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SUMMARY 

1. At the start of the review period (2009 to 2015), average annual real GDP growth 
rebounded from -3.7% in 2009 to an average of 5.8% in 2010-2013. GDP per capita increased by 
over half to reach US$3,681 in 2014, although Georgia's overall impressive growth performance 
was not matched by commensurate declines in unemployment and poverty. While the current 
account deficit has narrowed from a peak of 22% of GDP in 2008, it has remained significant at 
10–13% of GDP during 2010–12.  

2. Real GDP growth slowed significantly to 3.3% in 2013 from 6.4% in 2012, reflecting slower 
global growth, weak domestic demand and economic deceleration related to the political transition 
that prompted investor caution. Growth for 2014 recovered to 4.8% (just below the Government's 
5% target) but the depressed economies of Georgia's major trading partners are expected to halve 
growth to around 2% in 2015.  

3. Exports of goods and services remained under 40% of GDP for most of the review period 
(although increasing in 2013 and 2014) and the merchandise trade deficit averaged 23% of GDP, 
underlining the challenge for the Government to reduce the country's significant trade imbalance. 
The deficit has been conditioned by robust import growth due to growing domestic demand, FDI- 
and tourism-related imports and relatively high energy and commodity prices for most of the 
review period.  

4. In early 2015, Georgia’s economy was hit by a combination of significant external shocks: 
the Russia-Ukraine crisis, the deepening recession in the Russian Federation (both of which have 
created ripple-effects through the region) and currency devaluations in trading partner countries. 
Because of these shocks, in the first half of 2015 Georgia’s exports were 25% lower than in the 
same period of the previous year and remittances from Georgian workers abroad were down 
23.3%. The economies of many of Georgia’s main trading partners are slowing by even more, and 
the depreciation of their exchange rates is hurting Georgia’s export performance.  

5. The commodity structure of Georgia’s exports has not changed much since the previous 
review with resource-based products, such as agriculture, ferro-alloys, copper ores and 
concentrates, and other minerals, accounting for over 40% of merchandise exports. The 
dependence on resource-based products with limited employment generation has remained 
relatively high whereas the share of more processed, employment-generating products is limited.  

6. Although the share of manufactures in exports rose from 42% to over 55% during the 
review period, motor vehicle exports accounted for a significant part of this. Used cars are 
imported mainly from Japan, the United States and Germany with a portion being reconditioned 
and refurbished in Georgia before being re-exported to neighbouring countries (mostly Azerbaijan, 
Armenia, and Kazakhstan). While there is some local value added in such refurbishing activity, the 
bulk of these exports should more properly be considered as re-exports. The re-export of used 
cars declined in 2014 because of the more stringent requirements on used cars introduced by 
Azerbaijan.  

7. Commonwealth of Independent States (CIS) countries continued to be Georgia’s largest 
trading partners, increasing their share of Georgian exports from 37% to 51% during the review 
period. Georgia's main export destinations in 2014 continued to be Azerbaijan (taking 19% of 
Georgian exports), Armenia (10%), the Russian Federation (almost 10%) and Turkey (8.4%). 
With the opening up of the large Russian market in mid-2013, exports to the Russian Federation 
have increased, in particular of Georgian wine, mineral water and certain agricultural goods.  

8. Services exports rose from 12% of GDP in 2009 to over 18% of GDP in 2014, growing at a 
faster rate than merchandise exports. Transport and tourism receipts account for around 90% of 
exports although this high share may be expected to fall as the level of development increases. 
Georgia has not yet begun to emulate other comparable countries that have managed to tap into 
the markets for information technology and other business services. Imports of services are 
dominated by road and maritime transport.  

9. Foreign direct investment (FDI) is a critical element for the Georgian economy and while it 
has declined from its 2007 peak (at 19.8% of GDP), it remains high compared to peers and is an 
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important source of financing at 10.6% of GDP in 2014. FDI inflows, comprising equity capital, 
reinvested earnings and other capital, rose sharply to US$1.7 billion in 2014, the increase 
reflecting higher investment in manufacturing and transport and communication. Gross national 
savings declined sharply at the beginning of the review period but are showing signs of recovery.  

10. The broad objectives of Georgia's trade policy remain largely unchanged from the previous 
review: integration into the world economy, including implementation of WTO membership 
obligations as well as obligations under other agreements, notably the Association Agreement with 
the EU; continued trade policy liberalization; facilitation of export and import procedures and 
streamlining of NTB regulations; and diversification of trade relations by establishing preferential 
regimes with important trading partners.  

11. Integration with the EU remains the mainstay of Georgia's foreign economic and trade 
policy. In 2014, Georgia signed an Association Agreement (AA) with the EU, including a Deep and 
Comprehensive Free Trade Area (DCFTA). The agreement aims at promoting closer harmonization 
and integration with the EU. The DCFTA includes the complete elimination of tariff and non-tariff 
barriers on nearly all goods and substantial liberalization of services trade. A wide range of trade 
regulations are also due to be implemented, as the DCFTA envisages wide-ranging approximation 
of Georgia's trade-related legislation with EU legislation.  

12. As a member of the WTO since 2000, Georgia grants MFN treatment to all WTO Members. 
Georgia is an observer to the Government Procurement Agreement. Georgia has GSP 
arrangements with the United States (temporarily terminated), Japan, Canada, Switzerland and 
Norway. In 2009, Georgia terminated its membership of the CIS organization but has maintained 
bilateral FTAs with eight CIS countries and also has an FTA with Turkey, a Trade and Investment 
Framework Agreement with the United States and is due to commence FTA negotiations with the 
EFTA states in September 2015. Georgia and China are completing a joint feasibility study on a 
possible Georgia-China Free Trade Agreement and have also signed a memorandum of 
understanding on strengthening cooperation for the Silk Road Economic Belt initiative.  

13. The Ministry of Economy and Sustainable Development is the executive authority which 
determines, implements and coordinates state policy in the field of trade. In the ministry, the 
Department for Foreign Trade and International Economic Relations is exclusively involved in the 
formulation of foreign trade policy. As part of its daily functions, the department closely cooperates 
with several trade-related bodies under the ministry and collaborates with other relevant entities, 
including in the private sector. The Department implements the mandatory notification submission 
procedures to the WTO.  

14. The main instrument regulating foreign trade in Georgia is the revised 2011 Tax Code of 
Georgia, which defines objects subject to import taxation, customs regimes and procedures as well 
the exemption of certain goods from import duties. Legislative amendments have taken place in 
several trade-related areas.  

15. Regarding measures affecting imports, Georgia has continued to bring its border policies 
including its customs regulations and trade facilitation measures into line with international and 
WTO practices. Georgia implemented a number of reforms to facilitate trade, in particular the 
opening of customs clearance zones. Georgia has indicated that it is going through the necessary 
process to notify the WTO of its adherence to the Trade Facilitation Agreement.  

16. Georgia has bound its tariffs on all products, with a simple average of the final bound tariffs 
being 7.6%. The simple average applied MFN tariff remains low at 2% since 2010 despite being 
increased slightly from 1.6% in 2009. The simple average MFN tariff for agricultural products 
(WTO definition) fell from 7.2% in 2009 to 6.7% in 2015, and that for non-agricultural products 
increased from 0.2% to 0.8%. Its applied tariffs generally fall into three bands: 0%, 5%, and 
12%. In addition to the customs tariff, the Government applies VAT of 18% and excise taxes on 
imported goods; in principle these apply equally to domestically-produced and imported goods. 
The contribution of customs duties to overall tax revenue has averaged a little over 1% during the 
review period; excise taxes and VAT collected on imports have ensured that taxes affecting trade 
have maintained a significant share of around one quarter of total tax revenue. Fixed customs fees 
also apply to imports.  
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17. Georgia does not apply contingency measures and has not elaborated relevant legislation for 
such measures. Georgia notified to the WTO its list of products prohibited from 
importation/exportation, and that import/export permits are required only to protect public health, 
national security and the environment.  

18. Georgia is an observer to the WTO GPA and is currently assessing the prospects for joining 
the agreement. Amendments to existing legislation resulted in a revised Law on State Procurement 
which applies to the procurement of all goods, works and services funded from state and local 
budgets. The government procurement market accounted for about 10% of GDP during the review 
period. The new legislation entered into force in 2010, when e-procurement was introduced and 
since has been functioning effectively; according to the European Bank for Reconstruction and 
Development (EBRD), Georgia's public procurement regime achieved the best ranking in the 
region, indicating high compliance with international standards.  

19. There are minimal export restrictions in terms of export taxes or licensing. According to the 
authorities, Georgia does not provide export subsidies, and does not have export financing 
instruments. Export support is mainly in the form of facilitating the participation of exporters in 
international trade fairs and planning buyer missions. Reflecting Georgia's location, which provides 
an alternative transit route to central Asia (other than the routes via China or the Russian 
Federation), the Government operates free industrial zones (FIZs) where investors may conduct 
processing activities in connection with the transit of goods. Incentives in the form of tax 
exemptions or reductions continue to be provided to international financial companies, 
international companies operating in FIZs, and to free warehouse companies.  

20. Georgia has continued to develop its national quality infrastructure in accordance with 
international and EU practices. Its TBT strategy stipulates that Georgia refrain from adopting 
national standards in the areas where relevant international standards exist. About 98% of all 
standards adopted in Georgia are international or European standards. The Government is aware 
that in order to increase the export potential of agriculture, SPS systems need to be developed in 
accordance with international/European norms. Lack of effective SPS regulations, in particular for 
food safety continues to hamper Georgian exports of its agricultural products. The Ministry of 
Agriculture is preparing to approximate Georgia's regulatory framework to about 350 EU 
directives/regulations.  

21. New amendments to the Law on Competition were adopted in March 2014. This law was 
developed as part of the anti-monopoly reform and aims to strengthen the institutional framework 
for promoting free trade and competition. The Government also issued a decree to set up the 
Competition Agency, which oversees most economic sectors except for energy and telecoms.  

22. Most state-owned enterprises (SOEs) were privatized before the review period and currently 
the major SOEs include: Georgian Railways (the only major market player), Georgian Oil and Gas 
Corporation (GOGC), Georgian State Electrosystem (GSE) and the Enguri hydropower plant. 
During 2012, 100% of the assets of Georgian Railways, GOGC, GSE and others were placed into 
the Partnership Fund, a state-run fund to facilitate foreign investment into new projects by 
providing co-financing.  

23. Georgia has been amending its IP legislation in accordance with regional and international 
trade requirements. The IPR legislation is aligned with international standards, and Sakpatenti, the 
national intellectual property centre, is making efforts to raise public awareness of IP rights and 
improve enforcement. The adoption by Georgia of Paragraph 6 of the Doha Declaration regarding 
public health is under consideration.  

24. Georgia's economy has undergone significant structural change since independence. Twenty 
years ago, shares in GDP of agriculture, industry and services were more or less evenly split. The 
share of agriculture has since declined steeply and stood at an estimated 9.2% of GDP in 2014, 
although the sector remains important, given that agricultural production accounts for 45% of 
rural household income and subsistence agriculture accounts for 73% of rural employment. 
Agriculture thus still provides an important safety net for the rural population and also makes an 
important contribution to exports. The low productivity level in the agricultural sector is 
conditioned, inter alia, by low investment, lack of funding, and limited information about markets 
and new technologies.  
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25. Agriculture has however shown positive signs of recovery in recent years, which is partly 
driven by the improvement in trade relations with the Russian Federation and a significant increase 
in public spending on agriculture. The Government is increasing public funding to agriculture, 
either through specific funds (to promote private sector participation) or subsidies to small-holder 
farmers. It is recognized that improving agricultural productivity and facilitating the movement of 
labour from agriculture into higher productivity activities are essential for strengthening economic 
opportunities in rural areas. Imports of agricultural products are subject only to tariffs and SPS 
measures. Georgia's domestic support for agriculture falls under the definition of Green Box 
measures exempt from reduction commitments.  

26. Georgia is a net importer of fuels and energy products. The country relies on imports of 
natural gas, oil products and some hard coal to meet most of its energy needs. Net imports 
represent 77% of total energy supply, up from 47% in 2002, as Georgia has had to increase its 
reliance on imports to meet robust demand. Azerbaijan is the largest trading partner with Georgia 
in energy, and is the main source of imports of natural gas and oil. Due to its geographic location, 
Georgia acts as a transit country for the import-export and transit operations of energy carriers in 
the Caucasus region. Georgia is connected by gas pipelines to Armenia, Azerbaijan, the Russian 
Federation and Turkey. It is also connected by an oil pipeline to Azerbaijan and Turkey. Georgia 
imports natural gas from Azerbaijan and the Russian Federation and it transits gas to Armenia and 
Turkey. Georgia imports oil for transit to European countries.  

27. In 2014, the manufacturing sector accounted for around 10.6% of GDP and 14.8% of 
employment, making labour productivity more than twice the level in the rest of the economy. 
Underpinned by Georgia's WTO membership, the sector is liberalized and open to international 
trade. Since 2009, exports have nearly tripled to US$2.9 billion in 2014, mostly of mining, 
agrochemicals (fertilizers), metal products, food processing (such as wine, mineral water and 
nuts), construction materials and equipment and refurbished passenger vehicles.  

28. Problems concerning technological sophistication and innovation are the main reason for low 
export diversification and limited access to new markets. To support the private sector, two new 
agencies - the Entrepreneurship Development Agency (EDA) and the Innovation and Technology 
Agency - were established in 2014 to promote entrepreneurship by improving access to finance, 
entrepreneurial learning, consultancy services and export promotion and innovation.  

29. Georgia's economy has become increasingly service-based and services made up over two-
thirds of the economy in 2014. Georgia’s financial sector is dominated by banking with a small 
non-bank financial services market and an inactive private securities market. Currently, there are 
19 commercial banks (with branch offices), 16 of which are foreign-controlled. Commercial banks 
account for more than 90% of financial system assets. Commercial banks play the leading role in 
financing the economy. Concentration in the banking system is relatively high with the five largest 
banks controlling more than 80% of total sector assets. Regarding the foreign presence of banks, 
there are no distinctions made between domestic and non-local banking entities within the 
National Bank of Georgia's (NBG) supervisory framework. Within the process of ongoing 
supervision, NBG cooperates with the supervisory authorities of those countries where the parent 
banks of locally-licensed foreign banks are incorporated. NBG has established memoranda of 
understanding with a number of foreign supervisory authorities.  

30. The telecommunication sector dominates the ICT market in Georgia and is well penetrated 
by service providers, most of them international companies. Telecommunications are regulated by 
the independent and self-financed Georgian National Communications Commission (GNCC), which 
is subject to comprehensive rules on independence and transparency. The regulatory framework is 
relatively well developed and largely aligned with EU requirements although there are still 
challenges, such as ensuring that the regulator has sufficient powers to enforce market access 
requirements or in the area of universal service regulation. The state does not have any 
outstanding ownership stakes in the telecom operators. Mobile penetration has reached 111% 
(compared to 69% in 2009) driven by increased competition and pressure on prices as well as 
limited access to fixed-line services in rural areas.  

31. Over the past decade, successive governments in Georgia have revised rules and updated 
regulations on the supply of transport infrastructure and services. They have restructured 
institutions and delegated to line agencies the authority for modernizing the transport system. This 
has helped draw private investment into aviation (airports and airlines), maritime services (ports 
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and shipping), road transport (all freight and intercity passenger), and pipelines (oil and gas from 
Azerbaijan and Kazakhstan). The railway is now a state-owned enterprise with the authority to 
raise capital in the open market, leaving the road network as the only physical asset owned and 
operated in a traditional, public-sector manner.  

32. One of the potential drivers of economic growth is tourism, which makes the development of 
the tourism sector, and related business opportunities and private investments, a priority for the 
Government. During the review period, Georgia has experienced growth in the number of visitors, 
with the number of international arrivals exceeding the five million mark in 2014 and with 5.8 
million expected in 2015. This has facilitated a considerable increase in tourism receipts, rising 
from US$954 million in 2011 to US$1.8 billion in 2014. The great bulk of visitors to Georgia are 
from neighbouring countries (Azerbaijan, Armenia, Turkey and the Russian Federation), which 
suggests that there is potential for diversification into higher spending tourist markets from OECD 
and other countries across the world. A national tourism development strategy has been 
elaborated with the help of the World Bank to determine how to improve the sector’s performance, 
define implementation priorities and facilitate job growth.  

33. Looking ahead, Georgia remains vulnerable to external shocks given its heavy reliance on 
FDI and remittances, high current account deficit and high dollarization. Growth is expected to 
slow to 2% in 2015 in line with slowdowns in the EU and neighbouring Azerbaijan and Armenia and 
a projected recession in the Russian Federation. The year 2016 could see some recovery in growth 
to 2.5% as the external environment improves slightly. Beyond that, economic growth could rise 
over the medium term based on greater policy certainty, improved market access, and a strong 
reform agenda. Medium-term growth prospects depend on a number of factors, including: 
improved economic ties with the EU; improved relations with Russia (which will benefit trade and 
tourism); and the robust reform program outlined in Georgia's development strategy, which will 
support growth in private investment. Growth prospects further depend on Georgia’s ability to take 
advantage of the AA/DCFTA with the EU, which should improve market access and encourage FDI. 

 


