to
predict the following orientation indicators:

- Population and other basic demographic data;
- Volume and dynamics of GDP (value added);

- Volume of foreign direct investment by type of economic
activity;

- Dynamics of employment, unemployment, wages;
- Price changes in the consumer market;
- Profit of business entities (consolidated financial result);

- Key indicators by sectors of the economy (turnover, output,
number of employees (hired), labor costs, value added,
investments in fixed assets);

- Key indicators of agriculture, environment, infrastructure and
social sphere;

- Export and import of goods and services;
- Key indicators of the consolidated budget.

7. We have developed and proposed a methodology for analyzing
economic development inequality using the principal components
method, which will make an appropriate contribution to the development
of economic policy definition, strategic planning, regional economic
analysis and diagnostics, development scenarios.
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8. More attention should be paid to the introduction of cognitive analysis
and modeling technology, which will allow us to quickly, complexly and
systematically characterize the current situation in difficult and uncertain
situations, and to offer quality solutions to the problem taking into
account environmental factors. The use of this system will increase the
creative capabilities of the researcher, make it possible to organize
collective creative activities and ensure the creation of innovative
databases in advance in the design of complex systems.

9. In our study, with a new approach, using the mathematical apparatus
of Markov Chains, the stability of the economic system was analyzed, its
expected trajectory in terms of response to deviations due to external
influences. The obtained results confirmed the possibility and necessity
of using this method.

10. In parallel with "theory-driven" approaches, a "data-driven" approach
should be introduced more in practice. Modern advances in artificial
intelligence, artificial neural networks, machine and deep learning
algorithms, data science should become a priority area for the
development of economic problems, including the study and solution of
planning problems.

11. Our research has shown that the use of artificial neural networks to
predict territorial economic indicators is appropriate and justified. Their
role is especially growing in the analysis and forecasting of indicators that
are characterized by instability, dynamism, the absence of a certain trend,
periodicity, nonlinear structure. It is therefore encouraged to introduce
this method in regional economic studies, when forecasting territorial
development plans, strategies, targets and indicators.

12. The formal attitude towards the preparation of the vast majority of
existing priority documents is due to its low quality. The plan does not
take into account modern trends in economic development, new tools for
territorial development, strategies lack a description of their
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implementation mechanisms, are largely tied to only sources of budget

funding.

13. It is necessary to improve the mechanisms of coordination and
synchronization of strategies at different levels, which accelerates the
pace and ensures the efficient use of budget funds;

14. It is important to ensure effective cooperation of various actors based
on social partnership throughout the strategic planning process, to
encourage public-private partnerships;

15. Based on the generalization of foreign experience, it is necessary to
organize training of public servants related to the issue, to raise the
qualification for the introduction of strategic planning tools in practice,
to continue to accumulate positive experience of extensive use of strategic
planning;

16. At present, the need to improve the system of state regulation of
territorial economic development, to define the goals, objectives and
methods of implementation of regional economic policy, the introduction
of new management tools and the improvement of its methods. To this
end, it is necessary to introduce common standards, methodology,
analytical tools, indicators for calculating and forecasting strategic
planning system as unified methods.
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