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ABSTRACT 

Since 2014, the European Union (EU) has had a Deep and Comprehensive Free Trade Area (DCFTA) in 
place with Georgia as part of the EU-Georgia Association Agreement (AA). The European Commission has 

appointed a consortium led by the Centre for European Policy Studies (CEPS) to undertake an evaluation 
of the implementation and impact of the DCFTA. The evaluation, carried out between February 2021 and 
April 2022, has analysed the economic, social and environmental, and human rights (including labour 
rights) effects of the DCFTA since its application. In terms of the evaluation criteria, as requested by the 
Terms of Reference (ToR), the study assesses the effectiveness, impact, efficiency, coherence and 
relevance of the DCFTA.  

This Annex complements the draft Final Report providing findings of the ex-post evaluation.  
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ANNEX A: DESCRIPTION OF THE EU-GEORGIA DCFTA 

Substantive commitments1  

The EU-Georgia Deep and comprehensive Free Trade Area (DCFTA),2 with its detailed texts and 

extensive annexes, has been a vital part of the Association Agreement (AA) signed in June 2014. 

The DCFTA has been provisionally applied since September 2014 and has been in force since 

July 2016. This section briefly reviews the main provisions of the DCFTA.  

 

Market access for goods 

The DCFTA establishes free trade areas for trade in goods by abolishing import duties in nearly 

all products (Chapter 1 of the Agreement). The DCFTA for Georgia does not include transitional 

periods for the elimination of import duties because of Georgia’s reforms in terms of its trade 

liberalisation since 2006, which has eliminated import tariffs for most products. 

The DCFTA for Georgia sees a few exceptions to the full liberalisation of trade in agricultural 

products. These are tariff rate quotas (TRQs), an ‘entry price’ system and an anti-circumvention 

mechanism. The EU imposes TRQs on a limited number of sensitive products, and imports 

exceeding TRQs are subject to most-favoured-nation (MFN) customs duties. In the case of 

Georgia, TRQs apply only to garlic. Entry prices refer to import duties, with the exemption of the 

ad valorem component of import duties on certain types of fruits and vegetables (e.g. tomatoes, 

courgettes and peaches). Anti-circumvention mechanisms define an average annual volume (i.e. 

a ‘trigger level’) of imports for each category of products listed in Annex II-C for Georgia. If 

imports from Georgia into the EU reach 70% of this trigger level in a given year, then the EU 

must notify Georgia about the volume of imports of the products concerned. If 80% of the trigger 

volume is reached, the DCFTA country is obliged to provide the EU with a sound justification for 

the increase of imports. Only when 100% of the trigger volume is reached may the EU 

temporarily suspend the preferential treatment of the products concerned for six months. This 

requirement implicitly prevents fraud committed by other countries trying to avoid customs 

duties by importing into the EU through the DCFTA country. 

The DCFTA for Georgia prohibits export duties and includes a standstill clause (Article 28 EU-

Georgia Agreement) stating that neither party may increase any existing customs duty or adopt 

any new customs duty on goods originating in the territory of the other party. Quantitative 

restrictions on imports and exports are also prohibited by the DCFTA, except if allowed by the 

relevant World Trade Organization (WTO) rules (i.e. Article XI of the General Agreement on 

Tariffs and Trade (GATT)).  

 

Rules of Origin  

Rules of Origin (RoO) are detailed in Protocol I to the EU-Georgia AA and specify when a product 

is wholly produced in the territory of one of the parties, or when products have been ‘sufficiently 

worked or processed’ in order to obtain the movement ‘certificate [of origin] EUR.1’. An annex 

to the protocol defines four different criteria for ‘sufficient processing’ of each product (i.e. tariff 

heading). Apart from the basic bilateral cumulation between the EU and the DCFTA partner, the 

protocol to the AA envisages ‘diagonal cumulation’ among countries that have free trade 

agreements (FTAs) with each other and are, at the same time, members of the Regional 

Convention on Pan-Euro-Mediterranean (PEM) preferential RoO. However, this requires Georgia 

and its respective FTA partners first to amend their bilateral FTAs to align them with the EU’s 

system of RoO. The PEM Convention allows much wider scope for diagonal cumulation between 

the EU, Turkey and the countries of the European Free Trade Association (EFTA), the 

Mediterranean countries covered by the European Neighbourhood Policy (ENP) and the Western 

Balkans, providing that FTAs are in place, including protocols on RoO with identical rules.  

                                           
1 This section is based on the third revised editions of the CEPS handbooks on ‘Deepening EU-Georgian Relations: 
Updating and upgrading in the shadow of COVID-19’, ed. by Emerson, Kovziridze resp. Cenusa, forthcoming via 
https://3dcftas.eu/publications/ 
2 Title IV EU-Georgia AA. 

https://3dcftas.eu/publications/
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Trade remedies 

The chapter on trade remedies (Chapter 2) includes rules on ‘trade defence’ measures that the 

EU and Georgia can take against imports from the other party that cause – or threaten to cause 

– injury to the domestic industries, notably anti-dumping, anti-subsidy and safeguard measures.  

Safeguard measures (both global and bilateral) rely on Article XIX GATT (1994) and the WTO 

Agreement on Safeguards. The DCFTA provisions on anti-dumping and countervailing measures 

rely on Article VI GATT (1994), the WTO Anti-Dumping Agreement and the WTO Agreement on 

Subsidies and Countervailing Measures. The DCFTA contains specific features such as ‘public 

interest’ and ‘lesser duty’ rules. The former imply that a party may decide not to impose anti-

dumping or countervailing measures when it is not in the public interest to do so (for example, 

when the interests of consumers or the employment situation would be negatively affected). The 

latter stress the remedial, rather than punitive, character of the EU’s approach to trade defence 

by stating that the amount of a (provisional) anti-dumping duty shall not be higher than what is 

appropriate to remove the injury in the domestic industry.  

 

Technical standards for industrial goods 

The chapter on technical barriers to trade (TBT) (Chapter 3) envisages the commitments of 

Georgia to approximate the principles and practices of the relevant horizontal EU legislation. 

Important horizontal EU laws that are included in this list annexed to the Agreement (Annex III-

B) are two legal acts of 2008 known as the ‘New Legislative Framework’, namely Decision No 

768/2008/EC on a common framework for the marketing of products, and Regulation (EC) No 

765/2008 on the requirements for accreditation and market surveillance. In addition, Georgia is 

required to approximate Directive 2001/95/EEC on general product safety and Directive 

85/374/EEC on liability for defective products.  

In terms of sectoral directives, Georgia is committed to approximate 21 sectoral directives 

covering a wide range of products, such as machinery, lifts, the safety of toys, medical devices 

and simple pressure vessels (Annex III-A).  

The DCFTA also envisages the adoption of the corpus of 25,000 European standards (i.e. all the 

standards developed by CEN, CENELEC and ETSI, including the 5,000 harmonised standards), 

and repealing any conflicting national standards, including conflicting GOST standards 

(Gosstandart, i.e. standards originating from the Soviet Union era). 

The DCFTA also provides for detailed conformity and surveillance procedures.  

The AA stipulates that the parties ‘may ultimately agree to add’ an Agreement on Conformity 

Assessment and Acceptance of Industrial Products (ACAA) (Article 48). ACAAs are specific types 

of mutual recognition agreements envisaged by the EU for the eastern or southern parts of the 

ENP and the Western Balkan countries. In Georgia’s case, this requirement would be a 

constraining factor for cheaper imports of industrial goods from certain markets such as China 

or the Commonwealth of Independent States (CIS) and the reason why Tbilisi opted not to 

include a commitment on including ACAAs in its Agreement.  

The EU-Georgia3 Trade Committee updated the Annex to the TBT chapter in order to catch up 

with the relevant EU legal developments. 

 

Sanitary and phytosanitary measures 

The chapter on sanitary and phytosanitary (SPS) measures (Chapter 4) concerns the food safety 

regulations required to facilitate trade in agricultural and food commodities and plants, while 

safeguarding human, animal and plant life or health. The key mechanisms consist of 

approximating Georgian legislation to EU legislation. The Agreement itself does not specify the 

laws to be approximated, leaving that to be completed within three months of the Agreement 

entering into force. This was part of the mission of the SPS Subcommittees.4 The list (i.e. the 

                                           
3 Decision No 1/2019 of the EU-Georgia Association Committee in Trade Configuration (ACTC) updating Annex III-A to 
the AA. 
4 Underlining perhaps a further degree of flexibility in the Agreement, beyond the gradual approximation, is this legally 
somewhat ambiguous statement: ‘This approximation list shall serve as a reference document for the implementation 
of this chapter’ (cf. Article 55.4 EU-Georgia Agreement). 
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SPS ‘Strategy’) for each country was worked out in the course of 2015. Following consultations 

with European Commission experts and the Decision of the EU-Georgia SPS Subcommittee, 

Georgia’s SPS approximation list became part of the Agreement in March 2017. The products to 

be covered are listed in Annex IV-A to the EU-Georgia Agreement, including live animals and 

animal products. The provisions of Annex XI-B to the EU-Georgia Agreement offers a 

comprehensive list of EU legislation that must be approximated by 2027 and the timeline for 

every individual action. The list for Georgia covers 272 EU legislative acts relating to health, food 

and animal welfare standards. 

The Agreement also aims to reach a common understanding of animal welfare standards. The 

SPS Subcommittee of the Association Committee in Trade Configuration (ACTC) is responsible 

for reviewing the implementation of the SPS chapter and may, among others, decide on 

modifications of the Annexes. Decisions are taken on the basis of consensus of the parties. 

To recognise the equivalence of measures, or groups of measures, taken by Georgia with those 

of the EU, specific rules are established for sectors or subsectors and for commodities or groups 

of commodities. The process is to be launched by the exporting party based on the ‘objective 

demonstration of equivalence’, and the ‘objective assessment of this demonstration’ by the 

importing party. This process should be interactive. It is then the responsibility of the importing 

party to determine equivalence or not, or to withdraw or suspend equivalence, based on 

internationally recognised standards or proper scientific evidence. The importing party may 

conduct verifications for which detailed rules apply. With equivalence recognition comes the 

reduction of physical checks at borders and simplified procedures. 

Once the approximation has been fully undertaken, the import conditions for the products or 

sectors in question will apply to the whole territory of Georgia as the exporting country (cf. 

Article 60 of the EU-Georgia Agreement). Enterprises wishing to export to the EU, however, still 

need to obtain certification from the competent authority of Georgia, which has to guarantee 

that the establishment meets relevant health requirements of the EU and has the power to 

suspend the establishment’s listing in the case of non-compliance. 

 

Customs 

The DCFTA sets out key principles for customs legislation and procedures (Chapter 5), in order 

to facilitate operational cooperation between the customs services of the EU and Georgia. 

According to the general provisions, Georgia commits to ensure that its customs legislation and 

procedures are stable, transparent, non-discriminatory, applied effectively and prevent fraud. 

Georgia (Annex XIII) is also committed to approximate most provisions of the Union Customs 

Code (UCC)5 and to ensure the progressive interconnectivity of its customs transit system in the 

common transit system set out in the Convention of 20 May 1987 on a Common Transit 

Procedure.6 The DCFTA also establishes a procedure for ‘Mutual Administrative Assistance in 

Customs Matters’ (Annexed in Protocol II) and a Customs Subcommittee to monitor the 

implementation and administration of the customs and trade facilitation chapters. These 

Customs Subcommittees meet regularly and discuss issues such as legislative and policy 

developments; the strategic framework for customs cooperation; risk management and the fight 

against fraud; RoO and customs enforcement of IPR.  

 

Services  

The provisions on services (Chapter 6) are organised under three headings: i) establishment; ii) 

cross-border supply of services; and iii) temporary presence of natural persons for business 

purposes. 

Establishment entails the right of either enterprises (‘legal persons’) or individuals (‘natural 

persons’) to pursue business in the country of the other party. Enterprises may create or acquire 

branches or representative offices. Individuals may pursue their business through self-

                                           
5 Regulation (EEC) 2913/92 was replaced by Union Customs Code (UCC, in Regulation (EU) 952/2013). In the case of 
Georgia the update of Annex XIII was close to adoption at the time of writing (9 May 2021). 
6 Amended in 2017 in order to be aligned with the new UCC. 
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employment or set up undertakings that they control. The Agreement provides for ‘national 

treatment’ and MFN treatment for establishment. For several economic activities, however, both 

the EU and Georgia have reservations that restrict national treatment or MFN treatment. These 

are laid down in the Annexes7 and essentially replicate the parties’ reservations under the 

General Agreement on Trade in Services (GATS). Georgia has fewer reservations than the EU as 

Georgia has only a few at the level of the WTO (i.e. in its Schedule of Specific Commitments on 

Trade in Services). The list of EU reservations is complicated because it includes both EU-wide 

and Member State-specific reservations. These reservations in the DCFTA are listed in a negative 

list, which means that the EU and Georgia will open up all service sectors, except for those 

sectors listed where reservations apply. This approach guarantees automatic coverage for new 

services not listed as exceptions. 

Table 1. Reservations with regard to national treatment or MFN for establishment in service sectors 

Reservations EU party reservations DCFTA State 
reservations 

 EU-wide 

reservations 

Member State- 

specific reservations 

Georgia  

Horizontal reservations 2 31 4  

Sectoral reservations 30 98 28  

Total 32 129 32  

Source: authors’ compilation. 

The chapter on services also covers cross-border supply of services (GATS Mode 1 and Mode 2). 

The EU and Georgia have to accord market access and national treatment to services and service 

suppliers of the other party. But this does not apply to audiovisual services, national maritime 

cabotage, or domestic or international air transport services. Contrary to the section on 

establishment, the section on cross-border supply of services works with a positive list. This 

means that the EU and Georgia only make market access and national treatment commitments 

in those service sectors listed in the Annexes.8  

Table 2. Reservations with regard to market access and national treatment for cross-border supply 

of services 

 EU Georgia EU 

 Mode 1 Mode 2 Mode 1 Mode 2 Mode 1 Mode 2 

Business services 74 22 0 0 79 22  

Communication services 2 2 0 0 2 2 

Construction and engineering  0 0 0 0 0 0 

Distribution services 12 4 0 0 12 4 

Educational services 15 8 0 0 15 8 

Environmental services 8 0 6 0 8 1 

Financial services 33 13 2 0 33 11 

Health and social services 3 1 0 0 3 1 

Tourism and related services 4 0 1 0 4 0 

Recreational, cultural, sports  5 7 0 0 5 8 

Transport services  28 14 5 0 26 12 

Energy services 7 1 - - 7 1  

Other services 5 0 - - 7 3 

Total 196 72 14 0 205 72 

                                           
7 Annex XIV-A and E. 
8 Annex XIV-B (EU and its Member States) and XIV-F (Georgia). 
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Source: authors’ compilation. Note: EU-wide and Member State-specific reservations are grouped together. 
The chapter on services also covers measures concerning the entry and temporary stay in their 

territory of categories of natural persons for business purposes (GATS mode 4). There are also 

provisions on some basic rules to tackle regulatory barriers to trade in those service sections 

where Georgia has made specific commitments. In four service sectors, i.e. i) postal and courier 

services, ii) electronic communications, iii) financial services, and iv) international maritime 

transport, the DCFTA includes specific rules and procedures on regulatory cooperation, and 

Georgia is committed to approximate national law to the EU’s key legislation in these four sectors 

(Annex XV). The provisions do not create far-reaching obligations though, since they state that 

‘each Party recognises the importance of the gradual approximation of the Republic of Georgia’s 

existing and future legislation to the list of the Union acquis set out in Annex XV’. 

The chapter on services includes a standstill clause that forbids the EU and Georgia from adopting 

new discriminatory regulations as regards, e.g. the establishment of legal persons of the other 

party in comparison to their own legal persons. This is also the case for the cross-border supply 

of services and the movement of natural persons. 

  

Current payments and movement of capital  

Chapter 7 deals with current payments and capital movements, in accordance with International 

Monetary Fund (IMF) regulations for the free movement of capital and currency convertibility of 

any payment and transfer affecting the current account of their balance of payments (BoP). In 

the Agreement, the parties committed to ensure freedom of movement for direct investments 

as well as movement of capital and other transactions related to trade in services, establishment 

of investors and electronic commerce. The chapter also includes facilitation and evolution 

provisions to create the necessary conditions for further gradual application of EU rules on the 

free movement of capital.9 

 

Public procurement 

The chapter on public procurement (Chapter 8) provides for the gradual and reciprocal 

liberalisation of the parties’ markets under the strict condition that Georgia implements the EU’s 

key public procurement rules. The DCFTA procurement rules only apply to contracts above 

certain value thresholds listed in the Annexes.10 The chapter lays down provisions relating to: i) 

institutional reforms and the award of procurement contracts; ii) approximation to the EU’s 

public procurement law; and iii) market access.  

According to the provisions of the Agreement, Georgia was obliged to approximate its legislation 

with Directive 2004/18 on the coordination of procedures for the award of public works contracts, 

public supply contracts and public service contracts, and with Directive 2004/17 on coordinating 

the procurement procedures of entities operating in the water, energy, transport and postal 

service sectors (i.e. utilities). In 2014, however, the EU adopted a new legislative package on 

public procurement, which replaced both directives.11 These new directives aimed to simplify the 

EU procurement regime, introduce more flexibility, establish better access to EU procurement 

markets for small and medium-sized enterprises (SMEs) and ensure that greater consideration 

is given to social and environmental criteria. Moreover, there is a specific directive for the award 

of concession contracts. This legislative package was adopted in February 2014, and the Member 

States had until April 2016 to transpose the new rules into national law. To catch up with these 

new EU public procurement rules, the Trade Committee established by the Agreement adopted 

a decision to amend the entire Annex.12 The new acts for approximation are Directive 2014/23 

on the award of concession contracts, Directive 2014/24 on public procurement and Directive 

2014/25 on procurement by entities operating in the water, energy, transport and postal services 

sectors. Yet these directives do not have to be approximated in their entirety or at once. Annexes 

                                           
9 Article 140 for Georgia. 
10 Annex XVI-A for Georgia. The thresholds were updated in 2019. See Decision No 2/2019 of the EU-Georgia ACTC of 18 
October 2019 updating Annex XVI to the AA. 
11 See Directive 2014/24/EU on public procurement and repealing Directive 2004/18/EC; Directive 2014/25/EU on 
procurement by entities operating in the water, energy, transport and postal service sectors and repealing Directive 
2004/17/EC; and Directive 2014/23/EU on the award of concession contracts. 
12 Decision No 2/2019 of the EU-Georgia ACTC of 18 October 2019 updating Annex XVI to the AA. 
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from XVI-B to XVI-O divide these directives into ‘basic’, ‘mandatory’ and ‘non-mandatory’ 

elements (i.e. ‘recommended’ for approximation) and elements ‘that fall outside the scope of 

legislative approximation’. 

Annex XVI-B includes an ‘indicative time schedule’ for institutional reform, legislative 

approximation and market access, which was also adjusted in 2019, together with the update of 

the annexed public procurement directives. This time schedule foresees five phases for Georgia 

to implement EU public procurement directives. 

 

Intellectual property rights  

The DCFTA provisions on intellectual property rights (IPR) (Chapter 9) complement obligations 

of Georgia under the WTO Agreement on Trade-Related Aspects of Intellectual Property Rights 

(TRIPS). This, in practice, would imply that Georgia should extend these ‘TRIPS-plus provisions’ 

to all WTO members pursuant to the TRIPS’ MFN clause (Article 4 TRIPS), even if numerous 

commitments only pertain to the parties to the AA. The provisions of the DCFTA lay down rules 

on copyrights, trademarks, geographical indications (GIs) and designs, including detailed 

enforcement provisions. Provisions on copyrights and trademarks oblige parties to comply with 

several international conventions and agreements and go beyond the TRIPS Agreement with 

specific complementary rules.13 In terms of designs and patents, Georgia is required to provide 

for the protection of independently created designs that are new and have an individual 

character.14  

The DCFTA recognises that Georgia’s IPR legislation already meets the required conditions with 

regard to registration and control of GIs, due to the agreements on GIs concluded with the EU 

prior to the DCFTA. The agreements allow for the addition of new GIs by amending annexes, 

which took place for Georgia in 2016, 2018 and 2020.15 Specific Subcommittees on GIs are in 

charge of monitoring the implementation of these provisions, and report to the Trade Committee.  

The DCFTA has strong provisions on IPR enforcement that go beyond TRIPS. The complementary 

measures and remedies have to be fair and equitable and may not result in additional barriers 

to trade. The section on civil measures and procedures, which is largely based on the EU’s IPR 

Enforcement Directive, includes detailed procedural provisions on judicial enforcement of IPR. 

Furthermore, provisions on the liability of intermediary service providers (e.g. online service 

providers) are foreseen as in the EU’s E-Commerce Directive and provide for a ‘safe haven’ 

regime, under which certain types of intermediary service providers are exempted from liability 

for IPR infringements, under certain conditions. 

 

Competition  

The chapter on competition (Chapter 10) contains provisions on antitrust and mergers, state 

aids and institutional aspects. In terms of antitrust and mergers, Georgia is obliged to maintain 

comprehensive competition laws that affectively address anti-competitive cartels, mergers and 

the abuse of a dominant position by enterprises. The DCFTA does not create new obligations 

that go beyond Georgia’s obligations under the WTO Agreement on Subsidies and Countervailing 

Measures. On institutional aspects, the DCFTA is largely silent on how competition policy should 

be administered. 

  

                                           
13 For instance, the provision on cooperation on collective management of rights goes beyond the TRIPS Agreement but 
only envisages (i.e. a soft commitment) that the parties’ ‘collecting societies’ conclude agreements with each other in 
order to promote the availability of works, as well as to ensure the mutual transfer of royalties for the use of such works. 
14 This includes specific rules for patents for medicinal and plant protection products, which go beyond TRIPS.  
15 Decision No 1/2016 of the GI Subcommittee of 10 November 2016 amending Annex XVII-C and Part B of Annex XVII-
D to the AA; Decision No 1/2018 of the GI Subcommittee of 14 March 2018 modifying Annexes XVII-C and XVII-D to 
the AA; Decision No 1/2020 of the GI Subcommittee of 23 January 2020 replacing Annexes XVII-C and XVII-D to the 
AA. 



 

7 

Trade-related energy 

The AA contains two separate chapters on energy – one under the DCFTA headings on trade-

related issues (Chapter 11 of Title IV in the EU-Georgia AA) and another on broader cooperation 

on energy policy. Both chapters include references to the Energy Community Treaty (ECT), to 

which Georgia became a full party in 2017. In the event of a conflict between the provisions of 

these chapters and the provisions of the ECT, the latter shall prevail (Article 218).  

The DCFTA chapter on ‘trade-related’ energy applies basic free trade provisions to the electricity, 

crude oil and natural gas sectors. Customs duties and quantitative restrictions on the import and 

export of energy goods are generally prohibited. Energy prices for the supply of gas and 

electricity to industrial consumers must be determined solely by market prices. This chapter 

includes provisions on cooperating on infrastructure, establishing an independent regulatory 

authority, and on exploring and producing hydrocarbons. 

Regarding the transit of energy goods, these chapters incorporate elements of Article V GATT 

1994 and of Article 7 of the 1994 Energy Charter Treaty, both of which assure the freedom of 

transit. Furthermore, there are provisions (Article 213) that ensure that transmission system 

operators minimise the risk of accidental interruption or stoppage of transit and transport. But 

a party must not be held responsible for an interruption of supply over which it has no control. 

 

Transparency  

The DCFTA also includes a chapter on transparency (Chapter 12), which requires Georgia to 

establish ‘an effective and predictable regulatory environment for economic operators and 

efficient procedures, including for SMEs, taking due account of the requirements of legal certainty 

and proportionality’. This chapter also covers rules on administrative and ‘review and appeal’ 

procedures. According to the latter, each party shall establish or maintain impartial and 

independent courts, or other independent tribunals or procedures, for the purpose of the prompt 

review and, where warranted, correction of administrative actions in areas covered by the 

DCFTA. 

 

Trade and sustainable development 

Chapter 13 of Title IV in the EU-Georgia Agreement deals with trade and sustainable 

development (TSD), under which the parties agree to promote trade in such a way that 

contributes to the objective of sustainable development. They also recognise the importance of 

core labour standards, including the Decent Work Agenda, as agreed in the International Labour 

Organization (ILO) Declaration on Social Justice for a Fair Globalisation of 2008; and the value 

of international environmental governance. Additionally, the signatories reaffirmed their 

commitment to multilateral labour standards and agreements to which they are a party. 

Furthermore, the parties also agreed not to reduce environmental or labour protection to 

encourage trade or investment, while including provisions related to conservation and 

sustainability of biological diversity, forest and fish, climate change and scientific evidence. TSD 

Subcommittees monitor progress in this area. 

 

Dispute settlement  

The AA has two different dispute settlement mechanisms (DSMs): one that covers disputes 

related to the Agreement in general but that excludes the DCFTA; and a more detailed one that 

covers only the DCFTA parts. The DSMs in the DCFTA are largely inspired by the WTO Dispute 

Settlement Understanding. If there is a dispute on the interpretation and application of DCFTA 

provisions, the parties will first seek to come to an agreement through consultations. If these 

consultations fail, then the complaining party may request the establishment of an arbitration 

panel to rule on the dispute. Rulings of the arbitration panel shall be binding and each party 

must take the necessary measures to comply with them. This DCFTA’s DSM is without prejudice 

to possible dispute settlement under the WTO. However, the parties are not allowed to pursue 

dispute settlement under both systems at the same time. 

The DCFTA includes several specific features. First, some elements of the DCFTA are excluded 

from the DSM, such as parts of the chapter on trade remedies, and competition. Second, as 
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regards energy disputes, the DCFTA DSM foresees quicker procedures if one party considers that 

dispute settlement is urgent because of an interruption in the transport of gas, oil or electricity, 

or a threat thereof. This procedure should allow the parties to react in a swift manner to potential 

energy disputes. Third, there is a procedure that obliges the arbitration panel to ask the Court 

of Justice of the European Union (CJEU) for a binding preliminary ruling where a dispute concerns 

the interpretation and application of EU law (i.e. EU legislation mentioned in the Annexes to the 

Agreement). This procedure aims to ensure uniform interpretation and application of EU 

legislation without jeopardising the exclusive jurisdiction of the CJEU to interpret EU law. The 

Agreement’s chapter on dispute settlement also features mechanisms for mediation and 

transparency.  

 

Institutional framework 

The Agreement establishes a comprehensive institutional framework, which plays a crucial role 

in the monitoring and implementation process (see Figure 1, below).  

Figure 1. Institutional framework for supervising and monitoring the application and the 

implementation of the Association Agreement 

Source: European Commission, DG NEAR.  
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ANNEX B: EVALUATION FRAMEWORK 

Figure 2. Intervention hypothesis – Georgia 

 

 

Main assumptions for 
coherence: 

- The DCFTA has been 
coherent with the EU’s trade 
and neighbourhood policies 
(EQ10) 

- The DCFTA has been coherent 
with the EU’s commitment to 
sustainable development in 
trade policies (EQ11) 

Main assumptions for 
efficiency: 

- The DCFTA has been efficient 
in achieving its objectives 
(EQ6) 

- The costs associated with the 
DCFTA are proportionate to 
the benefits it has generated 

(EQ7) 
- The costs and benefits have 

been proportional among the 
different stakeholder groups 
and interests (EQ8) 

- The DCFTA has not led to 
unnecessary regulatory costs 
(EQ9) 

Main assumptions for 
relevance: 

- The DCFTA is still relevant 
to address the current trade 
needs and issues of the EU 
and Georgia (EQ12) 
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ANNEX C: ANALYSIS OF THE ECONOMIC EFFECTS (TASK 11) 

1. Stakeholder consultations 

The results of the stakeholder consultations are quite positive regarding the DCFTA’s impact on 

trade between Georgia and the EU. Economic and other benefits are clearly perceived, and there 

is little indication of any unintended negative consequences. More specifically, these benefits are 

associated, among others, with the increase of export opportunities and market diversification, 

export of new products, entry on new markets in the EU, increased investment in export-oriented 

production, start of production of new products, etc. At first sight this seems difficult to reconcile 

with the quantitative analysis on trade and macroeconomic effects of the DCFTA, which does not 

find significant positive effects of the Agreement. The model-based quantitative analysis is bound 

to find a low effect given that (in the Computable General Equilibrium (CGE) model) the main 

effect of the DCFTA is to facilitate trade in manufactured goods. However, as discussed earlier, 

Georgia mainly exports non-manufactured goods to the EU such as raw materials, as well as 

some agricultural products and beverages. As a result, the model is bound to find small effects. 

The stakeholders seem to perceive other benefits of the DCFTA that are not captured by the 

model. The introduction of EU norms and standards in production could potentially support the 

facilitation of exports in manufactured goods.  

 

2. Quantitative analysis 

Table 3. Mirror statistics, trade in goods between Georgia and the EU, EUR million 

 
EU imports 

from Georgia 
(Comext) 

Georgia’s 
exports to 

the EU 
(Geostat) 

Difference 
EU exports 

from Georgia 
(Comext) 

Georgia’s 
imports from 

the EU 
(Geostat) 

Difference 

2008 735 228 3 1,255 1,194 1.1 

2009 516 170 3 935 954 1.0 

2010 567 233 2 1,213 1,106 1.1 

2011 614 305 2 1,603 1,473 1.1 

2012 583 275 2 2,068 1,890 1.1 

2013 667 457 1 2,028 1,706 1.2 

2014 659 470 1 1,909 1,785 1.1 

2015 735 581 1 1,846 1,877 1.0 

2016 521 511 1 1,968 2,013 1.0 

2017 663 580 1 2,018 1,970 1.0 

2018 647 617 1 2,114 2,164 1.0 

2019 677 732 1 2,099 2,150 1.0 

Source: authors’ calculations based on data from Comext and National Statistics Office of Georgia (Geostat).  

 

The figure below presents results for EU imports from Georgia. Each point on the graph 

represents a month between January 2010 and December 2020, with those above the 45 degree 

line (red line in the graph) representing months where short-term growth was greater than long-

term growth, i.e. those months where EU imports from Georgia gained momentum. Furthermore, 

the dots with red points single out the months where momentum was gained after the signing 

of the DCFTA in 2014. As can be seen from the graph, most of the months that exhibited 

momentum gain (69%) did so after 2014, which suggests that the DCFTA did in fact introduce 

dynamism to Georgia’s exports to the EU. 
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Figure 3. Momentum graph for EU imports from Georgia 

 
Source: authors’ calculations based on EU Comext database. 

 

The figure below presents corresponding results for EU exports to Georgia. The yellow points 

indicate those months where momentum gain was after 2014, in this case in 82% of the months 

when momentum was gained.  

Figure 4. Momentum graph for EU exports from Georgia 

 
Source: authors’ calculations based on EU Comext database. 
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Figure 5. Structural Change Index for EU imports from Georgia in manufactured and non-

manufacturing goods 

 

Source: authors’ calculations based on EU Comext data. 

 

Figure 6. HHI for EU imports from Georgia in manufactured goods 

  
Source: authors’ calculations based on EU Comext database. 

The index, which varies between 0 and 1, measures the degree of concentration in any 

distribution. A value below 0.01 indicates no concentration at all, a value between 0.01 and 0.15 

indicates an unconcentrated industry, a value between 0.15 and 0.25 suggests moderate 

concentration and any value above 0.25 indicates a high degree of concentration in the trade 

flow of services. The Hirschman-Herfindahl Index (HHI) was calculated for every month, starting 

in July 2014.16 The idea, in this case, was to investigate whether any increases/decreases in the 

concentration of merchandise trade (measured at 4 digit product level) took place since the 

signing of the DCFTA.  

                                           
16 The HHI is calculated as the sum of the square of the shares of each product at HS-4 level. 
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Table 4. The DCFTA’s impact on EU imports from Georgia in particular sectors 

  EUR million Impact 

  With DCFTA Without DCFTA EUR million % 

Transport services  456 454 2 0.5% 

Processed food  18 16 2 12.3% 

Other services  372 370 2 0.5% 

Non-ferrous metals  36 35 2 4.5% 

Beverages and tobacco  37 35 1 3.3% 

Fruit and vegetables  157 156 1 0.7% 

Other agri-food  14 13 1 8.6% 

Chemicals 52 52 1 1.0% 

Cereals  1 1 0 38.3% 

Other manufacturing products  14 14 0 2.2% 

Iron and steel  34 34 0 0.9% 

Mining  147 147 0 0.1% 

Wearing apparel  18 18 0 0.8% 

Other primary  41 41 0 0.2% 

Leather products  6 6 0 1.1% 

Electronic and optical products  4 3 0 1.2% 

Electrical equipment  4 4 0 1.1% 

Motor vehicles and parts  5 5 0 0.8% 

Manufactured goods 3 3 0 1.0% 

Machinery and equipment  3 3 0 1.0% 

Pharmaceuticals  2 2 0 1.0% 

Rubber and plastics  1 1 0 0.9% 

Oilseeds and plant-based oils  0 0 0 1.0% 

Textiles  0 0 0 1.1% 

Source: authors’ calculations based on CGE model. 
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Table 5. The DCFTA’s impact on EU exports to Georgia in particular sectors 

  EUR million Impact 

  With DCFTA Without DCFTA EUR million % 

Other agri-food  105 72 34 45.4% 

Other manufactured products  522 500 22 4.3% 

Processed food  109 89 21 22.7% 

Rubber and plastics  48 38 11 26.9% 

Chemicals 155 147 8 5.4% 

Beverages and tobacco  41 35 6 15.6% 

Manufactured goods  72 71 1 1.7% 

Fruit and vegetables  6 5 1 17.5% 

Mining  5 4 1 14.9% 

Electrical equipment  80 80 1 0.7% 

Non-ferrous metals  24 24 0 0.2% 

Oilseeds and plant based oils  6 6 0 0.2% 

Other primary  17 17 0 -0.1% 

Iron and steel  30 30 0 -0.1% 

Cereals  4 4 0 -0.5% 

Textiles  23 23 0 -0.1% 

Wearing apparel  51 51 0 -0.1% 

Leather products  24 24 0 -0.3% 

Electronic and optical products  158 158 0 -0.1% 

Machinery and equipment  237 237 0 -0.1% 

Transport services  85 85 0 -0.4% 

Motor vehicles and parts  143 143 0 -0.3% 

Pharmaceuticals  185 185 -1 -0.3% 

Other services  270 271 -1 -0.4% 

Source: authors’ calculations based on CGE model. 

 

Figure 7. EU imports from Georgia, top 20 best performing products in 2014 and 2019 

 
Source: authors’ calculations based on EU Comext database. 
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Figure 8. EU exports to Georgia, top 20 best performing products in 2014 and 2019 

 
Source: authors’ calculations based on EU Comext database. 

 

Table 6. EU imports from Georgia 

Source: authors’ calculations based on EU Comext database. 
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Code and short name 
% of total 

 in 2014 
% of total 

in 2019 
Change 

2603 Copper ores and concentrates 22.52% 41.78% 19.26% 

3102 Mineral or chemical nitrogenous fertilizers 6.21% 6.29% 0.08% 

2709 Petroleum oils and oils obtained from bituminous 
minerals, crude 

22.10% 5.46% -16.64% 

802 Other nuts 22.74% 5.37% -17.37% 

2710 Petroleum oils and oils obtained from bituminous 
minerals  

22.84% 2.79% -20.05% 

2204 Wine of fresh grapes 1.95% 2.56% 0.62% 

4011 New pneumatic tyres 0.02% 2.39% 2.37% 

2201 Waters 1.76% 1.92% 0.16% 

2208 Undenatured ethyl alcohol; spirits, liqueurs and other 
spirituous beverages 

3.10% 1.75% -1.35% 

7112 Waste and scrap of precious metal  1.31% 1.46% 0.16% 

7202 Ferro-alloys 4.91% 1.29% -3.62% 

7404 Waste and scrap of copper 0.89% 1.26% 0.37% 

6109 T-shirts, singlets and other vests, knitted or crocheted 3.89% 1.23% -2.66% 

6307 Made-up articles of textile materials 0.00% 1.18% 1.17% 

2707 Oils and other products of the distillation of high 
temperature coal tar 

0.59% 0.97% 0.38% 

6202 Women's or girls' overcoats, car coats, capes, cloaks, 
anoraks 

0.80% 0.87% 0.07% 

2008 Fruits, nuts and other edible parts of plants 0.94% 0.72% -0.23% 

6104 Women's or girls' suits, ensembles, jackets, blazers, 
dresses, skirts, divided skirts, trousers, bib and brace overalls, 
breeches and shorts, knitted or crocheted  

1.06% 0.71% -0.34% 

2820 Manganese oxides 0.52% 0.71% 0.20% 

2905 Acyclic alcohols and their derivatives 1.34% 0.70% -0.64% 
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Table 7. EU exports to Georgia 

Code and short name 
% of total 

in 2014 

% of total 

in 2019 
Change 

2710 Petroleum oils and oils obtained from bituminous 
minerals 

25.33% 15.07% -10.26% 

3004 Medicaments for therapeutic or prophylactic uses 8.40% 9.81% 1.41% 

8703 Motor cars and other motor vehicles  5.12% 5.14% 0.02% 

2208 Undenatured ethyl alcohol; spirits, liqueurs and other 
spirituous beverages 

1.52% 1.85% 0.33% 

8517 Telephone sets 1.03% 1.54% 0.51% 

9018 Instruments and appliances used in medical, surgical, 
dental or veterinary sciences 

0.90% 1.45% 0.56% 

8704 Motor vehicles for the transport of goods 1.20% 1.32% 0.11% 

8430 Machinery for earth, minerals or ores; pile-drivers and 
pile-extractors; snowploughs and snowblowers 

0.06% 1.09% 1.03% 

3304 Beauty or make-up preparations and preparations for 
the care of the skin; manicure or pedicure preparations 

0.59% 1.08% 0.49% 

9403 Furniture and parts thereof 0.81% 0.96% 0.15% 

9021 Orthopaedic appliances; hearing aids and other 
appliances 

0.37% 0.95% 0.58% 

1701 Cane or beet sugar and chemically pure sucrose 0.35% 0.94% 0.60% 

8701 Tractors 0.83% 0.93% 0.10% 

8471 Automatic data-processing machines and units thereof; 
magnetic or optical readers 

1.12% 0.90% -0.22% 

2106 Food preparations 0.41% 0.85% 0.45% 

3002 Human blood; animal blood; antisera and other blood 
fractions and immunological products; vaccines, toxins, 

cultures of micro-organisms and similar products 

0.59% 0.80% 0.21% 

8708 Parts and accessories for tractors, motor cars and other 
motor vehicles 

1.05% 0.77% -0.28% 

3303 Perfumes and toilet waters 0.47% 0.75% 0.28% 

8702 Motor vehicles for the transport of >= 10 persons 0.07% 0.72% 0.66% 

6907 Ceramic flags and paving, hearth or wall tiles 0.06% 0.71% 0.65% 

Source: authors’ calculations based on EU Comext database. 
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Table 8. Exports from Georgia to the EU vis-à-vis the reference countries 

 EU Azerbaijan Russia China 

  
EUR 

million 

% of 
Georgia’s 

total 
exports 

EUR 
million 

% of 
Georgia’s 

total 
exports 

EUR 
million 

% of 
Georgia’s 

total 
exports 

EUR 
million 

% of 
Georgia’s 

total 
exports 

2009 170 21.0% 119 14.6% 15 1.9% 4 0.5% 

2010 233 18.4% 193 15.3% 26 2.1% 20 1.6% 

2011 305 19.4% 306 19.5% 26 1.7% 21 1.3% 

2012 275 14.9% 488 26.4% 36 2.0% 20 1.1% 

2013 457 20.9% 535 24.4% 144 6.6% 26 1.2% 

2014 470 21.8% 410 19.0% 207 9.6% 68 3.2% 

2015 581 29.3% 217 10.9% 147 7.4% 113 5.7% 

2016 511 26.7% 138 7.2% 187 9.8% 157 8.2% 

2017 580 23.9% 243 10.0% 352 14.5% 179 7.3% 

2018 617 21.6% 430 15.0% 371 13.0% 169 5.9% 

2019 732 21.6% 454 13.4% 444 13.1% 199 5.9% 

Source: authors’ calculations based on Geostat data. 

 

Table 9. Imports to Georgia from the EU vis-à-vis the reference countries 

  EU Turkey Russia China 

  
EUR 

million 

% of 
Georgia’s 

total 
imports 

EUR 
million 

% of 
Georgia's 

total 
imports 

EUR 
million 

% of 
Georgia's 

total 
imports 

EUR 
million 

% of 
Georgia's 

total 
imports 

2009 954 29.7% 564 17.6% 208 6.5% 125 3.9% 

2010 1,106 28.0% 668 16.9% 219 5.5% 253 6.4% 

2011 1,473 29.0% 919 18.1% 279 5.5% 379 7.5% 

2012 1,890 30.1% 1,144 18.2% 371 5.9% 478 7.6% 

2013 1,706 28.2% 1,062 17.6% 440 7.3% 461 7.6% 

2014 1,785 27.6% 1,301 20.1% 432 6.7% 552 8.5% 

2015 1,877 28.5% 1,196 18.2% 564 8.6% 529 8.0% 

2016 2,013 30.3% 1,223 18.4% 615 9.3% 495 7.5% 

2017 1,970 27.6% 1,216 17.1% 699 9.8% 649 9.1% 

2018 2,164 27.3% 1,248 15.7% 791 10.0% 706 8.9% 

2019 2,150 25.3% 1,444 17.0% 873 10.3% 767 9.0% 

Source: authors’ calculations based on Geostat data. 
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Figure 9. Sectoral composition of Georgia's exports to Azerbaijan in 2014 

 

Source: Observatory of Economic Complexity (OEC). 

 

 

 

Figure 10. Sectoral composition of Georgia's exports to Azerbaijan in 2019 

 

Source: OEC. 

 



 

19 

Figure 11. Sectoral composition of Georgia's exports to Russia in 2014 

 

Source: OEC. 

 

 

 

Figure 12. Sectoral composition of Georgia's exports to Russia in 2019 

 

Source: OEC. 
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Figure 13. Sectoral composition of Georgia's exports to China in 2014 

 

Source: OEC. 

 

 

Figure 14. Sectoral composition of Georgia's exports to China in 2019 

 

Source: OEC. 
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Figure 15. Sectoral composition of Georgia’s imports from Turkey in 2014 

 

Source: OEC. 

 

Figure 16. Sectoral composition of Georgia's imports from Turkey in 2019 

 

Source: OEC. 
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Figure 17. Sectoral composition of Georgia's imports from Russia in 2014 

 

Source: OEC. 

 

 

Figure 18. Sectoral composition of Georgia's imports from Russia in 2019 

 

Source: OEC. 
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Figure 19. Sectoral composition of Georgia's imports from China in 2014 

 

Source: OEC. 

 

 

Figure 20. Sectoral composition of Georgia's imports from China in 2019 

 

Source: OEC. 
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Table 10. Preference utilisation rates on EU imports from Georgia 

Product 2017 2018 2019 

All products 78% 75% 77% 

I. Animals & animal products 51% 0% 0% 

II. Vegetable products 98% 98% 99% 

III. Animal or vegetable fats 100% 99% 99% 

IV. Prepared foodstuffs 96% 94% 93% 

V. Mineral products 12% 0% 0% 

VI. Chemical products 95% 93% 78% 

VII. Plastics & rubber 1% 0% 0% 

VIII. Hides & skins, leather 4% 13% 65% 

IX. Wood & wood products 98% 97% 19% 

X. Wood pulp products       

XI. Textiles & textile articles 53% 66% 82% 

XII. Footwear, headgear 0% 0% 38% 

XIII. Articles of stone, plaster, cement, asbestos 93% 6% 3% 

XIV. Pearls, (semi-)precious stones & metals 1% 52% 9% 

XV. Base metals & articles thereof 68% 75% 82% 

XVI. Machinery & mechanical appliances 0% 36% 68% 

XVII. Transportation equipment 0% 0% 0% 

XVIII. Instruments - measuring, musical 0% 0% 0% 

XIX. Arms & ammunition 0% 50% 71% 

XX. Miscellaneous 51% 46% 57% 

XXI. Works of art       

Other products       

Source: European Commission (DG Trade). 

Table 11. Preference utilisation rate of EU exports to Georgia 

Product 2017 2018 2019 

All products 83% 84% 85% 

I. Animals & animal products 98% 99% 97% 

II. Vegetable products 71% 72% 66% 

III. Animal or vegetable fats 94% 89% 86% 

IV. Prepared foodstuffs 90% 91% 92% 

V. Mineral products 90% 86% 86% 

VI. Chemical products 75% 77% 77% 

VII. Plastics & rubber 76% 75% 75% 

VIII. Hides & skins, leather    

IX. Wood & wood products 73% 83% 86% 

X. Wood pulp products    

XI. Textiles & textile articles    

XII. Footwear, headgear    

XIII. Articles of stone, plaster, cement, asbestos 80% 84% 84% 

XIV. Pearls, (semi-)precious stones & metals 21% 32% 16% 

XV. Base metals & articles thereof 66% 63% 75% 

XVI. Machinery & mechanical appliances 29% 6% 26% 

XVII. Transportation equipment 0% 0% 0% 

XVIII. Instruments - measuring, musical    

XIX. Arms & ammunition    

XX. Miscellaneous    

XXI. Works of art    

Other products    

Source: European Commission (DG Trade). 
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Table 12. Notifications on sanitary and phytosanitary measures (SPS) 

 Year Issue 

G/SPS/N/GEO/23 2015 Living modified organisms (LMO) 

Source: WTO. 

 

Table 13. Notifications on technical barriers to trade (TBT) 

  Year Issues 

G/TBT/N/GEO/76 2014 Lifts 

G/TBT/N/GEO/77 2014 Pressure vessels  

G/TBT/N/GEO/78 2014 Pressure vessels  

G/TBT/N/GEO/79 2014 Recreational craft  

G/TBT/N/GEO/80 2014 Cableway  

G/TBT/N/GEO/81 2014 Boilers  

G/TBT/N/GEO/82 2014 Safety of construction  

G/TBT/N/GEO/83 2014 Safety of gas pipelines 

G/TBT/N/GEO/84 2014 Tobacco, tobacco products and related equipment 

G/TBT/N/GEO/85 2014 Safety of gas pipelines 

G/TBT/N/GEO/86 2014 Air quality, Air quality in general, Workplace atmospheres 

G/TBT/N/GEO/87 2014 Ambient atmospheres 

G/TBT/N/GEO/88 2014 Radiation protection 

G/TBT/N/GEO/89 2015 Water 

G/TBT/N/GEO/90 2015 Protection against fire explosion 

G/TBT/N/GEO/91 2015 Wastes and landfill  

G/TBT/N/GEO/92 2015 Wood  

G/TBT/N/GEO/93 2016 Protection of and in buildings 

G/TBT/N/GEO/94 2016 Buildings  

G/TBT/N/GEO/95 2016 Wastes  

G/TBT/N/GEO/96 2016 Wastes  

G/TBT/N/GEO/97 2016 Safety on roads 

G/TBT/N/GEO/98 2016 Road construction 

G/TBT/N/GEO/100 2017 Lighters 

G/TBT/N/GEO/99 2017 
Misleading products which endanger the health or safety of 

consumers 

G/TBT/N/GEO/101 2017 Waste 

G/TBT/N/GEO/102 2017 Liquid fuel 

G/TBT/N/GEO/103 2017 Road transport  

G/TBT/N/GEO/104 2018 Airports 

G/TBT/N/GEO/105 2018 Cement, Plastic pipes, Reinforcement, Cables 

G/TBT/N/GEO/106 2018 Cement, Plastic pipes, Reinforcement, Cables 

Source: WTO. 
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Table 14. Use of EU TRQ by Georgian exporters 

  2014 2015 2016 2017 2018 2019 
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Garlic 2,200 0 0% 0 0% 0 0% 0 0% 0 0% 0 0% 

Source: EU Comext database. 

Table 15. Estimated real gross value added (GVA) growth and regional contribution to growth, 

2014-2019 

Indicator Region Value 

Average annual real GVA growth  Georgia 5.2% 

Average contribution to real GVA growth 

Tbilisi 2.7% 

Adjara  0.9% 

Imereti* 0.6% 

Kvemo Kartli 0.4% 

Kakheti 0.2% 

Samegrelo-Zemo Svaneti 0.2% 

The remaining regions** 0.2% 

Shida Kartli 0.0% 

Source: authors’ calculations based on Geostat data. 
* Includes Racha-Lechkhumi and Kvemo-Svaneti; **Samtskhe-Javakheti, Guria, Mtskheta-Mtianeti 
Note: real-value GVA figures were estimated using Georgian consumer price index (CPI) with 2019 as the base year. 

 

Figure 21. Distribution of gross value added (GVA) by region (at current prices, GEL million) 

 

Source: authors’ calculations based on Geostat data. 
* Includes Racha-Lechkhumi and Kvemo-Svaneti; **Samtskhe-Javakheti, Guria, Mtskheta-Mtianeti 
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Figure 22. Average monthly remuneration of employed persons (at current prices, GEL) 

 

Source: authors’ calculations based on Geostat data. 

 

 

Figure 23. Employment by region (thousand) 

 
Source: authors’ calculations based on Geostat data. 
* Includes Racha-Lechkhumi and Kvemo-Svaneti; **Samtskhe-Javakheti, Guria, Mtskheta-Mtianeti. 
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Figure 24. Industry output by region (at current prices, GEL million) 

 
Source: authors’ calculations based on Geostat data. 
* Includes Racha-Lechkhumi and Kvemo-Svaneti; **Samtskhe-Javakheti, Guria, Mtskheta-Mtianeti. 

 

 

Table 16. Real remuneration growth by region, 2014-2019 

Region 2014 2015 2016 2017 2018 2019 Average 

Tbilisi 1% 7% 0% 7% 2% 0% 3% 

Mtskheta-Mtianeti  1% 7% -3% 1% -5% 6% 1% 

Adjara AR 7% 25% -3% -2% 4% 4% 6% 

Kvemo Kartli  -2% 11% -8% 4% 1% 0% 1% 

Samegrelo-Zemo Svaneti  -1% 4% -3% 12% 12% -4% 3% 

Samtskhe-Javakheti  -4% -4% 3% 3% 1% 5% 1% 

Imereti  -1% 17% -3% 10% -1% 1% 4% 

Kakheti  -1% 11% 2% 3% 14% 2% 5% 

Shida Kartli  6% 8% 2% -1% 15% 1% 5% 

Guria 16% 58% -24% 12% 15% -11% 11% 

Racha-Lechkhumi and Kvemo Svaneti 7% 4% 8% 4% -2% 15% 6% 

Source: authors’ calculations based on Geostat data. 
Note: real-value remuneration figures were estimated using Georgian CPI with 2019 as the base year. 
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Figure 25. EU imports from Georgia by sector 

 
Source: authors’ calculations based on Balanced Trade in Services (BaTIS) database. 

 

 

Figure 26. EU exports to Georgia by sector 

 
Source: authors’ calculations based on BaTIS database. 
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Table 17. Georgia’s exports of services to reference countries vis-à-vis to the EU  

  Russia United States China EU 

  
USD 

million 

% of 
Georgia's 

total 
imports 

USD 
million 

% of 
Georgia's 

total 
imports 

USD 
million 

% of 
Georgia's 

total 
imports 

USD 
million 

% of 
Georgia’s 

total 
exports 

2009 33 2.7% 155 12.6% 29 2.4% 401 32.5% 

2010 49 3.2% 270 18.0% 51 3.4% 401 26.7% 

2011 130 7.1% 272 14.7% 60 3.2% 494 26.7% 

2012 180 8.5% 338 15.9% 67 3.1% 511 24.0% 

2013 343 14.3% 290 12.1% 86 3.6% 605 25.2% 

2014 360 14.0% 392 15.3% 116 4.5% 614 23.9% 

2015 364 14.8% 281 11.4% 130 5.3% 603 24.5% 

2016 382 15.1% 236 9.4% 155 6.1% 618 24.5% 

2017 453 15.4% 308 10.5% 178 6.1% 737 25.1% 

2018 480 14.5% 346 10.4% 189 5.7% 887 26.7% 

2019 486 14.4% 335 10.0% 193 5.7% 906 26.9% 

Source: authors’ calculations based on BaTIS database. 

 

Table 18. Georgia’s imports of services from reference countries vis-à-vis from the EU  

  United States Turkey China EU 

  
USD 

million 

% of 
Georgia's 

total 

imports 

USD 
million 

% of 
Georgia's 

total 

imports 

USD 
million 

% of 
Georgia's 

total 

imports 

USD 
million 

% of 
Georgia’s 

total 

imports 

2009 193 17.0% 64 5.7% 27 2.4% 506 44.4% 

2010 187 15.2% 68 5.5% 40 3.2% 522 42.6% 

2011 250 17.6% 82 5.8% 58 4.1% 564 39.6% 

2012 254 15.9% 93 5.8% 61 3.9% 628 39.4% 

2013 288 16.5% 108 6.2% 66 3.8% 683 39.2% 

2014 314 16.2% 124 6.4% 74 3.8% 795 41.1% 

2015 268 15.3% 109 6.2% 69 3.9% 717 40.9% 

2016 254 15.6% 104 6.4% 68 4.2% 612 37.5% 

2017 296 16.1% 114 6.2% 81 4.4% 690 37.5% 

2018 315 15.0% 132 6.3% 90 4.3% 791 37.8% 

2019 326 14.8% 144 6.5% 96 4.4% 859 39.0% 

Source: authors’ calculations based on BaTIS database. 
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Table 19. Direct investment of Georgia at home and abroad (USD million) 

  2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

Inward FDI stocks % 
of GDP 

72.1 75.2 69.2 68.5 74.6 82.3 99.3 106.5 119.7 104.3 110.5 

Outward FDI stocks 
% of GDP 

5.9 7.3 6.6 6.9 7.5 9.3 11.5 13.2 14.5 13.6 15.2 

Return on direct 
investment at home 

3.4 5.4 8.0 7.1 6.4 5.7 4.3 6.6 7.4 6.9 7.1 

Return on direct 
investment abroad 

8.3 13.9 17.7 27.9 11.0 13.3 10.9 9.2 12.8 12.1 8.6 

Net payment on all 
investment as % of 
GDP 

-3.8 -4.7 -6.0 -4.7 -5.9 -5.4 -5.9 -8.8 -9.4 -7.8 -9.0 

Net payments on FDI 
as % of GDP 

-1.8 -2.8 -4.1 -2.4 -3.7 -3.2 -2.7 -5.6 -6.7 -5.4 -6.4 

NIIP % of GDP -101 -103 -97 -101 -102 -108 -133 -140 -150 -131 -137 

Source: authors’ calculations based on data from IMF, BoP and International Investment Position statistics (BOP/IIP).  

 

Table 20. Direct investment of Georgia at home and abroad (USD million)17  

  2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

Inward FDI 
stocks % of 
GDP 

72.1 75.2 69.2 68.5 74.6 82.3 99.3 106.5 119.7 104.3 110.5 

Outward FDI 
stocks % of 
GDP 

5.9 7.3 6.6 6.9 7.5 9.3 11.5 13.2 14.5 13.6 15.2 

Return on 
direct 
investment at 
home 

3.4 5.4 8.0 7.1 6.4 5.7 4.3 6.6 7.4 6.9 7.1 

Return on 
direct 
investment 
abroad 

8.3 13.9 17.7 27.9 11.0 13.3 10.9 9.2 12.8 12.1 8.6 

Net payment on 
all investment 
as % of GDP 

-3.8 -4.7 -6.0 -4.7 -5.9 -5.4 -5.9 -8.8 -9.4 -7.8 -9.0 

Net payments 
on FDI as % of 
GDP 

-1.8 -2.8 -4.1 -2.4 -3.7 -3.2 -2.7 -5.6 -6.7 -5.4 -6.4 

Financial account 

Direct 
investment 

-685 -730 -987 -751 -919 -1430 -1420 -1245 -1709 -966 -1029 

Net acquisition 
of financial 
assets 

-24 190 183 217 127 407 316 413 209 294 312 

Cumulated 
flows 

                    2643 

Net incurrence 
of liabilities 

661 921 1170 968 1047 1837 1735 1658 1918 1260 1341 

                                           
17 In this table we compared the sum of the flows and the change in the stocks in 2014-2019. The numbers were of a 
similar order of magnitude (change in stocks is around 0.2 higher than cumulated flows in both assets and liabilities). 
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  2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

Cumulated 
flows 

                    14516 

International Investment Positions 

Direct 
investment 

802 1083 1183 1407 1525 1868 1950 2234 2478 2640 2940 

Δ stocks                     2138 

Direct 
investment 

7762 8753 9992 10855 12035 13593 13893 15306 18061 18354 19346 

Δ stocks                     11584 

Flows/Stocks: 
Assets 

         0.8 -505 

Flows/Stocks: 
Liabilities 

                   0.8 -2932 

NIIP -10826 -11966 -13943 -16019 -16418 -17865 -18555 -20117 -22625 -23097 -23901 

NIIP % of GDP -101 -103 -97 -101 -102 -108 -133 -140 -150 -131 -137 

Source: authors’ calculations based on data from IMF, BoP and International Investment Position Statistics (BOP/IIP). 

 

Table 21. EU foreign direct investment (FDI) stocks in Georgia (USD million) 

  
2015 2019 

% Share 
2015 

% Share 
2019 

% Change 
2015-2019 

Growth 
2015-2019 

Total 13,762.8 19,283.3     

EU counties (28) 7,612.7 11,168.7 55.3 57.9 2.6 46.7 

Cyprus 365.1 1,226.1 4.8 11.0 6.2 235.9 

Luxembourg 697.4 976.2 9.2 8.7 -0.4 40.0 

Malta 177.3 561.0 2.3 5.0 2.7 216.5 

Netherlands 2,340.0 1,806.2 30.7 16.2 -14.6 -22.8 

United Kingdom 1,433.8 2,476.6 18.8 22.2 3.3 72.7 

             

CIS countries 3,212.8 4,780.5 23.3 24.8 1.4 48.8 

Azerbaijan 2,733.1 4,031.6 19.9 20.9 1.0 47.5 

Russia 213.2 388.7 1.5 2.0 0.5 82.3 

Other main investors       

China 589.7 716.4 4.3 3.7 -0.6 21.5 

United Arab Emirates 640.8 871.3 4.7 4.5 -0.1 36.0 

Turkey 715.2 1,211.9 5.2 6.3 1.1 69.5 

United States 322.9 599.4 2.3 3.1 0.8 85.7 

Other countries 4,021.0 5,547.5 29.2 28.8 -0.4 38.0 

Source: authors’ calculations based on data from Geostat. 

Table 22. Greenfield FDI, cumulative inflows (USD million) 
 

2003-2018 2008-2013 2014-2018 

Total inflows 18,619 10,456 8,163 

Greenfield FDI 18,192 11,040 3,931 

Source: UNCTAD, based on information from the Financial Times Ltd, FDI markets (www.fdimarkets.com). 

http://www.fdimarkets.com/
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Figure 27. Imports (from) and FDI stocks (in) Georgia (% of EU total) 

 

Source: authors’ calculations based on data from Geostat and UNCTAD. FDIs are the stocks as of 2019 and imports are 

average annual imports from Georgia in 2014-2019.  

 

 

Table 23. EU FDI inflows in Georgia across sectors (USD million) 
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Financial sector 29 38 85 66 49 102 148 53 262 199 259 267 1,022 

Trade, 
education, social 
services 

47 22 26 54 76 74 41 61 76 34 173 227 459 

Manufacturing     46 117 64 187 73 110 77 155 118 228 720 

Energy sector 35 47 120 45 76 186 54 67 176 106 90 323 680 

Mining     11 11 10 38 75 32 41 56 57 32 300 

Transport and 
communications 36 38 126 95 60 127 45 9 45 -10 33 354 250 

Other sectors 83 107 79 77 90 122 380 84 130 57 -73 435 699 

Total 229 252 492 466 425 836 816 416 808 597 656 1,864 4,130 

Source: authors’ calculations based on data from Geostat. 

Note: the category ‘other sectors’ includes health and social work, agriculture, fishing, construction, hotels and 
restaurants, industry, real estate, renting and business activities. 
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Table 24. Georgia’s international rankings 

  2014 2019 

World Bank’s Doing Business [2014] [2019] 8th out of 189 6th out of 190 

World Bank’s Enterprise Survey [2013] [2019] Corruption was 
not an obstacle 
for business 

operations for 
85.8% of 
respondents  

Corruption was 
not an obstacle 
for business 

operations for 
80.2% of 
respondents 

Transparency International’s Global Corruption Barometer 
[2013] 

4% people report 
having paid a 
bribe 

 

Transparency International’s Corruption Perception Index 
[2014] [2019] 

51st out of 180 44th out of 180 

Heritage Foundation’s Index of Economic Freedom [2014] 

[2019] 

22nd out of 178 16th out of 180 

Source: authors’ compilation. 

 

Difference in Differences Model 

Two Difference in Differences (DiD) models were estimated, one for Georgia’s exports and one 

for its imports. The data, which cover 2009 to 2019, are monthly HS 4 level data for Georgia’s 

31 main trading partners. The countries used for both Georgia’s exports and imports are: 

 

Countries considered in the DiD model 

Austria Ireland 

Azerbaijan Italy 

Belgium Latvia 

Bulgaria Lithuania 

China Luxembourg 

Croatia Malta 

Cyprus Netherlands 

Czech Republic Poland 

Denmark Portugal 

Estonia Romania 

Finland Russia 

France Slovakia 

Germany Slovenia 

Greece Spain 

Hungary Sweden 

 United Kingdom 
 

The monthly data was used to create three panel dummy variables, each one capturing different 

effects on Georgia’s trade flows. These were: 

 Treatment: This dummy was used to capture the control countries, previously defined 

by DG Trade. In the case of Georgia’s exports, the dummy variable was 1 if Georgia 

exported to Russia, Azerbaijan or China, and 0 otherwise. In Georgia’s imports, the 

dummy was 1 if China imported from China, Russia or Turkey, and 0 otherwise. 

 Period: In this case, the dummy variable was 0 for all values prior to January 2014 and 

1 otherwise. The same dummy variable was used for both exports and imports. 

 Interaction: In this case, the dummy was defined as simply the product of 

treatment*period. 

https://www.doingbusiness.org/en/reports/global-reports/doing-business-2014
https://www.doingbusiness.org/en/reports/global-reports/doing-business-2019
https://microdata.worldbank.org/index.php/catalog/1930/data-dictionary/F1?file_name=Georgia-2013-full%20data
https://microdata.worldbank.org/index.php/catalog/3732/data-dictionary/F2?file_name=georgia_2019_full_data.dta
https://images.transparencycdn.org/images/2013_GlobalCorruptionBarometer_EN_200525_112757.pdf
https://www.transparency.org/en/cpi/2014/index/
https://www.transparency.org/en/cpi/2019/index/
https://www.heritage.org/index/pdf/2014/book/index_2014.pdf
https://www.heritage.org/index/pdf/2019/book/index_2019.pdf
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Using the dummies, the two linear panel regression models were estimated using total 

export/import values (euro variable) as the dependent variable, i.e. 

 

Georgia’s exports 

 

Dependent Variable: EURO   

Method: Panel Least Squares  

Date: 09/02/21   Time: 01:51  

Sample (adjusted): 2010M01 2019M12  

Periods included: 120   

Cross-sections included: 31  

Total panel (balanced) observations: 3720 

     
     Variable Coefficient Std. Error t-Statistic Prob. 

     
     C 302707.8 68661.83 4.408677 0.0000 

D_TREATMENT 514531.4 220136.4 2.337330 0.0195 

D_PERIOD 192816.2 88973.24 2.167126 0.0303 

D_INTERACTION 2170925. 290273.4 7.478896 0.0000 

EURO(-12) 0.708409 0.015198 46.61276 0.0000 

     
     Root MSE 2502304.     R-squared 0.497381 

Mean dependent var 1494793. 

    Adjusted R-

squared 0.496840 

S.D. dependent var 3530035.     S.E. of regression 2503988. 

Akaike info criterion 32.30601     Sum squared resid 2.33E+16 

Schwarz criterion 32.31437     Log likelihood -60084.18 

Hannan-Quinn criter. 32.30899     F-statistic 919.0710 

Durbin-Watson stat 1.455836     Prob(F-statistic) 0.000000 

     
      

Georgia’s imports 

 

Dependent Variable: EURO   

Method: Panel Least Squares  

Date: 09/02/21   Time: 12:43  

Sample: 2009M01 2019M12   

Periods included: 132   

Cross-sections included: 31  

Total panel (balanced) observations: 4092 

     
     Variable Coefficient Std. Error t-Statistic Prob. 

     
     C 2256845. 160019.2 14.10359 0.0000 

D_TREATMENT 13137447 514389.6 25.53988 0.0000 

D_PERIOD 1301698. 216667.0 6.007828 0.0000 

D_INTERACTION 13760309 696486.8 19.75674 0.0000 

     
     Root MSE 6555627.     R-squared 0.500550 

Mean dependent var 4964579.     Adjusted R-squared 0.500183 

S.D. dependent var 9277292.     S.E. of regression 6558834. 

Akaike info criterion 34.23150     Sum squared resid 1.76E+17 

Schwarz criterion 34.23768     Log likelihood -70033.65 

Hannan-Quinn criter. 34.23369     F-statistic 1365.667 

Durbin-Watson stat 0.439335     Prob(F-statistic) 0.000000 
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Note that a lagged value of the dependent variable was used in the case of Georgia’s export DiD 

model in order to capture some auto-regressive behaviour in the dependent variable. This was 

not the case for Georgia’s import model. Furthermore, as can be seen, both models are 

statistically robust. 

Finally, in order to quantify the impact of the DCFTA on Georgia’s export and import flows, as 

captured through the estimated coefficient of the interaction dummy variable, we proceeded to 

calculate its value as a proportion of Georgia’s exports (respectively, imports). In the first case, 

this turned out to be 2,170,925/61,697,517 = 3.5% (average monthly Georgian exports to the 

31 countries during January 2014 to December 2019). Similarly, the estimated impact of the 

DCFTA on Georgia’s imports was 13,760,309/191,008,106 = 7.2% (average monthly imports 

from the 31 countries during January 2014 to December 2019 was 191,008,106). 

 

Figure 28. Remittances to and from Georgia (USD million) 

 

Source: National Bank of Georgia. 

 

 

Figure 29. Remittances YoY growth rate decomposition by country 

 

Source: National Bank of Georgia. 
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Figure 30. Total monthly remittances to and from Georgia (USD million) 

 

Source: National Bank of Georgia.
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Table 25. Remittances to and from Georgia – total and top 20 partners (USD million) 

  
2014 2015 2016 2017 2018 2019 

Inflow Outflow Net Inflow Outflow Net Inflow Outflow Net Inflow Outflow Net Inflow Outflow Net Inflow Outflow Net 

Total 1,440 178 1,262 1,080 171 909 1,153 194 959 1,387 210 1,177 1,580 230 1,350 1,561 212 1,349 

Russia 709 73 636 433 78 355 395 87 307 455 90 366 457 90 367 385 70 315 

Italy 121 4 118 109 3 106 123 3 120 149 3 145 193 4 189 215 4 212 

Greece 205 19 186 118 11 107 125 11 114 142 9 133 171 10 161 173 9 164 

US 82 2 80 100 3 97 128 4 124 142 4 138 160 5 155 162 4 157 

Israel 24 2 22 33 2 31 61 3 58 119 5 114 151 5 147 148 4 144 

Turkey 64 5 59 69 6 62 87 10 77 110 18 92 106 24 82 87 30 57 

Ukraine 31 19 12 21 19 2 21 22 0 27 22 4 29 26 3 38 24 14 

Kyrgyzstan 4 4 1 1 2 -1 1 3 -1 3 3 -1 11 4 7 24 4 20 

Germany 24 4 20 27 3 23 30 3 26 34 4 30 41 4 37 45 4 41 

Spain 28 2 26 27 1 25 31 2 29 36 2 34 42 2 39 43 3 40 

Kazakhstan 18 3 14 15 4 11 12 4 8 14 4 9 16 5 11 23 6 17 

Azerbaijan 18 8 10 16 7 8 15 9 6 16 10 6 20 12 8 20 13 7 

Poland 1 1 0 1 1 1 1 1 1 3 1 2 18 2 17 29 2 27 

France 12 3 9 11 2 9 12 2 10 15 2 12 19 3 17 24 3 21 

Armenia 8 6 2 6 5 2 7 7 0 7 7 1 9 8 2 11 7 5 

UK 15 2 13 16 1 15 17 1 16 16 1 15 16 1 15 15 1 14 

Cyprus 6 0 6 4 0 4 5 0 4 6 0 6 12 0 11 14 1 13 

Canada 7 0 7 7 0 7 9 0 9 11 0 11 13 1 12 13 1 12 

Uzbekistan 4 4 0 4 4 0 4 4 0 4 5 0 4 4 -1 4 5 -1 

UAE 5 1 4 5 1 4 7 1 6 8 2 7 10 2 8 8 2 6 

Source: National Bank of Georgia. 
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ANNEX D: ASSESSMENT OF REGULATORY APPROXIMATION (TASK 12) 

Assessment of the state of play of regulatory approximation to EU acquis in the ‘Group 

1’ areas (Task 12.1) 

SPS 

Regulation (EU) No 1169/2011 on the provision of food information to consumers 

Georgia approximated its legislation to this regulation by way of Government Decree N301 ‘On 

Approval of Technical Regulation for Providing the Consumers with the Information about Food’, 

which was adopted in 2016 and entered into force on 1 March 2019. 

This technical regulation aims to safeguard the rights of consumers in relation to information on 

food and ensure the efficient functioning of the internal market. It establishes general principles 

and requirements regarding information on food labels and procedures for the provision of 

information. The regulation applies to food products intended for final consumers, including food 

provided by/to mass caterers.  

 

TBT 

Regulation (EU) No 305/2011 laying down harmonised conditions for the marketing of 

construction products 

According to the DCFTA, Georgia’s legislation must be approximated to Regulation (EU) No 

305/2011 in 2022. The Government of Georgia decided to approximate the country’s legislation 

on key construction products such as cement, reinforcing steel, electric cables and plastic pipes 

in 2018, and on gypsum plasterboards later in 2020, justifying this early approximation by the 

need to have high quality construction products on the market. The remaining construction 

products are to be approximated by the end of 2022 as per the DCFTA approximation agenda. 

Harmonised standards for these products have been approved and published by the National 

Agency for Standards and Metrology.  

In order to ensure the smooth implementation of the regulation, an electronic system has been 

developed, allowing importers to upload documentation to the joint website of the Market 

Surveillance Agency (MSA) and the Revenue Service (RS) before a product is imported as 

required by Regulation (EU) 2019/1020. The documentation is submitted to both the RS and the 

MSA at the same time and allows for a risk-based assessment, making customs surveillance 

much more effective. It must be mentioned that other products are gradually being integrated 

into the system as well.  

 

Public procurement 

Open tender case ‘an electronic tender on the procurement of electric equipment (electric 
motors, generators etc.)’ was announced by the JSC Georgian State Electrosystem (procurement 

notice SPA190005130; 30.10.2019) with a value of GEL 139,136. Tender conditions included 

the submission of relevant documentation proving 10 years of experience of the manufacturer 

or its subsidiary in manufacturing and supplying goods offered to EU countries (the so-called 

Reference List). Three companies submitted an application for the bid and participated in the 

bidding procedure. Three rounds of bids were conducted and the winner was selected by the 

Tender Procurement Commission. One applicant was disqualified for failing to provide more 

specific information as requested by the Tender Commission according to the legislation. One 

bidder submitted a complaint to the Dispute Resolution Council (DRB) and requested the 

cancelation of the decision of the Tender Committee (of the contracting authority) on granting 

the procurement contract, and a revision of the Reference List insofar as it related to the 10-

year experience criterion. As indicated in the complaint, the authentication check of the 

information about the 10-year experience condition presented by the competitor had not been 

checked properly by the Tender Committee, which relied on the submitted Reference List only. 

The appellant provided grounds for reasonable doubt regarding the correctness of the references 

submitted by the winner. The DRC reviewed the complaint and upheld it, forcing the Tender 

Committee to review its decision. As a result, the Tender Committee cancelled its earlier decision 
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and sent the submitted documentation (by the interested party) to the technical consultant for 

additional revision. As a result, the interested party (winning company) was disqualified and the 

procurement contract was awarded to the appellant company. 

 

Customs procedures 

Based on the Global Enabling Trade Report 2016, corruption is unlikely in customs clearance 

processes in Georgia, and businesses indicated that bribes to customs agents were very rare.18 

The Corruption Perception Index19 in Georgia remains unchanged, at 56 points in both 2020 and 

2019.20 According to the World Bank’s latest Enterprise Survey (2019), Georgia achieves the 

best score in almost all areas covered by the indicator on preventing corruption.21 The 

percentage of firms expecting to give gifts to obtain an import licence is 0%, compared with 

5.6% in Eastern Europe and Central Asia. The average of all 144 countries covered by the survey 

is 12.3%. And, according to the Trade Facilitation Indicators (2019) published by the 

Organisation for Economic Co-operation and Development (OECD), Georgia outperforms – or is 

close to – the best performance in the Europe and Central Asia region as regards information 

availability, involvement of the trade community, simplification and harmonisation of documents, 

automation of border processes, streamlining of procedures, and internal border agency 

cooperation.22 The country’s performance improved between 2017 and 2019 in the areas of 

information availability, streamlining of procedures, governance and impartiality. 

 

Assessment of the fitness of the legislative procedures (Task 12.3) 

SPS 

Regulation (EU) No 1169/2011 on the provision of food information to consumers  

As mentioned under sub-task 12.1, Georgia introduced this regulation in 2016, in compliance 

with the requirements set out therein, except for those parts that are specific to the EU Member 

States and are not applicable to Georgia, such as articles related to the responsibilities of the 

Commission and communication with the European Food Safety Authority. Before its adoption, 

there was continuous dissatisfaction from the consumers’ side that labels did not contain 
sufficient information about food products, or that they contained misleading information. 

Respectively it was argued that consumer rights were not protected.  

Before the elaboration of the approximated legislation, the National Food Agency (NFA) 

conducted an analysis of the respective EU regulation. The regulation introduced additional 

requirements for labelling information, namely information regarding food safety and a nutrition 

declaration and lists of ingredients or their derivatives causing allergy. In addition, the regulation 

defined the font size, and specified that the information on food should be accurate, clear and 

easily understandable for consumers. Consequently, its implementation required additional 

compliance costs to be borne by the business sector, and especially by SMEs. Lack of necessary 

financial resources and technical expertise among food business operators were identified as a 

potential hindrance to proper implementation.  

Considering the factors above and the transparency requirements of the DCFTA, before its 

adoption the technical regulation underwent public discussions with interested parties. As a 

result of these discussions, the government took the interests of the business sector into 

consideration and introduced a two-year transitional period (till 2018) for the application of the 

regulation. 

Together with key stakeholders, consumers and businesses, the Business Ombudsmen was also 

involved in the consultation process. As a result of additional consultations, the transitional 

                                           
18 Global Enabling Trade Report 2016, http://reports.weforum.org/global-enabling-trade-report-2016/; Georgia 
Corruption Report, www.ganintegrity.com/portal/country-profiles/georgia/ 
19 The Corruption Perceptions Index ranks countries and territories based on how corrupt their public sector is perceived 
to be. A country or territory’s score indicates the perceived level of public sector corruption on a scale of 0 (highly 
corrupt) to 100 (very clean). See https://tradingeconomics.com/georgia/corruption-index 
20 https://tradingeconomics.com/georgia/corruption-index 
21 Derived from the ‘Enterprise Survey – Georgia’, World Bank, Washington, D.C., 2013, 
www.enterprisesurveys.org/data/exploreeconomies/2013/georgia#2 
22 https://sim.oecd.org/Simulator.ashx?lang=En&ds=TFI&d1c=eca&d2c=geo  

http://reports.weforum.org/global-enabling-trade-report-2016/
http://www.ganintegrity.com/portal/country-profiles/georgia/
https://tradingeconomics.com/georgia/corruption-index
https://tradingeconomics.com/georgia/corruption-index
file://///cepshq/Gdrive/PUBS/_CEPS%20Paperbacks/Paperbacks%202021/RLI_3%20Handbooks_3%20edition/Georgia%203%20final/www.enterprisesurveys.org/data/exploreeconomies/2013/georgia%232
https://sim.oecd.org/Simulator.ashx?lang=En&ds=TFI&d1c=eca&d2c=geo
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period was further prolonged for one year (till 2019). The main reason for this prolongation was 

smoother implementation of the regulation. The preparation of labels according to the new 

regulation, apart from compliance costs, was related to some technical problems, such as 

communication with suppliers (in the case of some imported products), time needed to change 

labels, and lack of technical capacity of local producers to apply new labelling and test the 

products on allergens, which was not required before. Considering these factors, immediate 

introduction of this regulation could have caused a shortage of certain products on the market. 

As a result of implementation of this regulation, consumers receive more detailed information 

about products, which has increased both the possibility of choice and market competition.  

Yet, the introduction of the aforementioned regulation caused some unintended negative 

consequences. EU norms on product labelling caused some problems in terms of importing some 

EU products, since some suppliers are organised on a regional basis with other states (mainly 

former Soviet Union countries) that do not comply with the EU labelling requirements. 

Considering Georgia’s small market size, it is not commercially attractive for suppliers to apply 

EU labelling on a relatively small volume of products intended for export to Georgia. 

Respectively, additional efforts and resources are required to diversify supply channels, for 

example switching to those producers who produce products for the EU market with the EU 

labelling requirements.23  

 

Regulation (EC) No 852/2004 on the hygiene of foodstuffs  

This regulation was approximated by way of by Decree N534 of the Government of Georgia (16 

October 2015), which is fully in force and amended the existing Decree N17324 on general 

hygiene rules. Decree N534 sets out the general hygiene obligations for food/feed production, 

including primary production, processing and distribution at all stages and respectively, to 

business operators engaged in these activities. However, a business operator that carries out 

food/feed production and distribution is allowed to apply rules differently if it can justify that the 

general hygiene requirements have been met. Furthermore, this rule does not apply to certain 

types of activities and business operators, such as: household production; business operators 

who, in accordance with the Food Safety Code, have the status of small business; business 

operators who apply traditional methods of production; artisanal food/feed production, 

processing and/or distribution carried out in a mountainous region; and business operators who 

process raw materials for gelatine and collagen production. The decree is in compliance with the 

respective EU legal act, except for those parts that are specifically relevant to the EU Member 

States, and those that are not applicable to Georgia such as articles related to communication 

with the Commission and the European Food Safety Authority. 

 

TBT 

Directive 95/16/EC concerning lifts  

The draft Government Decree was discussed with interested stakeholders. One of the main 

factors contributing to comparatively smooth implementation of the regulation is, among others, 

the fact that there is no local production of lifts in Georgia, and thus the regulation does not 

require any adjustments related to local producers. Since most lifts are imported, the importers 

have switched to suppliers whose products meet the relevant requirements. 

As a result of implementation of the approximated legislation, safety requirements for lifts placed 

on the market or in operation were introduced, which in turn led to increased safety of lifts. 

Newly imported lifts comply with the relevant EU standards. However, a considerable portion of 

lifts on the market are not produced according to these standards, given that they are from the 

Soviet era. According to rough estimations, there are 15,000 operating lifts in the country, the 

majority of which are from the Soviet era. Such lifts are also checked against safety standards 

                                           
23 This issue was revealed through the stakeholder interviews within the framework of this project, and from focus groups 
held in 2020 as part of the 3DCFTAs project. 
24 Government Decree N173 on the Approval of General Hygiene Rule of Food / Feed Producing Enterprise / Distributor 
and Implementation of Surveillance, Monitoring and State Control in Food Safety, Veterinary and Plant Protection. 
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by the respective bodies. During the last four years, 180 inspections of lifts have been carried 

out, checking the relevant documentation issued by the private accredited bodies. 

Since the adoption of the regulation, manufacturers have been testing their products according 

to EU standards. Inspections at the border and visits to the facilities of local manufacturers 

considerably changed the overall picture. Thus, since the adoption of this regulation, the quality 

of construction products placed on the Georgian market has substantially improved. While the 

share of compliant construction products was 15-20% before adoption, nowadays 90-95% of 

construction products comply with the relevant EU standards. During the last two years, 156 

inspections of various construction products have been conducted and 13,781 construction 

products have been checked at the border.  

 

Assessment of alignment in ‘Group 2’ areas (Task 12.4) 

IPR 

To protect pharmaceutical-related and plant patents through the introduction of a supplementary 

protection certificate, the DCFTA extends a maximum five-year protection period of 

pharmaceutical and plant patented products if the product has been subject to an administrative 

authorisation procedure. Though the certificate is an EU legal instrument25 intended to offset the 

loss of patent protection due to the lengthy period that is usually required when going through 

marketing authorisation procedures, it is a remarkable measure that such patent extension is 

often applied only when an ‘administrative authorisation procedure’ causes unreasonable delays 

(e.g. US-China Trade and Economic Agreement, 2020). However, in accordance with the 

DCFTA26 and as is the case in the EU, as long as an administrative authorisation procedure is 

underway, a maximum five-year patent extension will be granted, even in the absence of 

unreasonable delays. This measure is in addition to the benefits derived from the Patent 

Cooperation Treaty (PCT),27 in terms of simultaneous patent protection, to which Georgia and 

the EU Member States are contracting parties.  

 

Trade-related energy 

The energy acquis encompasses electricity, gas, renewable energy, climate, oil, environment, 

energy efficiency, statistics (e.g. on energy consumption of households), infrastructure, national 

regulatory authority, competition and state aid, and cybersecurity (of critical infrastructures, 

such as energy networks). The ECT Secretariat monitors contracting partners’ implementation 

of the energy acquis. 

 

Competition 

An important step in bringing Georgian legislation closer to the DCFTA was the EU-funded project 

‘Support to the Georgian Competition Agency’, which was launched in 2017 and ended in 2020.28 

The main objectives of the project were the enhancement of law enforcement capacity and 

professional skills of the Competition Agency, support of institutional capacity building, and 

improvement of the legal framework.29 One of the major developments of the project was the 

initiation in Parliament of legal amendments to the law of Georgia on Competition in June 2019.30 

On 4 November 2020, the first package of amendments and their subsequent specifications in 

                                           
25 The supplementary protection certificate is supported by a series of EU directives. For details, see https://ec.europa 
.eu/growth/industry/policy/intellectual-property/patents/supplementary-protection-certificates_en  
26 Article 186 EU-Georgia DCFTA.  
27 By filing one international patent application under the PCT, applicants can simultaneously seek protection for an 
invention in presently 153 PCT-contracting states. For details, see www.wipo.int/pct/en/  
28 EU Technical Assistance Project ‘Support to the Georgian Competition Agency’, https://competition.ge/about-
us/projects 
29 Ibid. 
30 Ibid. For more information on the purposes of the project, the enhancement of legal and institutional framework, and 
capacity building, see https://competition.ge/about-us/projects 

https://ec.europa.eu/growth/industry/policy/intellectual-property/patents/supplementary-protection-certificates_en
https://ec.europa.eu/growth/industry/policy/intellectual-property/patents/supplementary-protection-certificates_en
http://www.wipo.int/pct/en/
https://competition.ge/about-us/projects
https://competition.ge/about-us/projects
https://competition.ge/about-us/projects
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major bylaws concerning competition enforcement entered into force. The procedural norms of 

the Council became effective on 1 June 2021.31  

Overall, the amendments apply to procedural norms, separation of competences between the 

Competition Agency and regulatory bodies, effective mechanisms for controlling concentrations, 

and structure of the Agency.32 These amendments assist in better protecting the rights of the 

parties in competition-related legal proceedings and ensuring procedural justice. Legislative 

changes include new functions and enforcement tools of the Agency, a better system of merger 

control procedures, and an improved model of enforcement of competition in the regulated 

sectors of the economy, and are based on the respective EU directives and regulations.  

 The Agency has the right to request information from the undertakings, and they will be 

obliged to provide to the Agency the requested information. Otherwise, the Agency has the 

power to impose fines on the undertaking. The Competition Agency has the right to carry 

out unannounced onsite inspections on the basis of court decisions, to make a commitment 

decision and to elaborate a statement of objection. In these parts, the legislation comply 

Council Regulation (EC) No 1/2003 on the implementation of the rules on competition laid 

down in Articles 81 and 82 of the Treaty on the Functioning of the European Union (TFEU), 

and Commission Regulation (EC) No 773/2004 of 7 April 2004.  

 Concentration control mechanisms are improved: a two-phase concentration examination 

system (simple and complex cases) is introduced; a timeframe for examining concentration 

notifications is extended; a sanctioning system is established for cases of gun-jumping; and 

structural and behavioural remedies are introduced. In the area of concentration, Georgian 

legislation comply Council Regulation (EC) No 139/2004 of 20 January 2004 on the control 

of concentrations between undertakings (the EC Merger Regulation) and Commission notice 

on remedies acceptable under Council Regulation (EC) No 139/2004 and under Commission 

Regulation (EC) No 802/2004 (2008/C 267/01). 

 

Assessment of the enforcement of new provisions and the institutional framework 

(Task 12.5) 

SPS  

The National Food Agency (NFA) is the main institution responsible for the implementation of 

food safety regulations and reforms envisaged by the DCFTA. It operates under the Ministry of 

Environmental Protection and Agriculture of Georgia (MEPA), and is established on the basis of 

the Food/Feed Safety, Veterinary and Plant Protection Code. The NFA, together with MEPA, is 

actively involved in the process of approximation of the SPS legislation with DCFTA requirements 

and its enforcement. Different departments are involved in the implementation of the SPS 

requirements within the NFA, such as the Food Safety Department and Veterinary Department.  

In order to establish an effective food safety system in accordance with EU requirements, the 

NFA annually puts together a risk-based state control programme that, among others, 

determines the number of inspections to be conducted. Also, the Food Monitoring Plan includes 

the number of samples of food placed on the market that must be taken, food types and research 

parameters. The NFA performs both planned and unplanned onsite inspections of business 

operators on the basis of risk assessment. Unplanned inspections are done without prior 

notification to business operators. The number of inspections conducted is increasing annually.33 

The NFA also conducts market monitoring and, if necessary, takes products placed on the market 

for laboratory analysis to check their compliance with the defined standards. 

The EU provides substantial assistance with the implementation of food safety regulations 

envisaged by the DCFTA. Currently, there is a two-year (2019-2021) twinning project underway, 

‘Ensuring further progress of SPS and food safety system in Georgia’, the objective of which is 

to improve the efficiency, accessibility, accountability and transparency of the Georgian public 

                                           
31 Kluwer Competition Law Blog, http://competitionlawblog.kluwercompetitionlaw.com/2020/11/16/upgrading-georgias-
competition-legislation-new-obligations-and-balancing-benefits-for-market-players/; ‘Most of the amendments to the 
Law on Competition will come into force on November 4’, https://competition.ge/media/press-releases/145 
32 Deepening EU–Georgian Relations, Third edition, 2021, Competition Policy chapter, The Law of Georgia on 
Competition. 
33 In the period 2014 to 2019, the number of total inspections increased by 215%, among which the number of planned 
inspections increased by 219%, non-planned by 66% and inspections for re-check by 215%. 

http://competitionlawblog.kluwercompetitionlaw.com/2020/11/16/upgrading-georgias-competition-legislation-new-obligations-and-balancing-benefits-for-market-players/
http://competitionlawblog.kluwercompetitionlaw.com/2020/11/16/upgrading-georgias-competition-legislation-new-obligations-and-balancing-benefits-for-market-players/
https://competition.ge/media/press-releases/145


 

44 

institutions in accordance with European principles of public administration and best practices. 

The NFA was a beneficiary of the EU CIB (Comprehensive Institution Building, phase I) 

programme, through which it received substantial assistance for capacity building and legislative 

approximation, and importantly for the development and upgrading of infrastructure. Georgia 

has a beneficiary of the EU CIB from 2012. The EU allocated EUR 14.6 million to this programme. 

Within the framework of the CIB III phase, the EU provides support to the NFA, among others, 

in legislative approximation, increasing institutional capacities of the Agency and increasing 

awareness among business operators on the EU regulations.34 The EU ENPARD programme 

phase IV, which is ongoing, is more focused on improving food safety and security. The EU 

allocated EUR 55 million to ENPARD IV, which includes budget support (EUR 31 million) and 

technical assistance and grants (EUR 24 million). 

The NFA has regional offices in all regions of Georgia. The main sources of funding of the NFA 

are allocations from the state budget and fees received for services rendered. 

The budgetary allocations of the NFA from the state budget are increasing. From 2014 to 2019 

they increased by GEL 37.9 million, amounting to GEL 66.6 million. In the same period, the 

NFA’s own income increased by GEL 4.7 million, reaching GEL 7.7 million. The overall budget 

(including state budget allocations and own income) increased by GEL 42.6 million, and in 2019 

amounted to GEL 74.2 million. In 2019, 1,409 people were employed in the NFA (up from 1,076 

in 2014).35  

 

TBT 

The main functions related to implementation of the DCFTA requirements in the TBT area are 

carried out by the Ministry of Economy and Sustainable Development of Georgia (MoESD). 

Several institutions are involved in the implementation of the DCFTA, all of them being 

subordinated to the MoESD. These institutions are: the Georgian National Agency for Standards 

and Metrology (GEOSTM), the Georgian Accreditation Center (GAC) and the recently established 

MSA. Before the establishment of the MSA in 2020, the market surveillance function in the TBT 

area was fulfilled by the Technical and Construction Supervision Agency. 

 

Ministry of Economy and Sustainable Development of Georgia 

The MoESD coordinates the elaboration and implementation of reforms in the TBT area. At the 

MoESD, the TBT-related functions are assigned to the Foreign Trade Policy Department, which 

includes two divisions. Before 2017, these functions were carried out by the Economic Analysis 

and Policy Department of the MoESD, but after the structural changes in the MoESD, they moved 

to the Foreign Trade Policy Department. Coordination and implementation of policy and reforms 

in the TBT area are under the Division on Trade Negotiations and Coordination of DCFTA 

Implementation, which has four employees. Currently five staff members of the Department 

work on TBT, including the Head of the Department. The source of financing of the Foreign Trade 

Policy Department is the state budget.  

 

Georgian National Agency for Standards and Metrology 

The GEOSTM is one of the key institutions in the area of TBT and has two main functions related 

to metrology and standardisation, allocated to two main structural units: the Institute of 

Metrology, which is in charge of the development and maintenance of state measurements 

standards; and the Department for Standards, which is in charge of development, adoption and 

registration and distribution of standards, and maintenance of the registry of standards, whilst 

at the same time serving as the WTO’s TBT enquiry point. The GEOSTM is actively involved in 

the preparation of drafts of respective Georgian technical regulations, particularly in relation to 

Annex III-A and III-B to the DCFTA TBT chapter, insofar as it is responsible for the availability 

of EU harmonised standards, their linkage and reference in legislative acts.  

                                           
34 EU4Georgia, www.dcfta.gov.ge 
35 Ministry of Finance, state budget execution reports. 

file:///C:/Users/Reynold/Downloads/www.dcfta.gov.ge


 

45 

The GEOSTM receives significant EU support. For example, within the framework of the CIB 

programme, the physical infrastructure of the GEOSTM has been improved, including renovation 

of laboratory premises and modernisation of the equipment base; and the capacities of staff 

have been strengthened. As a result, the GEOSTM has made significant progress in two 

directions: 1) the adoption of EU and international standards, whereby at present more than 

18,000 have been adopted as national standards, of which about 7,000 are international 

standards (ISO/IEC) and about 12,000 are European standards (CEN/CENELEC/ETSI). These 

include harmonised standards, which are particularly important for supporting the 

implementation and legal approximation process to EU legislation in accordance with the DCFTA; 

and 2) the extension of the scope of international recognition of reference laboratories of the 

Metrology Institute. The GEOSTM currently has 64 calibration measurement capability (CMC) 

lines published in KCDB36 in the following measurement fields: electricity, length, mass, small 

volume, pressure, temperature, humidity and ionizing radiation. The GEOSTM became a service 

provider at the regional level and provides calibration services in ionizing radiation, mass, 

temperature, humidity, etc. 

The GEOSTM is a beneficiary of several EU twinning programmes. Two twinning programmes 

have been completed and one programme, on strengthening institutional capacity and human 

development of the GEOSTM according to the best practice of EU Member States, will start in 

the near future.37 

The GEOSTM’s budget relies on two types of income: allocations from the state budget, which 

equate to approximately 40% of its total income, and revenue from its own activities in the form 

of service fees, which equate to approximately 60%. Allocations from the state budget in 2014 

were about GEL 1.5 million, but in 2019 this figure was reduced to GEL 850,000 because of 

increased revenues from its own sources (by 30% during this period) and the financial 

sustainability of this institution. In 2019, the GEOSTM employed 80 people.38 

 

Georgian Accreditation Center 

The main function of the GAC is the accreditation of conformity assessment bodies (CABs). The 

GAC performs accreditation in accordance with international standards with regard to the 

following CABs: testing and calibration laboratories; inspection bodies; medical laboratories; 

personnel certification bodies; product, process and service certification bodies; proficiency 

testing providers; and certification bodies for audit and management systems. 

Since the signing of the AA/DCFTA with the EU, the GAC has benefited from strong support from 

the EU, and over the last years has implemented a number of EU financed projects such as 

twinning and Technical Assistance and Information Exchange (TAIEX). A comprehensive twinning 

project is currently being implemented and will last until September 2022. 

Through EU-financed projects, the GAC is successfully maintaining its European Accreditation 

(EA) Bilateral Agreement, signed in 2017, which implies recognition of the GAC in the following 

areas: calibration, testing, medical laboratories, inspection, certification of persons and 

certification of products. As a result of activities implemented under the ongoing EU-financed 

twinning project, the GAC became an Associate Member of the International Laboratory 

Accreditation Cooperation (ILAC) on 15 January 2021 and the signatory of a membership 

memorandum of the International Accreditation Forum (IAF) on 27 April 2021. Further work 

aimed at full membership of both organisations is ongoing within the framework of this project.  

As part of the twinning project, the GAC is working on upgrading the qualifications of its staff by 

attending various training courses and participation in technical committee meetings at EU level. 

The project also provided expert support to the digitalisation processes of GAC services, which 

will further increase the effectiveness of GAC cooperation with the accredited CABs and increase 

the level of transparency of GAC activities. 

The GAC’s budget relies on two types of income: income from the central budget, which comes 

to approximately 3% of the total budget, and revenue from its own activities, which makes up 

                                           
36 KCDB is a freely available web resource related to the International Committee for Weights and Measures (CIPM) 
Mutual Recognition Arrangement. 
37 European Commission, Calls for Proposals and Tenders; GEOSTM. 
38 Ministry of Finance, state budget. 

https://www.bipm.org/kcdb/cmc/quick-search?keywords=georgia
https://webgate.ec.europa.eu/europeaid/online-services/index.cfm?do=publi.welcome&nbPubliList=50&orderby=typ&orderbyad=Asc&searchtype=AS&pgm=&finpub=&ZGEO=35442&debpub=&ccnt=12037360
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approximately 97%. Thus, the GAC is a financially self-sustainable institution, not dependent on 

state funding. In 2014, state budget allocations to the GAC amounted to GEL 150,000. Budget 

allocations have not increased substantially during the last years, the reason for which is the 

increase in its own income from services provided by almost 378%, reaching GEL 1.5 million in 

2019. The total budget of the GAC in this period increased from GEL 464,700 to GEL 1.6 million. 

Overall, over 90% of budget income is cumulated from the GAC’s own income. The number of 

people employed by the GAC also increased in this period, from 36 to 83.39 

 

Market Surveillance Agency 

The MSA is responsible for fulfilling DCFTA requirements in market surveillance of consumer and 

industrial products. Until 2020, the state body entrusted with these functions was the Technical 

and Construction Supervision Agency (TCSA), operating under the umbrella of the MoESD. With 

the aim of enhancing the efficiency of market surveillance, the MSA as a single responsible 

authority was established in 2020. The MSA conducts market surveillance in accordance with the 

EU’s best practices and performs activities to maximise the level of consumer protection and 

awareness. 

The MSA is involved in the elaboration and implementation of Georgia’s technical regulations 

and legislation adopted within the framework of legal approximation process foreseen by Annex 

III-A and III-B to the DCFTA’s TBT chapter. At present, a total of 20 inspectors perform market 

surveillance of industrial and construction consumer products. Market surveillance inspectors 

check the compliance of products in terms of the required documents, as well as 

physical/chemical characteristics. The MSA also regularly conducts meetings and workshops with 

business representatives and relevant stakeholders in order to raise their awareness with regard 

to product-specific fields. 

In the process of approximation and implementation of market surveillance legislation, market 

surveillance authorities (TCSA first and then MSA) have been actively supported by numerous 

EU projects (twining and technical assistance), which have contributed to the process of 

legislative approximation, and capacity building of staff as well as stakeholders. Also, 

preparatory work for a new twinning project is currently being carried out and is expected to 

commence at the MSA by 2022.  

Taking into account that the number of products subject to market surveillance is gradually 

increasing, and that most of the staff have only recently been employed, the MSA will need 

additional assistance in terms of product-specific training/workshops and topics that have not 

yet been addressed by either ongoing or past projects. 

The MSA is fully funded by the state budget, as well as actively supported by numerous EU 

projects and donor assistance programmes. For 2020, the government allocated GEL 700,000 

to the MSA. The MSA employs 35 people.40 

 

Customs  

Starting from 2006, the Georgian customs policy and administration has undergone significant 

reforms, oriented towards simplifying and increasing the effectiveness of customs procedures 

and administration, and resulting in the creation of the modern customs authority – the Revenue 

Service (RS). The RS operates under the Ministry of Finance (MoF) and is responsible not only 

for tax and customs policies, but also for the administration of trade-related competences, such 

as IPR and SPS. The establishment of modern IT systems, active cooperation with partner 

countries, integrated border management programmes and active participation in international 

customs initiatives have all been instrumental in the continued progress of Georgian customs. 

Permits and licences are managed through a unified e-system, where relevant government 

agencies can upload, register and track documents, thus reducing the need for physical copies 

as well as mitigating risks and saving time. Modern customs clearance zones make it possible to 

release goods in a very short time. 

                                           
39 Ministry of Finance, state budget execution reports. 
40 Ministry of Finance, state budget. 
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Within the scope of its competence, the RS controls and ensures the legal movement of goods 

via international borders; provides services related to customs clearance, tariff and non-tariff 

measures, phytosanitary, veterinary and border-quarantine control and passport control of truck 

drivers; assesses and collects customs duties; and enforces IPR at customs, etc. The RS is in 

charge of implementing the new Customs Code, which was developed according to the UCC. 

The RS is actively involved in the elaboration and implementation of reforms within the 

framework of the DCFTA, and takes part in the work of the ACTC and its subcommittees, together 

with line ministries/agencies, such as the MoF, the Ministry of Economy and Sustainable 

Development and MEPA (according to theme). The RS is making progress in joining the Common 

Transit Convention (CTC), launching a new computerised transit system (NCTS) and transit 

procedures, and setting the requirements for the relevant IT system. 

Although significant progress has been made in terms of both customs modernisation and 

approximation to relevant EU standards based on DCFTA requirements, including through 

substantial support from the EU, further effort is still needed when it comes to the 

implementation of EU standards, including but not limited to the following areas:  

Customs: smooth implementation of the newly adopted Customs Code, including the drafting of 

implementing provisions and their practical application; achievement of a high level of 

compatibility with the respective programmes of the EU Member States related to Authorised 

Economic Operators (AEOs) permitting mutual recognition agreements; and timely revision of 

the national regulatory framework of the commodity nomenclature. Constant modernisation of 

the customs risk management system is a prerequisite for the implementation of efficient and 

effective customs control.  

SPS: It is essential to implement SPS procedures in accordance with the relevant EU 

requirements and standards, and ensure the existence of infrastructure and equipment 

necessary for the implementation of SPS border control procedures. In previous years, with the 

support of EU-funded programmes and the contribution of the RS, Georgia constructed/upgraded 

and equipped five Border Inspection Posts (BIPs). Among the priorities of Georgia for the coming 

years is the construction of five new BIPs – Kazbegi, Gardabani railway, Batumi seaport, Tbilisi 

Airport and Ninostsminda – which will need EU infrastructural project assistance/support. 

The EU is providing substantial support to the RS to strengthen human capacities and legislative 

approximation. The RS is the beneficiary of EU twinning programmes in the areas of SPS border 

control, simplification of formalities for trade of goods, the Common Transit Convention (CTC), 

a new computerised transit system (NCTS) and taxation.  

The RS is funded by allocations from the state budget and its own income received from services 

provided. From 2014 to 2019, the total budget of the RS increased by 10.3%, from GEL 

145.6 million to GEL 160.4 million, of which its own income from the provision of paid services 

of the RS accounts for 79%. The number of staff employed in the same period increased from 

3,600 to 4,100.41  

 

Public procurement  

The State Procurement Agency of Georgia (SPA) is an independent body, operating under the 

direct supervision of the Government of Georgia (Prime Minister’s Office, Administration of the 

Government of Georgia). Between 2012 and 2014, the SPA was part of the Free Trade and 

Competition Agency established as a result of the merger of two institutions in charge of state 

procurement and competition according to the Swedish model. In 2014, this agency was split 

again into the Competition Agency and the SPA. 

Among the main functions of the SPA are the supervision and monitoring of the public 

procurement process, ensuring the proper functioning of the electronic procurement system, the 

provision of consultancy and recommendations to procuring entities, ensuring the transparency 

of the procurement process, analysis of the procurement process and elaborating 

recommendations for its further development. Importantly, the SPA conducts capacity-building 

activities for procuring entities and for the business sector through its training centre. 

                                           
41 Ministry of Finance, state budget execution reports. 
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The SPA has conducted e-procurement since 2010, when the Unified Electronic System of State 

Procurement was established and the paper-based system was replaced. International 

organisations rate Georgia’s e-procurement system highly. In 2012, the United Nations (UN) 

ranked the Georgian e-procurement system second among 471 candidates from 71 countries in 

the UN Public Service Award. The European Bank for Reconstruction and Development (EBRD) 

ranked Georgia at the top of 26 regional countries in implementation of e-procurement in 2011.42 

In order to further increase the independence and impartiality of dispute resolution, a Dispute 

Resolution Board (DRB), which was initially established at the SPA, was re-established as an 

independent body according to EU recommendations and as part of the implementation of phase 

1 of the public procurement roadmap set out in Annex XVI-B to the DCFTA. 

The SPA is actively involved in the process of approximation of legislation and its enforcement 

in line with the roadmap and action plan for implementation of the public procurement chapter 

of the DCFTA.43 

The SPA benefits from the EU assistance programmes dedicated to strengthening public 

procurement practices in Georgia (twinning), and to strengthening its institutional, human and 

technical capacities in order to support the approximation of Georgia’s legislation to the relevant 

EU acquis and introduce EU and international best practices.44 

The SPA is funded by the state budget, fees paid by contracting authorities and economic 

operators interested in participating in public procurement, and other revenues as permitted by 

Georgian legislation. During the last years, the financial sustainability of the SPA has increased 

substantially and it has become less dependent on the state budget. From 2014 to 2019, its own 

income increased by 12% (GEL 668,000) and reached GEL 6.3 million. During the same period, 

the number of employees increased from 88 to 157.45 Currently, the budget of the SPA is fully 

formed from its own income.  

 

IPR 

The National Intellectual Property Centre of Georgia, Sakpatenti, is a self-funded specialised 

agency operating independently in the area of intellectual property (IP). The core function of 

Sakpatenti is the legal protection of IP rights, examining applications for IP subject matters, 

issuing titles of protection and keeping the respective register. In the field of copyright and 

related rights, a voluntary legal deposit is possible at Sakpatenti. Moreover, Sakpatenti is 

authorised to receive reports and legally prescribed information from collective management 

organisations (CMOs). Sakpatenti manages and maintains an archive and an electronic registry 

of all industrial IPR objects, as well as legal deposits of works. For dispute resolution in IP 

matters, the Chamber of Appeals, an independent, specialised administrative body, was 

established at Sakpatenti. It is authorised to revise decisions taken by Sakpatenti. A database 

of decisions by the Chamber of Appeals is publicly accessible on Sakpatenti’s website,46 which 

ensures transparency and accessibility of IP-related decisions in line with DCFTA obligations. 

Sakpatenti is advancing in the introduction of new technologies in its operations. A new e-filing 

system has been introduced and an electronic database created, simplifying the application 

process for customers. With the support of the European Union Intellectual Property Office 

(EUIPO), Sakpatenti has incorporated three tools into its system – TMView, TMclass and 

Designview – which make it easy for foreign users to obtain information on IP objects registered 

in Georgia.  

To provide capacity-building activities and training for staff and relevant target groups on IP, as 

well as on DCFTA requirements, a national IP training institution has been set up. Training is 

provided by certified IP experts from the World Intellectual Property Organization (WIPO) 

                                           
42 Deepening EU–Georgian Relations: What, Why and How?, 2nd edition. 
43 http://procurement.gov.ge/Files/ShowFiles?id=d984fab7-194b-46aa-924e-8cc7afb2ee60 
44 European Commission, Calls for Proposals and Tenders 
45 Ministry of Finance, state budget execution reports. 
46 Sakpatenti, Decisions of the Chamber of Appeals 

https://euipo.europa.eu/ec2/
https://3dcftas.eu/publications/deepening-eu-ge-relations-what-why-and-how-2
http://procurement.gov.ge/Files/ShowFiles?id=d984fab7-194b-46aa-924e-8cc7afb2ee60
https://webgate.ec.europa.eu/europeaid/online-services/index.cfm?ADSSChck=1643121619223&do=publi.welcome&searchtype=AS&Pgm=7573838&zgeo=35442&ccnt=7573876%2C12037360%2C7573878%2C7573877%2C7573879&debpub=&orderby=upd&orderbyad=Desc&nbPubliList=50&page=1
https://www.sakpatenti.gov.ge/en/search_engine/search/
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Academy, the EUIPO Academy, the United States Patent and Trademark Office (USPTO) and 

other partner organisations. 

Sakpatenti is a beneficiary of EU assistance programmes, such as EUGIPP,47 whose aim is to 

advance the trademark and design system and harmonise it with EU legislation and practices; 

and a twinning project to strengthen institutional capacities in GI protection and control.  

Sakpatenti’s main sources of funding are allocations from the state budget and revenue from 

services provided by this institution, but its budget is formed entirely from its own income. From 

2014 to 2019 Sakpatenti’s budget increased by 24%, amounting to GEL 8.5 million. Sakpatenti 

employed 126 people in 2019.48  

 

Competition 

Between 2012 and 2014, the main institution in charge of competition was the Competition and 

State Procurement Agency, which was established according to the Swedish model, with the 

support of EU experts. In 2014, after the adoption of changes in the Competition Law, the 

Competition and State Procurement Agency was split again and an independent body, the 

Georgian National Competition Agency (GNCA), was established. The main objectives of the 

GNCA are the following: implementing the provisions of the Law of Georgia on Competition; 

further enhancing and developing competition law; preserving a fair competitive environment in 

the country; monitoring and analysing the commodity and services markets; carrying out 

obligatory assessments of the competitive impact of concentrations; conducting investigations, 

detecting violations of competition law, imposing fines and issuing recommendations; and raising 

a competition culture in Georgian society by improving public awareness on competition. The 

GNCA is actively involved in the DCFTA implementation process and has obligations according 

to the DCFTA implementation action plan, namely to develop competition and trade remedy 

fields in line with the EU’s best practices. The legal department at the GNCA is the key unit 

responsible for the implementation of DCFTA obligations.  

The GNCA is accountable to the Prime Minister and the Parliament of Georgia, which means that 

it presents annual reports to them on work performed in the previous year. Importantly, 

according to the law, the GNCA is fully independent in its activities and decision making.  

The GNCA is financed by the state budget of Georgia. However, it also receives revenue from its 

own proceeds, which are fees charged for the consideration of notifications on concentration. At 

present, the GNCA has 60 employees (including technical staff).  

In previous years the GNCA received substantial support from the EU, including a three-year 

funded project ‘Support to the Georgian Competition Agency’ from 2017 to 2020. It is also 

planning to start a twinning programme, which will cover the competition and consumer 

protection fields (as the GNCA will be considered the enforcement body for consumer protection 

policy when Parliament adopts the Law on Consumer Protection). The GNCA’s budget increased 

from GEL 422,900 in 2014 to GEL 2 million in 2019. In 2019, it employed 51 people.49  

                                           
47 European Union Georgia Intellectual Property Project. 
48 Ministry of Finance, state budget execution reports. 
49 Ibid. 
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Energy 

The main public institutions in charge of the energy sector in Georgia are the Ministry of Economy 

and Sustainable Development of Georgia (MoESD) and the Georgian National Energy and Water 

Supply Regulatory Commission (GNERC). The MoESD has a key role in the elaboration of the 

energy policy and supervision of its implementation, while the regulatory functions are assigned 

to GNERC. There are other players in the energy sector, which operate in the gas and electricity 

sector and are also involved in the implementation of the requirements of the AA/DCFTA. These 

organisations are: the Georgian Gas Transportation Company (gas transmission system 

operator), the State Agency of Oil and Gas, the Electricity Market Operator, Georgia Oil and Gas 

Corporation, Georgia State Electrosystem (electricity transmission system operator) and 

Georgian Energy Exchange. 

The MoESD plans and coordinates reforms in the energy sector envisaged by the AA/DCFTA and 

oversees their implementation. Before 2017, these functions were under the Ministry of Energy, 

but after structural reforms in the government, the Ministry of Energy was merged with the 

MoESD and responsibilities related to energy policy implementation under the AA/DCFTA were 

transferred to the MoESD.  

In 2017, Georgia joined the Energy Community. Within the framework of the AA and as a full 

member of the Energy Community Treaty, Georgia is in the process of following the provisions 

of the EU directives and transposing the EU acquis according to the Energy Community work 

programme. Most commitments made in the AA are implemented in the format of the Energy 

Community. 

The MoESD is involved in and coordinates the process of elaboration of legislation in the energy 

sector. After the entry into force of the Agreement, a number of laws were adopted and 

legislative changes implemented, the aim of which was to implement European and Energy 

Community norms. For example, in 2019 a new Law on Energy and Water Supply was adopted, 

which is a key piece of legislation establishing the legal framework for the generation, 

transmission, distribution, supply and trade in electricity and natural gas. The Law considers the 

requirements of several key EU directives and regulations in the energy sector.50 Additionally, 

as part of the Law, the MoESD led the process of elaborating the concept model of the electricity 

market. Currently, work on the concept of the natural gas market model is ongoing. The 

legislation on energy efficiency was also elaborated under the leadership of the MoESD.  

Two departments within the MoESD, which include five divisions, are involved in the coordination 

of energy reforms and policies. The Department of Energy Reforms and International Relations 

includes two divisions on International Relations in Energy Sector and on Energy Efficiency and 

Renewable Energy Policy Promotion. This department consists of 14 staff members. The 

Department of Energy Policy and Investment Projects Department includes three divisions – on 

Energy Projects Development and Monitoring, Energy Projects Legal Provision, and Analysis and 

Planning – and consists of 13 employees. 

The source of financing of the MoESD and respectively the departments involved in energy policy 

and reforms is the state budget. 

 

Telecommunication and postal services 

The main public institutions in charge of the telecommunication and postal sectors in Georgia 

are the MoESD and the Georgian National Communications Commission (ComCom), which is an 

independent body. The MoESD has a key role in the elaboration of policy in the telecom and 

postal areas, as well as supervision of its implementation. The regulatory function in the telecom 

sector is assigned to ComCom. There are private and state (e.g. LTD Georgian Post) companies 

in the telecom and postal sectors. 

The MoESD, through the Communications, Information and Modern Technologies Department 

(hereinafter: the Department) is a policymaking body in the digital field. One of the major 

objectives of Georgia’s policy in this area is to make broadband internet and ICT technologies 

accessible for the population, entrepreneurs and especially for SMEs. The Department promotes 

                                           
50 Directive 2009/72/EC; Regulation (EC) No 714/2009; Directive 2005/89/EC; Directive 2009/73/EC; Regulation (EC) 
No 715/2009; Directive 2004/67/EC. 
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the development of the digital economy and the digital development of the country, and 

implements AA/DCFTA obligations together with all stakeholders in the telecom and postal 

sectors.  

The MoESD is involved in and coordinates the process of elaboration of legislation in the telecom 

and postal sectors. According to the approximation timetable, the deadlines for the 

approximation of six legal acts in the telecommunication services sector were 2017 and 2019. 

These have not been met, but the working process is underway. It is the same situation in the 

postal sector, where Georgia had an obligation to approximate its postal legislation with the 
1997 Postal Services Directives and its two amendments (Directives 2002/39/EC and 2008/6/EC) 

by 2019. 

After the entry into force of the AA, draft laws on e-commerce and post, technical regulation on 

radio equipment and amendments to the Law of Georgia on Electronic Communications were 

prepared. Work is underway on the amendments to the Law of Georgia on Electronic 

Communications in terms of universal services. At the same time, the European Commission 

proposed the alignment of Georgian legislation with Directive (EU) 2018/1972 establishing the 

European Electronic Communications Code (EECC) and repealing Directives 2002/19/EC, 

2002/20/EC, 2002/21/EC and 2002/22/EC in 2020. Currently, the MoESD is working on this 

proposal. If a commitment on harmonisation with the new EECC is made, the obligation to 

harmonise with certain directives (2002/19/EC; 2002/20/ EC; 2002/21/EC; 2002/22/EC) will be 

abolished, and Georgia will become obliged to develop new legislation for harmonisation with 

the EECC. 

Georgia is actively involved in the EU4Digital regional programme, the overall objective of which 

is to eliminate existing obstacles and barriers for pan-European online services for citizens, public 

administrations and businesses, including through the harmonisation of digital environments 

among the Eastern partnership (EaP) countries and the EU. The MoESD acts as a national country 

coordinator for Georgia with respect to the EU4Digital programme. 

In January 2020, the Georgian Government adopted a National Broadband Development 

Strategy (NBDS) to 2025. Prepared with the support of World Bank technical assistance to the 

MoESD and with the support of the EU4Digital programme, the NBDS sets ambitious goals for 

the sector, in line with the EU’s Gigabit Society targets.  

The MoESD led the process of elaborating a new Postal Law, which partly takes into account the 

requirements of the EU’s postal legislation. After discussions with the private sector, an 

agreement was reached on the outstanding issues related to the selection of the universal service 

provider.51 The draft law was further streamlined after consultations with the European 

Commission and EU experts,52 but has not been adopted yet. 

  

                                           
51 The private sector argued that according to the new law, the state company, Georgian Post, was put in a monopoly 
situation. 
52 Deepening EU-Georgian Relations, 3rd edition, Services Chapter. 
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ANNEX E: ANALYSIS OF THE DCFTA’S EFFECTS ON SMES AND CONSUMERS 
(TASK 13) 

1. The DCFTA’s effects on SMEs 

1.1.  SMEs in Georgia 

In 2019, SMEs represented 99.7% of the total number of active companies in Georgia. While 

this share has not changed much since 2014, the number of active SMEs increased by 82% 

between 2014 and 2019. Importantly, the number of active small companies exceeded the 

number of medium companies by 67 times in 2019.  

In 2014 to 2019, the turnover of the SME sector increased by 69%. The growth of medium-sized 

enterprises was relatively high (84%) compared to small ones (59%). However, the share of 

SMEs in total turnover of enterprises decreased from 57% to 45% between 2014 and 2019. SME 

shares in value added, employment and investments in fixed assets remained stable over the 

same period.  

Growth of employment in SMEs was modest from 2014 to 2019 (21%). More than half of the 

SME workforce (around 67%) remain employed in the business sector, where small companies 

source around 46% of employment.  

The highest number of SMEs (more than 35%) operate in the wholesale and retail trade sector, 

followed by construction (around 20%) and manufacturing (about 20%).53 

 

Table 26. Main indicators of SME performance, 2014-2019 (%) 

Indicators 2014 2015 2016 2017 2018 2019 

Share of SMEs in turnover 57 57 56 55 50 45 

Small 35 33 34 32 29 25 

Medium 23 23 22 23 21 19 

Share of SMEs in production value 57 58 58 59 60 58 

Small 32 32 33 34 33 32 

Medium 25 26 25 25 27 26 

Share of SMEs in value added 57 58 58 62 60 59 

Small 33 33 35 36 35 34 

Medium 24 25 24 26 26 25 

Share of SMEs in investment in fixed assets 55 41 47 39 52 52 

Small 40 22 24 25 31 33 

Medium 16 19 23 14 21 19 

Share of SMEs in employment 69 68 67 67 67 65 

Small 47 46 46 46 45 45 

Medium 21 22 21 21 22 20 

Source: authors’ calculations based on data from Geostat. 

 

From 2015 to 2019, on average SMEs accounted for 56% of international trade (55% of imports 

and 56% of exports). SME exports did not see much increase (from USD 1.3 billion to USD 1.8 

billion) while growth in imports was larger, from USD 3.9 billion to USD 5.3 billion in the same 

period. The share of SMEs in imports is roughly the same, while exports are mainly sourced by 

medium-sized companies (30% medium, 19% small).  

 

                                           
53 SME Policy Index: Eastern Partner Countries 2020 

https://www.oecd-ilibrary.org/docserver/8b45614b-en.pdf?expires=1626788147&id=id&accname=guest&checksum=90003708FC215C25AD0B9AA0EB25CFB3
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Table 27. International trade of SMEs, 2015-2019 

Export (USD million) 

  2015 2016 2017 2018 2019 

Change 
2015-
2019 
(%) 

Total exports 2,204.2 2,117.1 2,745.7 3,379.7 3,798.4 72 

SME exports  1,315.4 1,313.0 1,539.9 1,675.9 1,884.9 43 

Share of SMEs (%),  
of which 

60 62 56 50 50  

Medium 29 31 30 27 30  

Small 31 31 26 22 19  

Import (USD million) 

Total imports 7,304.2 7,341.9 8,057.2 9,361.8 9,519.2 30 

SME imports 3,908.0 4,089.2 4,643.5 5,254.6 5,326.6 36 

Share of SMEs (%),  
of which 

54 56 58 56 56  

Medium 23 26 28 27 29  

Small 30 30 30 29 27  

Trade turnover (USD million) 

Total trade 9,508.4 9,459.0 10,802.9 12,741.5 13,317.6 40 

SME trade 5,223.3 5,402.2 6,183.4 6,930.5 7,211.5 38 

Share of SMEs (%), 
of which 

55 57 57 54 54  

Medium 24 27 28 27 29  

Small 31 30 29 27 25  

Source: authors’ calculations based on data from Geostat. 

 

From 2015 to 2019, the overall trade turnover of SMEs with the EU increased by 22%, from 

USD 1.5 billion to USD 1.9 billion. Growth in imports was slightly larger than in exports (22% 

against 20%). Despite the increase in SMEs’ exports to the EU, their share in total trade turnover 

with the EU remains low, and on average accounts for 30% in these years. 

 

Figure 31. Foreign trade of SMEs with the EU, 2015-2019 

 
Source: authors’ calculations based on data from Geostat. 
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Table 28. Foreign trade by size of company, 2015-2019 

Export (USD million) 

  2015 2016 2017 2018 2019 
Change 2015-

2019 (%) 

Total exports, of which 2,204.2 2,117.1 2,745.7 3,379.7 3,798.4 72 

Large 767.3 740.9  1,079.1  1,466.0 1,495.8  95 

Medium 634,635  666.4 816.3  915.9  1,148.6  81 

Small 680,745  646.6  723.6  760.1  736.0  8 

Unknown 121,533  63.3  126.8  237.9  417.7  244 

SME exports 1,315.4 1,313.0 1,539.9 1,675.9 1,884.9 43 

Share of SMEs (%), of which 60 62 56 50 50   

Medium 29 31 30 27 30   

Small 31 31 26 22 19   

Import (USD million) 

Total imports, of which 7,304.2 7,341.9 8,057.1 9,361.8 9,519.2 30 

Large 2,864.2 2,898.9  3,072.0  3,622.6 3,607.1  26 

Medium 1,685.1  1,896.9  2,222.3 2,543.7  2,730.4  62 

Small 2,222.8 2,192.3 2,421.1  2,710.9  2,596.2  17 

Unknown 532.1 353.8  341.6  484.7 585.5  10 

SME imports 3,907,956 4,089,162 4,643,488 5,254,585 5,326,614 36 

Share of SMEs (%), of which 54 56 58 56 56   

Medium 23 26 28 27 29   

Small 30 30 30 29 27   

Trade turnover (USD million) 

Total trade, of which 9,508.4 9,459.0 10,803.0 12,741.4 13,317.6 40 

Large 3,631.4 3,639.8  4,151.1 5,088.5 5,102.8  41 

Medium 2,319.8  2,563.3 3,038.6  3,459.6  3,879.2  67 

Small 2,903.6 2,838.9  3,144.8  3,471.0 3,332.2 15 

Unknown 653.6  417.1 468.4  722.5  1,003.2  53 

SME trade 5,223,335 5,402,164 6,183,404 6,930,514 7,211,478 38 

Share of SMEs (%), of which 55 57 57 54 54   

Medium 24 27 28 27 29   

Small 31 30 29 27 25   

Source: authors’ calculations based on data from Geostat. 

 

SME’s trade with the EU Summary 

The share of SMEs in trade with the EU is roughly around 60%, while SME’s share in Georgia’s 

exports to the EU is even higher and amounts to 70%. However, the share of medium enterprises 

in Georgia’s exports to the EU is nearly six times larger than the share of small enterprises (58% 

and 12%, respectively).  Since the implementation of the DCFTA, the growth is also mainly 

registered in imports and exports of medium sized enterprises (see Table 29 below).  
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Table 29. Georgia’s trade with the EU by size of company, 2015-2019 (USD thousand) 

 
2015 2016 2017 2018 2019 

Export to 
the EU 

Total 
           

644,730  
           

565,675  
           

655,436  
           

729,224  
           

834,947  

Small  
           

242,334  
           

205,157  
           

171,789  
           

138,922  
             

99,647  

Medium 
           

245,019  
           

221,814  
           

277,940  
           

333,659  
           

483,587  

Share of 
SMEs 

                  
75.6  

                  
75.5  

                  
68.6  

                  
64.8  

                  
69.9  

Import 
from the EU 

Total 
       

2,082,429  
       

2,228,083  
       

2,225,015  
       

2,555,197  
       

2,408,419  

Small  
           

573,266  
           

554,556  
           

578,987  
           

681,770  
           

692,451  

Medium 
           

482,544  
           

475,419  
           

531,981  
           

582,914  
           

600,750  

Share of 
SMEs 50.7 46.2 49.9 49.5 53.7 

Total trade 
with the EU 

Total trade 
       

2,727,159  
       

2,793,758  
       

2,880,451  
       

3,284,422  
       

3,243,365  

Small  
           

815,601  
           

759,713  
           

750,775  
           

820,692  
           

792,099  

Medium 
           

727,564  
           

697,232  
           

809,921  
           

916,573  
       

1,084,337  

Share of 
SMEs 56.6 52.2 54.2 52.9 57.9 

Source: data is provided by Geostat upon the request of authors. 

 

1.2.  Case study: textile and apparel 

Apparel sector 

Apparel is among the fast-growing sectors in Georgia’s economy. In 2019, a total of 406 SMEs 

operated in the apparel sector, which is 98% of total active companies in this sector. The share 

of small companies in the total number of active companies was on average 95% between 2014 

and 2019. Since 2014, 158 new SMEs have started operation.  

Figure 32. Number of active companies in the apparel sector, 2014-2019 

 

Source: authors’ calculations based on data from Geostat, Food balance sheet. 

 

In 2014 to 2019, the turnover and production value in the apparel sector more than doubled, 

but mainly large companies contributed to such a high growth, while the performances of SMEs 

improved only slightly (turnover increased by 14%, production value by 18%, value added by 

19% and employment by 11%). 
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Figure 33. Main indicators of apparel sector performance, 2014-2019 

Indicators 2014 2019 

Change 
2014-
2019 

(%) 

Share 
in 2014 

(%) 

Share 
in 2019 

(%) 

  Total SMEs Total SMEs SMEs SMEs SMEs 

Turnover, GEL 
million  

98,608 50,601 250,840 57,507  14  51  23  

Production value, 
GEL million 

95,557 48,856 250,957 57,877  18  51  23  

Value added, GEL 
million 

35,168 20,810 92,464 24,671  19  59  27  

Number of 
employees  

5,391 1,871 7,337 2,072  11  35  28  

Source: authors’ calculations based on data from Geostat. 

 

From 2014 to 2019, total exports in apparel (HS 61 and HS 62)54 increased by 20% and imports 

by 11%. Growth in apparel trade with the EU was higher than with other countries. Exports to 

the EU increased by 28% and imports from the EU by 36%, while exports to other countries 

increased by 11% and imports from other countries by 1% only. This growth was sourced mainly 

from trading knitted and crocheted apparel (HS 61), which increased by 231% between 2014 

and 2019. This growth shows that the country specialises in small value added activities like 

knitting and crocheting (as discussed later). The average share of the EU in Georgia’s total export 

of apparel in this period was 17%, recording a modest increase of 1% compared to 2014. 

Figure 34. Georgia-EU trade in apparel Figure 35. Georgia’s trade in apparel 

  

Source: authors’ calculations based on data from Geostat. Source: authors’ calculations based on data from 
Geostat. 

 

In 2015 to 2018, SMEs’ exports of apparel to the EU decreased significantly – by 88%, from 

USD 7.9 million to USD 926,000 – but in 2019 started to increase, and compared to the previous 

year 55% growth was registered (reaching USD 1.4 million). Total exports of this commodity by 

SMEs to the world have an upward trend. During 2015 to 2019 they increased by 43%, from 

USD 15 million to USD 22 million, and the share of SMEs from 17% to 20%. Since 2014, Georgia 

has diversified its export countries and entered new markets, such as Hong Kong China, Kuwait, 

Malaysia, Qatar, Ukraine, South Africa, Uzbekistan and Nigeria. 

 

  

                                           
54 HS 61- Articles of apparel and clothing accessories, knitted or crocheted; HS 62- Articles of apparel and clothing 
accessories, not knitted or crocheted. 
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Textile sector 

The textile sector in Georgia is very small, as Georgian companies are mainly oriented to apparel 

production. Unlike the apparel sector, only SMEs operate in the textile sector, of which only three 

are medium-sized companies. Since 2014, 62 new companies have started operation, among 

which two are medium-sized and 60 are small-sized enterprises. 

Figure 36. Number of active companies in the textile sector, 2014-2019 

 

Source: authors’ calculations based on data from Geostat, Food balance sheet. 

 

During 2014 to 2019,55 the turnover and production value of SMEs in the textile sector more 

than tripled, reaching around GEL 46.3 million. In the same period, the value added and 

employment of SMEs in the textile sector doubled, and by 2019 a total of 785 people were 

employed in textile manufacturing.56 It is worth noting that production by small companies is 

considerably lower compared to medium companies – three medium companies produce twice 

as much as 141 small companies together. In 2019, the share of production value of medium 

companies in total production of textiles was 68%, and small companies only 32%.  

Table 30. Main indicators of SME performance in the 

textile sector, 2014-2019 

Figure 37. Share of SMEs in textile 

production value, 2019 

Indicators 2014 2019 
Change 

2014-2019 
(%) 

Turnover, GEL million 13.9 46.3 234 

Production value, GEL 
million 

13.9 46.2 233 

Value added, GEL 1,000  5.7 10.4  83 

Number of employees  358 785 119 
 

 

Source: authors’ calculations based on data from Geostat. Source: authors’ calculations based on data from 

Geostat. 

 

In 2014 to 2019, Georgia’s total exports of textiles increased 16 times, reaching USD 18.8 million in 

2019, which is more than five times smaller than imports in this category. Textile exports from 

Georgia to the EU were also very limited (around just half a million USD in five years) and registered 

a declining trend between 2014 and 2017, but since 2017 have recovered, with 257% growth. 

                                           
55 Source: Geostat.  
56 Note: as only two medium-sized companies were operating in this sector in 2014, 2015 and 2017, segregation of 
indicators by size of company is restricted because of confidentiality. 
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Exports by SMEs to the EU have a declining trend. In 2014 to 2019, total exports of textiles by SMEs 

more than doubled, from USD 2 million to USD 5.4 million. In contrast, textile exports by SMEs to 

the EU halved (from USD 56,000 to USD 27,000) and SMEs’ share in total exports of textiles to the 

EU more than halved (from 53% to 22%). Notably, since 2014 Georgia’s textile exports to 

neighbouring countries have increased significantly – to Armenia by 5,541% (amounting to 

USD 2.6 million in 2019), to Azerbaijan by 1,417% (amounting to USD 4.4 million), to Turkey by 

477% (amounting to USD 3.5 million) and to Ukraine by 470% (amounting to USD 365,000). In 

addition, textiles were exported to new markets, such as Russia and Turkmenistan.  

 

Figure 38. Georgia-EU trade in textiles, 2014-

2019 

Figure 39. Georgia’s trade in textiles, 2014-2019 
 

  

Source: authors’ calculations based on data from 
Geostat. 

Source: authors’ calculations based on data from Geostat. 

 

Effects of the DCFTA on trade in apparel and textiles 

There is no special regulation for the apparel sector in Georgia. No licence or permission is 

required to start operation. There are no export duties in Georgia.57 Export procedures are fast 

and goods are released without delay.  

In order to export apparel to the EU tariff free, the consignment should be accompanied by a 

movement certificate EUR 1 or the Pan-Euro-Med (PEM) certificate to comply with the rules of 

origin (RoO), as provided for by the DCFTA. According to these rules, Georgia can import to the 

EU tariff free if: a) production in Georgia starts from yarn (which can be imported) and all other 

processing phases are performed in Georgia; or b) the producer can choose other options – 

import certain materials from other countries, but in this case 60% of the product price should 

be obtained in Georgia. If the consignment does not comply with the PEM RoO, the EU mostly 

applies the most-favoured-nation (MFN) import tariff of 12% on imports of apparel. Given that 

Georgia does not have the resources – and correspondingly the production – of all components 

needed for the whole-cycle production of apparel, it is difficult to comply with the PEM RoO.  

The exception is a special customs procedure, the inward processing procedure,58 – whereby no 

import tariffs apply when exporting to the EU or to Turkey.59 This is used by apparel companies 

represented in Georgia that are mainly involved in so-called contracting manufacturing and are 

engaged in cut, made, trim (CMT) operations. Georgia imports all of the materials for the apparel 

production and only finalises the process. Most materials/components are imported from Turkey, 

and the ready-made garment is exported back. Georgia also imports apparel components from 

Germany for the finalisation of production, and exports back tariff free. Such products can be 

labelled ‘Made in Georgia’, but this does not mean that they originate in Georgia (as per PEM 

RoO). Such exports, under the inward processing procedure, are sent to Turkey and the EU tariff 

free. 

                                           
57 In the case of export, the exporter should submit the following documents: invoice, waybill (issued by a customs 
warehouse) and export declaration (which can be filled in by exporters online or by customs officers). 
58 Georgian Customs Code Art. 142. 
59 3DCFTAs, Georgia’s Competitiveness in Apparel Export to the EU under the DCFTA, 11 September 2020. 
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The main disadvantage for Georgia in the production of apparel is the lack of the materials it 

needs, and thus the value added created in Georgia is low (only the costs of finalising ready-

made products). There is no possibility to export to the EU tariff free, except for the 

aforementioned mode (contracting manufacturing).  

While the PEM Convention provides the possibility of cumulation of RoO with PEM member 

countries, Georgia can use this opportunity with Turkey. Relevant changes to the Georgia-Turkey 

FTA related to diagonal cumulation have already been made and are in force. If this opportunity 

is used effectively, there is the possibility to manufacture apparel in Georgia using materials 

imported from Turkey, and then to export to the EU tariff free.  

 

Summary 

Overall, apparel is among the fast-growing sectors of Georgia’s economy. Between 2014 and 

2019, the turnover and production value in the apparel sector more than doubled, but mainly 

large companies contributed to such high growth, while SME growth remained modest. 

Particularly, exports by SMEs to the EU registered a considerable drop in 2014 to 2019.  

Unlike the apparel sector, in the textile sector the only operational enterprises are SMEs. In 

2019, there were 144 SMEs in this sector, yet production mainly came from medium companies 

(three medium companies produced twice as much as the remaining 141 small companies 

together). Exports of textiles are registering high growth rates, but remain limited in nominal 

terms. It is noteworthy that exports to the EU in this product category registered a considerable 

decline between 2014 and 2017, as Georgia redirected its exports to other markets, mainly the 

CIS countries and Turkey. 

Georgian companies are specialised in small value added activities like knitting and crocheting, 

which only finish the production process, and trade mainly is conducted under the inward 

processing procedure, which enables Georgia to export to the EU, among others, via Turkey 

tariff free. Given that Georgian apparel companies are mostly engaged in contracting 

manufacturing with famous brands, large companies have greater capacity and more 

opportunities to find foreign partners and comply with their standards (among others, related to 

occupational safety and corporate social responsibility, to which they pay great attention). 

 

1.3.  Case study: ICT services  

ICT-related provisions in the Association Agreement  

The DCFTA foresees liberalising trade in computer services in accordance with services as defined 

for the establishment, cross-border supply of services and temporary presence of natural 

persons for business purposes. Yet, as for the other types of services, the EU has reservations. 

Moreover, in electronic communications, the AA includes specific rules and procedures on 

regulatory cooperation, also in the chapters on ‘electronic communications’ and ‘information 

society’ and their respective annex (Annex XV-B). Cooperation in these areas is set out in the 

framework of the dynamic approximation of EU acquis, implying that legislation in the three 

countries will gradually be made compatible with existing and future EU legislation. The AA was 

concluded before the launch of the Digital Single Market in 2015, and most of the provisions laid 

down in the chapters and relevant annexes are now outdated (Akhvlediani, 2019).  

 

ICT services in Georgia  

The ICT sector in Georgia is growing fast, and SMEs play an important role in its development 

(see Table 30 below). In 2019, a total of 1,526 SMEs were operating in the ICT sector, which is 

99% of total active companies in this sector. Since 2014, some 252 new SMEs have started 

operation and the share of small companies has remained stable at around 96%.  
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Figure 40. Number of companies active in the ICT sector, 2014-2019 

 

Source: authors’ calculations based on data from Geostat. 

 

SMEs’ performance in the ICT sector saw significant growth (exceeding the growth of larger 

companies) in 2014 to 2019: turnover, production value and value added almost doubled, and 

employment increased by 41%, employing roughly 4,000 more workers in 2019 than in 2014.  

 

Table 31. Main indicators of the ICT sector, GEL, 2014-2019 

Indicators 2014 2019 

Change 
2014-

2019 
(%) 

Share in 
2014 
(%) 

Share in 
2019 
(%) 

  Total SMEs Total SMEs SMEs SMEs SMEs 

Turnover, GEL million 1,184.7 374.6 1,894.0 713.6 90 32 38 

Production value, GEL 
million 

1,436.3 308.0 1,844.3 717.9 133 21 39 

Value added, GEL 
million 

739.1 180.0 1,169.3 382.7 113 24 33 

Number of employees  19,216 9,390 24,764 13,265 41 49 54 

Source: authors’ calculations based on data from Geostat. 

 

ICT exports skyrocketed after 2014, growing from USD 4.2 million to USD 67.5 million from 

2014 to 2019. Imports also grew fast, but due to its impressive growth of exports, the ICT sector 

has kept a positive trade balance since 2016.  
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Figure 41. International trade – ICT, 2010-2019 

 

Source: authors’ calculations based on data from National Bank of Georgia, BoP (BPM 5). 

 

Several Georgian ICT companies export to the EU market.60 There is no special regulation for 

the export of ICT products abroad. In order to export ICT services from Georgia to the EU, only 

an agreement with an EU-based company or customer is required.  

Between 2016 and 2019, overall trade in ICT between the EU (excluding Great Britain) and 

Georgia increased by 309% and reached USD 53 million in 2019. Exports in this period increased 

by 864% and imports by 157%. In 2019, exports from Georgia exceeded imports, and the trade 

balance showed the first positive sign. It is noteworthy that the EU’s share of total ICT exports 

from Georgia during this period almost quadrupled, from 11% to 40%.  

 

Figure 42. EU-Georgia trade in ICT 

 

Source: authors’ calculations based on data from National Bank of Georgia. 

 

  

                                           
60 The information is drawn from the stakeholder consultations as data on ICT trade is very limited, particularly when it 
comes to disaggregated data across countries.  
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Government policies 

As mentioned above, the government undertook several actions for the development of the ICT 

sector in Georgia, among others by establishing the Georgian Innovation and Technology Agency 

(GITA), which provides financial and technical assistance to SMEs operating in the ICT sector 

and innovations.  

Other actions include the adoption of the Law on Information Technology Zones in 2010 to attract 

investment to the information technology sector and to facilitate exports. The law provides a 

special, preferential taxation regime for persons operating in virtual zones. The status of a virtual 

zone can be granted to a person or to a group of persons. No licence is required to operate in a 

virtual zone. Exports of IT from a virtual zone are exempted from customs duties and VAT, and 

profits earned from the export of IT are exempted from profit tax.  

In addition, according to the Tax Code of Georgia (Article 23), if the largest share of a company’s 

income originates from abroad (meaning that the company exports its services), the company 

can obtain the status of an ‘International Company’, to which the preferential tax regime for the 

personal income tax, 5% instead of 20%, is applicable and property tax is not applicable at all. 

IT companies operating in Georgia and exporting their services abroad benefit from the status 

of International Company if they satisfy the requirements related to the volume of exports.61  

 

Stakeholder consultations  

The stakeholder consultations conducted for this ex-post evaluation indicated that the main 

challenge for the development of the IT sector in Georgia was the lack of highly qualified human 

resources that can be involved in the production of high-quality IT services. 

 

Summary 

Growth of the ICT sector is impressive in Georgia, and SMEs play a vital role in this development 

as they represent 99% of active companies in this sector. This particularly refers to exports of 

ICT services, which have skyrocketed since the entry into force of the DCFTA, resulting in a 

positive trade balance in the ICT sector since 2016. Both Georgian imports and exports with the 

EU in ICT have demonstrated significant expansion. This particularly refers to Georgia’s ICT 

exports to the EU, which increased from USD 2.8 million in 2016 to USD 27 million in 2019 (a 

ninefold increase). As a result, in 2019 Georgia’s trade balance with the EU in the ICT sector 

turned up positive, and the EU took around a 40% share in total ICT exports of Georgia.  

As the ICT sector reflects development in many areas, including overall economic growth, 

development of the high-tech sector, business and investment climate, and the accumulation of 

human capital, it is difficult to single out the direct effects of the DCFTA on the services trade in 

ICT. The AA was concluded before the launch of the Digital Single Market in 2015, and most of 

the provisions laid down in the chapters and relevant annexes on ‘electronic communications’ 

and ‘information society’ are now outdated. As the analysis shows that trade in ICT between 

Georgia and the EU has become quite important, updating the Agreement with the new EU laws 

and policies in the telecommunication sector could promote further trade expansion in this 

sector.  

 

1.4.  Stories on SMEs  

Jams and canned vegetables 

In 2014 to 2019, the production value of jams and vegetables increased by 40%, from 

GEL 11.1 million to GEL 15.6 million. Growth of export of jams and canned vegetables (HS 2007; 

2008) in 2014 to 2019 was considerable (88%). Exports to the EU in the same period increased 

by 40%, from USD 5.5 million to USD 7.6 million. Since the entry into force of the DCFTA, jams 

and canned vegetables have been exported to new EU markets, such as Austria, Belgium and 

Romania. 

                                           
61 If a company receives the status of an International Company, the status of Virtual Zone is abolished (if applicable). 
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However, the EU share of total exports of these products decreased from 74% to 55%. This is 

because, since 2014 Georgia has started to export these product groups to other markets, such 

as Hong Kong, New Zealand, Saudi Arabia, Uruguay, Armenia, Belarus, China and Uzbekistan.  

 

Table 32. Main indicators of processing and canning of fruits and vegetables, 2014-2019 

Indicators 2014 2019 
Change 

2014/2019 (%) 

  SME SME  

Turnover, GEL million 323.8 289.0 (11) 

Production value, GEL million 339,868 305.0 (10) 

Value added, GEL million 31.5 37.9 20 

Number of employees  1,883 2,192 16 

Source: authors’ calculations based on data from Geostat. 

 

The EU’s share of imports of jams and canned vegetables in 2019 was 17% (up from 10% in 

2014). Growth of imports from the EU was also higher than from other countries, accounting for 

112% (from USD 773,000 to USD 1.6 million).  

Figure 43. Export of jams and canned 

vegetables (HS 2007 and HS 2008), 2014-

2019 

Figure 44. Import of jams and canned 

vegetables (HS 2007 and HS 2008), 2014-

2019 

  

Source: authors’ calculations based on data from Geostat. Source: authors’ calculations based on data from 
Geostat. 

In order to sell locally or to export abroad, the production process as well as product labelling 

should be in compliance with EU food safety requirements, to which Georgia has approximated 

its legislation. Producers should be registered as a business operator. According to food safety 

legislation,62 a business operator should have in place food safety procedures in accordance with 

the principles of the Hazard Analysis and Critical Control Points (HACCP) system and comply with 

the hygiene requirements. Products should also comply with the labelling requirements.63 64 

 

 

 

                                           
62 Code on Food/Feed Safety, Veterinary and Plant Protection, (8 May 2012); Government Decree N173 on General Rule 
of Food/Feed Hygiene and the Simplified Rule of Food/ Animal Feed Hygiene. 
63 Government Decree N301 (1 July 2016); Technical Regulation on the Provision of Food Information to Consumers. 
64 To export jams and canned vegetables to the EU, an exporter should submit the following documents to customs: 
invoice, waybill, export declaration (which can be filled in by the exporter online or by the customs officer). In order to 
import jams and canned vegetables to the EU tariff free, a certificate of origin/movement certificate EUR 1 or EUR-MED 
is required. 
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Dried fruits 

From 2014 to 2019, the production value of dried fruits increased by 443%, from GEL 2.7 million 

to GEL 14.5 million, and the production volume (in tonnes) by 361%, from 196,000 tonnes to 

901,000 tonnes. Since 2014, Georgia has diversified its export markets for these product groups. 

Dried fruits have been exported to new markets, such as China, Israel, Kazakhstan, Singapore, 

United Arab Emirates and Azerbaijan. As a result, the EU share in both exports and imports 

decreased between 2014 and 2019. In exports, the EU share fell from 84% to 74% and in 

imports from 13% to 5%.  

In 2019, SMEs exported about 99% of the total export to the world and almost 100% to the EU. 

Over the years 2014 to 2019, exports to the EU increased by 24%, (from USD 858,000 to 

USD 1.1 million) and imports from the EU declined by 56%, from USD 105,000 to USD 47,000. 

 

Figure 45. Export of dried fruits  

(HS 0813 and HS 0814), 2014-2019 

Figure 46. Import of dried fruits  

(HS 0813 and HS 0814), 2014-2019 

  

Source: authors’ calculations based on data from Geostat. Source: authors’ calculations based on data from 
Geostat. 

 

Dried fruits, fruit leather and dried lemon are new export positions, which have been exported 

to the EU since the DCFTA’s entry into force. They are exported to Germany, Greece, Poland, 

the Netherlands, Lithuania and Latvia.  

For the production and placement of dried fruits on the Georgian market or for export to the EU, 

the same rules apply as described in the case of canned fruits and vegetables. 

 

 

Fresh fruits and vegetables 

Between 2014 and 2019, growth of total export of fresh fruits and vegetables (HS 0709, 0805 

and 0810) accounted for 41%, increasing from USD 24.6 million to USD 34.5 million. Export of 

these product groups to the EU is not high, but in a five-year period it increased significantly, by 

216% - from USD 432,000 to USD 1.4 million. The EU share in total export of these products is 

still low, accounting for only 4% in 2019 (from 2% in 2014). 

Between 2014 and 2019, the total import of fresh fruits and vegetables decreased slightly, from 

USD 25 million to USD 22.5 million. At the same time, imports from the EU nearly tripled, from 

USD 517,000 to USD 1.5 million. The EU share in imports nevertheless remains small (7% in 

2019).  
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Figure 47. Export of fresh fruits and vegetables 

(HS 0709, HS 0805 and HS 0810), 2014-2019 

Figure 48. Import of fresh fruits and vegetables 

(HS 0709, HS 0805 and HS 0810), 2014-2019 

 
 

Source: authors’ calculations based on data from 
Geostat. 

Source: authors’ calculations based on data from Geostat. 

 

After the DCFTA entered into force, Georgia started to export new products to the EU, such as 

apple, quince, kiwi, persimmon, berries (cranberries, balsam and curry) and exported fresh 

vegetables to a new market – Lithuania. 

Production of fresh fruits and vegetables in Georgia is dominated by SMEs. Respectively their 

share in total exports is significant, accounting for more than 85% on average between 2015 

and 2019, during which period the share increased from 71% to 92%. The share of SMEs in the 

export of these products to the EU is also high – between 2015 and 2019 it increased from 71% 

to 92%. 

For the export of fresh fruits and vegetables to the EU, besides the documentation listed for the 

export of canned fruits and vegetables and dried fruits, consignments should be accompanied 

by a phytosanitary certificate.  

 

Furniture (specifically pet furniture)  

Production is dominated by small companies. In 2019, the total number of active enterprises 

was 1,107, of which only two were large and four were medium-sized companies, the remaining 

1,101 being small companies (99%).  

In 2014 to 2019, growth in this sector was significant, despite the volume being comparatively 

small in absolute figures. The share of small companies in total turnover, production, value 

added and employment of the sector is high – over 60% (see Table 32 below). 

  

431,9 1.304,9 850,6 838,7 695,6 1.363,9

24148

20966

18360 18089

22449

33179

2014 2015 2016 2017 2018 2019

-00 

5.000 

10.000 

15.000 

20.000 

25.000 

30.000 

35.000 

40.000 

m
ln

 U
S
D

Export to the EU Export  to other  countries

517,33 1.016,35 856,78 1.181,86 947,50 1.535,55

24.492

19.545

17.058 16.970
17.892

21.002

2014 2015 2016 2017 2018 2019

-00 

5.000 

10.000 

15.000 

20.000 

25.000 

30.000 

m
ln

 U
S
D

Import from the EU Import from other  countries



 

66 

Table 33. Main indicators of the furniture production sector, 2014-2020 

Indicators 2014 2019 

Change 
2014-
2019 

(%) 

Share 
in 2014 

(%) 

Share 
in 2019 

(%) 

  Total Small Total Small Small Small Small 

Turnover, GEL 
million 

142.5 82.4 201.1 122.2 48 58 61 

Production value, 
GEL million 

138.2 83.8 197.6 128.8 54 61 65 

Value added, GEL 
million 

47.0 27.0 52.9 33.7 25 57 64 

Number of 
employees  

3,160 2,040 2,933 1,995 (2) 65 68 

Source: authors’ calculations based on data from Geostat. 

 

Export of pet furniture, which falls under the HS 4421 product group (other articles of wood), 

has experienced significant growth since 2015. The EU is the major export partner, with more 

than a 95% share in exports in the years 2016 to 2019. Between 2014 and 2019, exports of pet 

furniture to the EU increased by 1,072%, from a negligible USD 21,000 to USD 10.5 million. The 

main importing EU countries of Georgian pet furniture are Germany, Poland, Belgium, France 

and the Netherlands. From these countries it is then distributed to other EU countries as well.  

 

Figure 49. Export of articles of wood  Figure 50. Import of articles of wood  

 

   

Source: authors’ calculations based on data from 
Geostat. 

Source: authors’ calculations based on data from 
Geostat. 

 

The company that specialises in the production of pet furniture was established after the 

AA/DCFTA was signed. This is currently the only company that exports pet furniture to the EU.  

Georgian SMEs have also benefited from several programmes funded and facilitated by 

EU4Business.  
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Table 34. EU4Business for Georgian SMEs 

Sector Enterprise Description 

Furniture65  Georgia Furniture 
Cluster 

Georgia Furniture Cluster is the first formally established business 
cluster in Georgia. Its establishment and development was 
supported by an EU-GIZ project on SME Development and 
DCFTA in Georgia. 

Fresh fruits and 
vegetables66 

Imereti Greenery Imereti Greenery is a Dutch-Georgian hydroponic farm using a 
modern method of agriculture where crops are cultivated without 
soil by using mineral nutrients in a water solvent. The firm received 
funding from the EU4Business-EBRD Credit Line to expand its 
greenhouse and acquire equipment. It was complemented by an EU 
grant of up to 15% of the loan. The company also received help 
from local and international experts. 

Textile and 
apparel67 

Fashion House Materia Materia secured financing through the EU4Business-EBRD Credit 
Line to modernise its equipment and machinery and to implement 
the finest workplace health and safety procedures for a newly 
constructed clothes factory. 

Textile and 
apparel68 

Elselema, Eurotex, 
Fashion House Materia 
and MPT Georgia 

The EU-GIZ project on SME Development and DCFTA in 
Georgia is supporting the Georgian apparel industry in meeting the 
standards of the Business Social Compliance Initiative (BSCI), 
focused on areas such as social responsibility, workplace safety and 
workforce protection. Thanks to its help, MPT Georgia was able to 
pass the BSCI audit and earn the highest ‘A’ rating, which will help 
the company to diversify its exports. 

Textile and 
apparel69 

Tiflistex Tiflistex is a sock manufacturer. It received financing to expand and 
modernise production through the EU4Business-EBRD credit 
line. 

 

 

Summary 

In agricultural exports, the DCFTA seems to be promoting the export of jams and canned 

vegetables, dried fruits and fresh fruits and vegetables. Specifically, it has opened new markets 

of Georgian jams and canned vegetables to Austria, Belgium and Romania. New export positions 

have also been introduced for exports in dried fruits, fruit leather and dried lemon. Following the 

entry into force of the DCFTA, Georgian SMEs have started to export these products to Germany, 

Greece, Poland, the Netherlands, Lithuania and Latvia.  

The DCFTA has also triggered the diversification of Georgian exports in fresh fruits and 

vegetables, as the country has started exporting new products such as apple, quince, kiwi, 

persimmon, berries (cranberries, balsam and curry) and fresh vegetables, mainly to Lithuania. 

Although Georgian exports in all of these categories remain limited in nominal values, the growth 

rates are still considerable. 

In non-agricultural sectors, exports have increased in furniture. The growth of exports is 

particularly impressive in pet furniture. Exports are sourced from only one company, which was 

established after the signing of the DCFTA. From 2014 to 2019, the company increased its 

exports to the EU from a negligible USD 21,000 to USD 10.5 million.  

 

                                           
65 https://eu4business.ge/en/news/eu4business-helps-establish-first-georgian-business-cluster/, 
https://eu4business.ge/en/news/georgian-designers-and-furniture-producers-strengthen-international-ties-with-
support-from/, https://eu4business.ge/en/useful-materials/georgian-furniture-cluster-brochure/ 
66 https://eu4business.ge/en/success-stories/the-green-shoots-of-growth-in-georgia-hydroponic-farming-with-eu-
support/, https://eu4business.ge/en/success-stories/ebrd-and-eu-help-georgian-hydroponic-farm-expand/ 
67 https://eu4business.ge/en/success-stories/way-forward-for-georgian-fashion-firm/ 
68 https://eu4business.ge/en/success-stories/made-in-georgia-eu-support-to-help-georgian-manufacturers-meet-key-
european-standards/, https://eu4business.ge/en/success-stories/eu-helps-georgian-apparel-industry-compete-on-
european-markets/ 
69 https://eu4business.md/en/success-stories/georgias-tiflistex-and-the-power-of-socks/ 

https://eu4business.ge/en/news/eu4business-helps-establish-first-georgian-business-cluster/
https://eu4business.ge/en/news/georgian-designers-and-furniture-producers-strengthen-international-ties-with-support-from/
https://eu4business.ge/en/news/georgian-designers-and-furniture-producers-strengthen-international-ties-with-support-from/
https://eu4business.ge/en/useful-materials/georgian-furniture-cluster-brochure/
https://eu4business.ge/en/success-stories/the-green-shoots-of-growth-in-georgia-hydroponic-farming-with-eu-support/
https://eu4business.ge/en/success-stories/the-green-shoots-of-growth-in-georgia-hydroponic-farming-with-eu-support/
https://eu4business.ge/en/success-stories/ebrd-and-eu-help-georgian-hydroponic-farm-expand/
https://eu4business.ge/en/success-stories/way-forward-for-georgian-fashion-firm/
https://eu4business.ge/en/success-stories/made-in-georgia-eu-support-to-help-georgian-manufacturers-meet-key-european-standards/
https://eu4business.ge/en/success-stories/made-in-georgia-eu-support-to-help-georgian-manufacturers-meet-key-european-standards/
https://eu4business.ge/en/success-stories/eu-helps-georgian-apparel-industry-compete-on-european-markets/
https://eu4business.ge/en/success-stories/eu-helps-georgian-apparel-industry-compete-on-european-markets/
https://eu4business.md/en/success-stories/georgias-tiflistex-and-the-power-of-socks/


 

68 

1.5.  Government policies for SMEs 

Supporting the development of SMEs is one of the main priorities of the Georgian Government’s 

economic policy. In order to support SME development and growth, the Government of Georgia 

has undertaken a number of actions at the legislative and operational levels. The country has 

put forward SME Development Strategies for 2016-2020 and 2021-2025 and established national 

agencies and programmes to increase the competitiveness of SMEs in targeted sectors. In 2012, 

the Agricultural Project Management Agency, which was later transformed into the Rural 

Development Agency (RDA), was established to support SMEs operating in the agricultural sector 

through financial and technical assistance schemes. In 2014, Enterprise Georgia70 was 

established to provide financial and technical support to SMEs operating in the industrial 

production, tourism and film industries. To promote innovation and ICT, the Georgian Innovation 

and Technology Agency (GITA) was founded in 2014. To support startups in developing business 

projects based on innovative and advanced ideas, the government adopted the Startup Georgia 

programme71 in 2016 (see Table 34 below). 

Table 35. Government programmes and agencies to support SMEs 

Approval of SME development strategy for 2016-2020 and 2021-2025 and 

respective action plans72  

In 2014, the government established and adopted the state programme ‘Enterprise Georgia’,73 the main 
aim of which is to support SME development through financial and technical support components. 
Enterprise Georgia has several components: industrial production, agriculture and agricultural 
production, tourism (hotels and balneological resorts), the film industry, micro- and small-business 
support, and innovation.  

Through Enterprise Georgia, financial and technical support is provided to SMEs operating in the 
industrial production, tourism and film industries under the government programme ‘Produce in Georgia’. 
Support mechanisms for industrial production include co-financing the interest rate of bank loans and 

leasing, co-financing collateral and provision of real estate, and technical assistance aiming to increase 
operational standards and introduce new technologies. For the hotel industry, the government co-
finances bank loan interest rates and also franchise fees. Technical assistance in the hotel component is 
dedicated to improving business operations and increasing the quality of tourism services. The Agency 
also offers credit guarantee schemes to SMEs operating in the service sector, by providing security of up 
to 90% of the principal amount of bank loans. The Agency also implements a Micro- and Small-Business 

Support programme, under which co-financing in the form of grants is provided to beneficiaries.  

The Agricultural Project Management Agency, which was later transformed into the Rural Development 
Agency (RDA), was established in 2012 to support SMEs operating in the agricultural sector through 
financial and technical assistance schemes. The RDA has implemented several programmes, such as: 

Preferential Agrocredit, under which the RDA co-finances bank loan interest rates, as well as providing 
secondary collateral and technical assistance; Agroinsurance, under which the RDA provides insurance 
premium subsidies for companies operating in the agricultural sector, together with technical assistance; 
and Plant the Future, under which co-financing (in the form of grants) is provided to companies for the 
development of perennial and nursery gardens, together with technical assistance. Technical assistance 
is, among others, oriented towards establishing modern standards and increasing knowledge of the 
respective EU regulations (where applicable, e.g. in food safety).  

To promote innovation and ICT, the Georgian Innovation and Technology Agency (GITA) was established 
in 2014. Among the main functions of GITA are support to the commercialisation of innovative ideas and 
development of export-oriented ICT products, stimulation of ICT use and promotion of R&D activities in 

the private sector, and support to the establishment of innovative startups and raising of their 
competitiveness. GITA provides financial and technical support to innovative SMEs and startups, as well 
as individuals involved in ICT and innovation. Financial support is provided by offering and co-matching 

grants.  

In 2016, the government adopted the Startup Georgia programme,74 which envisages support to startups 
to develop business projects based on innovative and advanced ideas.  

                                           
70 Government Decree N365 (30 May 2014) on the approval of the state programme ‘Produce in Georgia’. 
71 Government Decree N206 (11 May 2016). 
72 Government Decrees N100 (26 February 2016), N582 (28 December 2017) and N351 (13 July 2021). 
73 Government Decree N365 (30 May 2014) on the approval of the state programme ‘Produce in Georgia’. 
74 Government Decree N206 (11 May 2016). 

https://matsne.gov.ge/ka/document/view/2362780?publication=0
https://matsne.gov.ge/ka/document/view/3279819?publication=2
https://matsne.gov.ge/document/view/3206386?publication=0
https://matsne.gov.ge/document/view/3972719?publication=0
https://matsne.gov.ge/document/view/5214991?publication=0
https://matsne.gov.ge/ka/document/view/2362780?publication=0
https://matsne.gov.ge/ka/document/view/3279819?publication=2
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Government programmes and agencies play an important role in increasing SMEs’ 

competitiveness. However, exports by SMEs have not seen major improvements since the 

implementation of the DCFTA. This implies that government actions should be more focused on 

reaping the benefits offered by the Agreement.  

 

1.6.  Stakeholder consultations 

The majority of stakeholders think that as a result of the DCFTA, the overall business 

environment for SMEs has improved and more SMEs have started exporting. Most respondents 

agreed that due to the DCFTA, SMEs’ access to funding increased. Funding and financial support 

is provided by the state through various SME support programmes for both agricultural and 

industrial production; SMEs’ access to funding from the EU and other donor organisations and 

international financial institutions has also increased.  

Regarding the inclusion of SMEs in global value chains, the stakeholder consultations indicated 

that some (but not many) SMEs benefited from inclusion in global value chains; access to new 

technologies had also improved, mainly through state- and donor-funded programmes. The 

stakeholders interviewed mostly agreed that the DCFTA had had a positive influence on SMEs, 

but they found that SMEs had benefited less than large companies from the implementation of 

the Agreement. 

  

2. Impact of the DCFTA on consumers 

The framework law that regulates food production and processing in Georgia is the Food/Feed 

Safety, Veterinary and Plant Protection Code (Food Safety Code). This Code was adopted in 2012 

according to the Food Safety Strategy and Legislative Approximation Programme (adopted in 

201075 within the framework of the DCFTA preparation process). In addition, Georgia has 

adopted a number of regulations to establish HACCP systems.  

The requirements of EU Regulation No 852/2004 on the hygiene of foodstuffs are reflected in 

the Technical Regulation on General Rule of Food/Feed Hygiene and the Simplified Rule of 

Food/Animal Feed Hygiene, which was adopted by Government Decree N173 (25 June 2010). 

The requirements of EU Regulation No 853/2004 on specific hygiene rules for food of animal 

origin are reflected in the Technical Regulation on Special Rule of the Hygiene for the Products 

of Animal Origin, approved by Government Decree N90 (7 March 2012). These regulations oblige 

producers to establish HACCP systems. Since its adoption, all of the above-mentioned legislation 

has undergone significant changes, the main aim of which is to increase the level of compliance 

with the respective EU regulations. 

In 2015, the Technical Regulation on Milk and Dairy Products was adopted by Government 

Decree N152, which provides the basic requirements for milk, dairy and milk-containing products 

and regulates their production and marketing. 

According to Government Decree N722 (26 December 2014) on the Recognition of Rules of 

Business Operators, each entity producing and/or processing products of animal origin should 

be registered as a business operator and obtain state recognition/authorisation before starting 

operations, except some exclusions defined by the Food Safety Code.  

Besides the aforementioned technical regulations, there are others applying to milk and dairy 

production, e.g. technical regulations on food additives, on the provision of food information to 

consumers, on certain substances and residues in live animals and animal products, on the 

maximum permissible levels of some contaminants in food, etc. 

Currently, 254 business entities are operating in milk and dairy production, of which fewer than 

a dozen are large companies, which are the main suppliers on the Georgian market. Others are 

SMEs and individual entrepreneurs. For such small suppliers, the above-mentioned hygiene rules 

envisage some exemptions. More precisely, simplified rules apply to households and business 

                                           
75 Government Decree N1756 (28 December 2010). 

https://matsne.gov.ge/ka/document/view/1007830?publication=7
https://matsne.gov.ge/ka/document/view/1609450?publication=5
https://matsne.gov.ge/document/view/2803085?publication=3
https://matsne.gov.ge/document/view/2657469?publication=3
http://www.dcfta.gov.ge/public/filemanager/publications/სურსათის%20უვნებლობის%20სტრატეგია.pdf
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operators with small business status,76 business operators using traditional methods of 

production, production in high mountain regions and business operators producing food 

protected by the GI and/or appellation of origin.  

In Georgia, raw milk is produced mainly in households and collected in milk collection centres 

for further processing. The number of modern farms is low. Milk and milk products in Georgia 

are also produced from imported milk powder.  

Food safety requirements are applicable to most milk processing and dairy companies, which 

are the main suppliers of milk and dairy products on the market.  

Compliance costs related to the introduction of the EU hygiene rules were most challenging for 

medium and especially small-sized companies (not meeting the small business status criteria) 

operating in the sector. For large companies, either compliance costs were not as high as for 

SMEs, or they already had established high safety standards to increase their competitiveness 

on the market. 

Georgia’s milk and dairy market is dominated by local production, although the share of imported 

products has been increasing. Between 2014 and 2019 the share of imported milk and dairy 

products in total consumption (in tonnes) increased from 11% to 21%. In the same period local 

production of milk and dairy products (in quantity terms) decreased by 5%, from 589 tonnes to 

562 tonnes, while imports increased by 101% from 71 tonnes to 143 tonnes. Market supply and 

consumption dynamic are similar as both increased by 7% in the five-year period and the self-

sufficient ratio77 decreased from 90% to 81%. From dairy products Georgia mainly imports 

concentrated and unconcentrated milk, kefir, yoghurt, butter and dairy spreads. Georgia does 

not export dairy products (except for the negligible exception in 2014) as most firms are 

currently concentrated on increasing their competitiveness on the local market.  

 

Figure 51. Milk and dairy market indicators 2009-2019 (tonnes) 

 

Source: authors’ calculations based on data from Geostat, Food balance sheet. 

 

  

                                           
76 According to the Food Safety Code, a small business is defined as a business operator whose annual turnover does 
not exceed GEL 200,000. 
77 Self-sufficient ratio: local production divided by local production minus net export and multiplied by 100. 
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To evaluate the impact of legal approximation in the milk and dairy sector on consumers, below 

we review the price dynamics in the respective sector. 

Consumer price indices (CPIs, annual) of milk and some other dairy products most commonly 

consumed in Georgia had a fluctuating trend over the last decade. The highest, two-digit increase 

of annual CPI was recorded for sulguni cheese in 2017 (10%) and 2019 (15%), and for fresh 

cheese (21%) in 2019. CPIs of other dairy products demonstrated a low and/or moderate 

increase, more or less close to the overall annual inflation. 

Table 36. Consumer price indices for milk and some dairy products 2011-2019 (average annual 

change) and CPI 

  2011 2012 2013 2014 2015 2016 2017 2018 2019 

Milk 100 105 101 102 102 97 106 97 110 

Matsoni (fermented milk) 108 97 103 105 104 102 106 96 110 

Fresh cheese 107 99 104 106 97 102 109 100 121 

Sulguni (cheese) 108 96 112 100 99 100 110 97 115 

Cottage cheese 116 98 102 106 102 107 107 102 109 

Sour cream 117 96 102 105 104 103 106 98 107 

Overall CPI/Inflation 102 99 102 102 105 102 107 102 107 

Source: authors’ calculations based on data from Geostat, Food balance sheet. 
Note: annual CPI – December to December of previous year. 

 

It is noteworthy that apart from EU hygiene rules, there are a number of other regulations/rules 

applying to milk and dairy production (as mentioned above) that could cause compliance costs 

and consequently increase product prices. However, as the CPIs for dairy products have not 

increased significantly, hygiene requirements do not seem to have had a significant influence on 

price increase, which could have a negative effect on consumers.  

As the Georgian market is mainly dominated by local production, which has market share of 

around 80%, imported products have had a limited influence on price dynamics. At the same 

time, other factors, such as (overall) inflation, increased demand for particular products or 

market deficit on some products, could have an influence on price increase. It should be noted 

that the DCFTA has also not resulted in any price decrease, which could have been the case if 

consumption was dominated by cheaper imported products as a result of tariff-free imports from 

the EU. 

Georgia does not have any disputes in the WTO and the RAPEX system, nor registered 

notifications for products produced in Georgia. In the rapid alert system for food and feed 

(RASFF), a total of 31 notifications were registered in 2020-2021, however they do not refer to 

milk and milk products.  
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Table 37. RAPEX and RASFF notifications and complaints about disputes settled in the WTO 

RAPEX No notifications for products produced in Georgia have been registered. 

 

RASFF In total 31 notifications were registered in 2020-2021, among them: 

 23 notifications for products of Georgian origin were registered by seven EU 
Member States (Bulgaria, Germany, Italy, Latvia, Lithuania, Poland and 

Slovakia). Out of 23 notifications, 19 notification were on nuts - 18 cases 
with serious and 1 case with not-serious risks; 1 notification was registered 
on natural mineral water (not serious risk); 1 notification on non-alcoholic 
beverages (the status of the risk is undecided); 1 notification on tea (the 
status of the risk is undecided); and 1 notification on soups, broths, sauces 
and condiments with not-serious risks.  

 8 notifications for products distributed by Georgia were registered by Austria, 
Finland, France, Ireland, Romania, the Netherlands and Spain. Of these, 2 
notifications were on food contact materials (one with serious risk and the 

risk category of the second case is undecided); 2 notifications on cereals and 
bakery (risks are undecided); 1 notification on herbs and spices (serious 

risk); 1 notification for ice and desserts (serious risk); 1 notification on nuts, 
nut products and seeds (serious risk); and 1 notification on soups, broths, 
sauces and condiments (serious risk). 

WTO disputes Georgia has not been involved in WTO dispute settlement either as a respondent or 
a complainant country. 

 

The DCFTA’s impact on consumers was evaluated positively by most of the stakeholders 

interviewed. 

 

Summary 

The analysis suggests that the approximation of Georgian legislation to EU acquis in the milk 

and dairy sector has not resulted in any noticeable price increase and thus, nor has it had an 

influence on consumer welfare. However, it can be expected that in the medium to long run, 

legal approximation will have a positive influence on the safety and possibly the quality of milk 

and dairy products placed on the Georgian market.  
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ANNEX F: ANALYSIS OF SUSTAINABLE DEVELOPMENT EFFECTS (TASK 14) 

1. The impact of implementing the DCFTA’s chapter on TSD (Task 14.1) 

1.1.  Context and methodological considerations 

Context 

Before signing the AA, Georgia opted for intentional derogation from environmental 

commitments (as a ‘middle-income’ country). Reforms in environmental and labour areas were 

often compromised for market liberalisation. Since the entry into force of the DCFTA, 

environmental policy has been more actively pursued and there is progress in addressing social 

and labour issues.78  

TSD provisions envisage progressive regulatory approximation and comprise both hard (i.e. 

binding) and soft commitments. ‘Soft’, best-endeavour obligations79 do not create enforceable 

obligations to ensure environment or labour standards. Binding obligations prohibit lower 

environmental or labour standards in the national legislation, and reaffirm obligations based on 

international instruments. In the labour area, Georgia should realise in its legislation and practise 

international core labour standards as embodied in the fundamental ILO conventions, in 

particular: the freedom of association and recognition of the right to collective bargaining; 

elimination of all forms of forced labour; abolition of child labour; and abolition of all forms of 

discrimination in respect of employment and labour. 

 

Methodological considerations 

The EU attaches great importance to TSD objectives in its bilateral FTAs by incorporating TSD 

chapters in FTAs with third countries.80 Contrary to the approach that favours stricter sanctions 

as an enforcement mechanism, in TSD chapters the EU chooses to rely on compliance based on 

dialogue and cooperation, which raises the question of enforceability of TSD provisions and the 

so-called compliance gap between the TSD commitments and their implementation by third 

countries. To address these issues, the European Commission published non-papers in 2017, 

which assessed current practices towards compliance and implementation of TSD chapters in EU 

FTAs and in 2018, the European Commission published the so called 15-Point Action Plan 

document on TSD implementation.81 

Therefore, the assessment of TSD implementation in this report is conducted in line with the 

Commission’s analysis in the non-papers of 2017 and 2018. First, the implementation of the key 

monitoring mechanisms – the so-called institutional setup – is evaluated (including contact 

points, TSD Subcommittee and a mechanism for civil society participation); and second, the 

implementation of TSD obligations is evaluated in terms of approximation of national legislation 

and practice to international and EU norms and practices. 

 

                                           
78 Environmental Performance Review of Georgia: Third Review by the United Nations Economic Commission for Europe, 
2016, https://unece.org/DAM/env/epr/epr_studies/ECE_CEP_177.pdf  
79 Prévost and Alexovičová (2019, p. 240) distinguish those ‘calling for cooperation between the parties both directly 
and in the framework of other regional or global agreements; and those obliging parties to strive towards higher level 
of environmental protection and labour standards’. See Prévost, D. and Alexovičová, I. (2019), ‘Mind the compliance 
gap: managing trustworthy partnerships for sustainable development in the European Union’s free trade agreements’, 
International Journal of Public Law and Policy, Vol. 6 (3), pp. 239-269. 
80 European Commission (2006), ‘Global Europe: Competing in the World’, Communication from the Commission to the 
Council, the European Parliament, the European Economic and Social Committee and the Committee of the Regions, 
COM (2006) 567 (final), Brussels, 4 October, https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri= 
COM:2006:0567:FIN:en:PDF. Here, p. 9 
81 Non-paper of the Commission Services (2017), ‘Trade and Sustainable Development (TSD) chapters in EU Free Trade 
Agreements (FTAs)’, Brussels, 10 July; Non-paper of the Commission Services (2018), ‘Feedback and Way Forward on 
Improving the Implementation and Enforcement of Trade and Sustainable Development Chapters in EU Free Trade 
Agreements’, 26 February.  

https://unece.org/DAM/env/epr/epr_studies/ECE_CEP_177.pdf
https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2006:0567:FIN:en:PDF
https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2006:0567:FIN:en:PDF
https://trade.ec.europa.eu/doclib/docs/2017/july/tradoc_155686.pdf
https://trade.ec.europa.eu/doclib/docs/2017/july/tradoc_155686.pdf
https://trade.ec.europa.eu/doclib/docs/2018/february/tradoc_156618.pdf
https://trade.ec.europa.eu/doclib/docs/2018/february/tradoc_156618.pdf
https://trade.ec.europa.eu/doclib/docs/2018/february/tradoc_156618.pdf
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1.2.  Implementation of labour TSD provisions  

Forced labour 

Opinions and recommendations of partners on human trafficking 

The OSCE Special Representative and Co-ordinator for Combating Trafficking in Human Beings82 

recommended that Georgia (in 2020) enhance the legal, policy and institutional framework by 

ratifying ILO Convention 189 concerning Decent Work for Domestic Workers, the Protocol of 

2014 to the ILO Forced Labour Convention of (1930) and the International Convention on the 

Protection of the Rights of all Migrant Workers and Members of their Families (2003). The US 

State Department Report83 (2021) on Trafficking in Persons places Georgia in Tier 1, i.e. among 

the highest ranking countries, indicating that the government has made efforts to address the 

matter and meet the minimum standards of the Trafficking Victims Protection Act of 2000. 

Recommendation of the Committee of the Parties to the Council of Europe Convention on Action 

against Trafficking in Human Beings,84 adopted on 4 June 2021, acknowledges progress achieved 

in implementing the Convention,85 but recommends taking further actions according to 

GRETA’s86 third evaluation report87 (16 March 2021), among others, in preventing and combating 

trafficking for the purpose of labour exploitation. Other recommendations include actions to 

facilitate and guarantee access to compensation for victims of trafficking, to ensure that 

trafficking in human beings cases lead to effective, proportionate and dissuasive sanctions and 

are not re-qualified as other offences, to proactively identify victims of trafficking.  

 

Other multilateral environmental agreements  

 Protocol to the Convention for the Protection of the Ozone Layer on Substances that 

Deplete the Ozone Layer (Montreal Protocol) 

Although Georgia accessed the Montreal Protocol in 1996, the country has yet to ratify the Kigali 

Amendment. This issue was discussed throughout the TSD Subcommittee meetings during 2014-

2020 but no relevant activities were noted in the action plans. In 2019, Georgia initiated the 

ratification of the Kigali Amendment (REC Caucasus, 2019), however there is no concrete date 

planned for ratification yet. In 2014, the country’s ozone depleting substances (ODS) import-

export legislation was amended to introduce the HCFC quota system and approximate national 

legislation with Regulation (EU) No 517/2014. In 2018, new regulatory requirements for the 

certification of technicians in the Refrigerator and Air Conditioning (RAC) sector entered into 

force (European Commission, 2018). 

 Espoo Convention on Environmental Impact Assessment in a Transboundary Context and 

the Strategic Environmental Protocol  

Despite Georgia not being party to the Espoo Convention, the adoption of the Environmental 

Assessment Code in June 2017 became a key step towards the implementation of the functional 

system for Strategic Environmental Assessment (SEA) and Environmental Impact Assessment 

(EIA) in the country. Throughout the TSD Subcommittee meetings, the EU encouraged Georgia 

to become a party to the Espoo Convention. 

 Basel Convention 

Through a Law on Import, Export and Transit of Waste introduced in 2016, Georgia was assumed 

to become compliant with the Basel Convention. Previously, Georgian legislation had not included 

any transit options (Georgia’s Environmental Outlook, 2016; European Commission, 2018). 

                                           
82 OSCE (2020), Report of Special Representative and Co-ordinator for Combating Trafficking in Human Beings 
83 US Department of State, Trafficking in Persons Report 
84 COE, Recommendation of the Committee of the Parties 
85 COE, Council of Europe Convention on Action against Trafficking in Human Beings 
86 GRETA - Council of Europe’s anti-human trafficking monitoring body. 
87 COE, GRETA's Report and Government's Comments 

https://www.osce.org/files/f/documents/8/5/451561.pdf
https://www.state.gov/reports/2021-trafficking-in-persons-report/georgia/
https://rm.coe.int/recommendation-cp-rec-2021-03-on-the-implementation-of-the-council-of-/1680a2bc3a
https://rm.coe.int/168008371d
https://rm.coe.int/greta-report-on-the-implementation-of-the-council-of-europe-convention/1680a1c79a
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Biodiversity 

With regard to biodiversity actions and deliverables within the action plans, focus is largely on 

the implementation of Convention on International Trade in Endangered Species of Wild Fauna 

and Flora (CITES) and Convention on Biological Diversity (CBD).  

 Convention on International Trade in Endangered Species of Wild Fauna and Flora (CITES 

Convention) 

During 2014 to 2020, the EU and Georgia noted effective cooperation and enforcement of CITES 

by Georgia (TSD Subcommittee, 2016). As indicated by Georgia’s previous status as a Category 

2 country, the country’s legislation was not considered to be fully compliant with the 

requirements for the implementation of CITES until 2019. A new Law on Biodiversity and the 

associated sub-laws were considered key in bridging the legislative gap to achieve Category 1 

status (European Commission, 2018). Georgia was placed in Category 1 in September 2019.  

Following preparations during 2015 to 2016, Georgia and the EU jointly presented at the 17th 

conference of CITES parties in 2016 the document about the inclusion of Caucasian Tur (Capra 

Caucasica) in the second Annex of CITES. Georgia also actively participated in the conference of 

CITES parties in May 2019, and good progress was achieved in the work on trade in snowdrop 

bulbs (Galanthus). The EU also acknowledged Georgia’s leadership in ongoing intersessional 

work on indicators for measuring progress towards achievement of the CITES Strategic Vision 

2021 to 2030 (TSD Subcommittee, 2020, p. 3). 

During the implementation period of 2014 to 2020, a need to increase domestic institutional 

capacity to enforce national and international rules on wildlife trade was continuously 

emphasised by both the EU and Georgia. A number of training sessions were conducted for 

customs and enforcement officers of the Environmental Supervision and Customs departments 

of the respective ministries to better enforce provisions of the CITES Convention (DCFTA, 2018). 

In the context of CITES, a manual was in development in 2019 to be used by customs officers, 

the RS of Georgia and the Department of Environmental Supervision at MEPA (DCFTA, 2019).  

 Convention on Biological Diversity (UN) (CBD)88 

Georgia had already joined the Convention on Biological Diversity in 1994 before the DCFTA and 

elaborated its first National Biodiversity Strategy and Action Plan (NBSAP) in 2002 in line with 

the CBD’s target for 2010. To address a new CBD Strategic Plan for Biodiversity including the 

Aichi Targets adopted by the CBD parties in 2010,89 an updated NBSAP for 2014 to 2020 was 

adopted by Georgia in May 2014 (MEPA, 2014). 

To achieve Aichi target 11 on the protected areas, Georgia adopted a target of at least 12% of 

the country’s terrestrial and inland water areas and 2.5% of marine areas to be covered by 

protected areas by 2020 (MEPA, 2020). As part of the Bern Convention, in 2018 Georgia included 

39 sites with the total area of 851,603.4 ha in the ‘Emerald Network’, which accounted for 12.2% 

of the national territory (ENI SEIS II East, n.d).90 

After more than a decade of development (since 2008), in 2021 Georgia introduced a new Spatial 

Monitoring and Reporting Tool (SMART) to facilitate biodiversity data collection (MEPA, 2020, p. 

157; United Nations Development Programme (UNDP), 2021b). The project under the 

Biodiversity Finance Initiative (BIOFIN, 2016-2019) reviewed and updated financial 

management for biodiversity and ecosystems and, particularly, non-timber forest products (TSD 

Subcommittee, 2020). 

 

                                           
88 And its Protocol on Biosafety to the Biodiversity Convention (The Cartagena Protocol), Protocol on Liability and Redress 
to the Cartagena Protocol on Biosafety (The Nagoya–Kuala Lumpur Supplementary Protocol) and Protocol on Access to 
Genetic Resources and the Fair and Equitable Sharing of the Benefits Arising from their Utilisation to the Convention on 
Biological Diversity (The Nagoya Protocol). 
89 20 targets allocated along five key goals by 2020, www.cbd.int/sp/targets/  
90 https://rm.coe.int/1680479ebd. Georgia joined the joint programme on ‘Establishment of the Conserved Area Emerald 
Network in South Caucasus and Central and East Europe’, www.eea.europa.eu/publications/protected-areas-in-the-
eastern/file  

http://www.cbd.int/sp/targets/
https://rm.coe.int/1680479ebd
http://www.eea.europa.eu/publications/protected-areas-in-the-eastern/file
http://www.eea.europa.eu/publications/protected-areas-in-the-eastern/file
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Sustainable management of forests 

EU-Georgia joint activities during 2014 to 2020 primarily considered domestic capacity building 

for the enforcement of Georgia’s relevant legislation and its approximation to the EU (DCFTA, 

2018),91 and cooperation in the prevention of illegal timber trade (MEPA, 2020). For example, 

in 2016 and 2017, 240 employees of the Department of Environmental Supervision were trained 

(DCFTA, 2017).  

In 2019, Georgia adopted a new Forest Code, which had been prepared with the technical 

assistance of the EU, the World Bank and the Gesellschaft für Internationale Zusammenarbeit 

(GIZ) (European Commission, 2020, p. 213). Specific bylaws focused on: i) forest use, ii) 

inventory and monitoring, and iii) protection, maintenance and restoration are in development 

(DCFTA, 2019 and 2020). A Forest and Land Use Decision Support System was developed and 

later improved. A Forest and Land Use Atlas, which provides data on forest and land use, was 

also launched and is publicly available online.92 

Trade in fish products 

With the technical assistance of the General Fisheries Commission for the Mediterranean 

(GFCM),93 Georgia began developing an electronic monitoring system in 2016. In 2017, the 

system was launched on several fishing vessels, while electronic logbooks were produced as 

well. Since 2019, the equipment has been added to an increasing number of ships, while the 

approximation of methodologies for stock assessment and fishing quotas is ongoing. However, 

a challenge was noted regarding the financial and human resources needed for developing the 

electronic monitoring system in Georgia (DCFTA, 2019). In 2017, Georgia was officially allowed 

to export fish and fish products to the EU (United Nations Economic Commission for Europe 

(UNECE), 2018).94 

2. Analysis of the DCFTA’s effects on wages, sectoral employment and household 

income (Task 14.2) 

Table 38. Wages, average monthly expenditure per capita and per household (GEL) 

 
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

Wages 557 598 636 713 773 818 900 940 999 1,068 1,129 

Average monthly 
expenditure per capita 

155 172 193 216 247 272 285 298 312 312 328 

Average monthly 
expenditure per household  

567 625 692 770 882 970 1,016 1,047 1,093 1,102 1,146 

Source: authors’ calculations based on data from Geostat. 

Table 39. Wages in business and non-business sectors (GEL) 

 

2014 2015 2016 2017 2018 2019 
Average 

change (%) 

Wages, business sector 800 897 938 1,020 1,101 1,162 8 

Wages, non-business 
sector95 

847 906 943 963 1,008 1,069 5 

Source: authors’ calculations based on data from Geostat. 

                                           
91 Among others, an EU-funded twinning project with Lithuania and Hungary on Strengthening Sustainable Forest 
Management in Georgia was launched in 2017. Through several study visits and exchange of knowledge between national 
experts, the project aimed to increase domestic capacity in legislation in forestry. 
92 To access the Atlas: https://atlas.mepa.gov.ge/?l=en  
93 In 2017, MENA and FAO on behalf of the GFCM signed up to a project ‘Technical assistance towards responsible 
fisheries and sustainable agriculture’. The GFCM provided two units of electronic signal transmission equipment, 
‘Transborders’, which were tested in October-December 2018. 
94 As a non-party cooperating country with the GFCM, Georgia took part in various training courses and meetings, also 
within the BlackSea4Fish project (FAO, n.b). 
95 Non-business sector: state institution, local government authority, legal entity under public law (LEUPL), non-
entrepreneurial (non-commercial) legal entity (N(N)LE). It also includes financial establishments (except for bureaux de 
change and pawnbrokers) regardless of organisational legal forms. Source: Geostat; Metadata, 
https://www.geostat.ge/media/30137/0709_120320_EN.pdf 

https://atlas.mepa.gov.ge/?l=en
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Table 40. Wages in selected sectors by economic activity (GEL) 

 

2014 2015 2016 2017 2018 2019 

Difference 
compared 

to total 
2014 (%) 

Difference 
compared 

to total 
2019 (%) 

Change 
2014-
2019 
(%) 

Total 818 900 940 999 1,068 1,129   38 

Agriculture, 
forestry, fishing 

501 588 570 643 701 704 (39) (38) 25 

Mining and 
quarrying 

903 1,047 1,154 1,260 1,379 1,385 10 23 59 

Manufacturing 721 777 783 868 930 1,037 (12) (8) 39 

Electricity, gas 
supply 

1,148 1,257 1,348 1,414 1,507 1,560 40 38 50 

Water supply, 
sewerage, waste 
management 

654 680 711 753 774 817 (20) (28) 20 

Construction 944 1,185 1,266 1,466 1,552 1,631 15 44 84 

Wholesale, retail 
trade; repair 

703 784 790 844 951 971 (14) (14) 33 

Transportation 
and storage 

1,048 1,153 1,156 1,238 1,296 1,382 28 22 41 

Accommodation 
and food service 
activities 

477 563 626 672 825 851 (42) (25) 46 

ICT 1,171 1,332 1,339 1,426 1,489 1,621 43 44 55 

Financial and 
insurance 
activities 

1,590 1,691 1,835 2,008 2,236 2,030 94 80 54 

Real estate 
activities 

899 962 1,017 1,093 1,106 1,193 10 6 36 

Education 455 482 534 577 596 652 (44) (42) 24 

Healthcare, 
Social 

742.0 845.7 914.6 953.3 983.6 1,049.5 (9) (7) 38 

Source: authors’ calculations based on data from Geostat. 
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Table 41. Distribution of average monthly 

income per household by year (GEL) 

Figure 52. Structure of household income 

sources (%) 

Income sources 
(GEL) 

2009 2014 2019 

Change 
2009-
2014 
(%) 

Change 
2014-
2019 
(%) 

1. Income, total 
(2+3) 

519 869 1,063 68 22 

2. Cash income 
and transfers 

437 791 993 81 26 

Wages 197 349 484 77 38 

From self-
employment 

58 80 113 37 42 

From selling 
agricultural 
production 

26 60 60 128 1 

Property income  7 10 12 43 22 

Pensions, 
assistances 

73 147 189 102 29 

Remittances 24 38 47 57 25 

Money received as 
gift 

52 108 87 109 -19 

3. Non-cash 
income 

82 78 70 -5 -10 

4. Other cash 
inflows 

65 126 112 93 -11 

Property disposal 7 10 7 36 -26 

Borrowing and 
dissaving 

58 116 105 100 -10 

5. Cash inflows, 
total (2+4) 

502 917 1,105 83 21 

6. Cash and non-
cash inflows, 
total (3+5) 

584 995 1,175 70 18 

 

 

Source: authors’ calculations based on data from 
Geostat. 

Source: authors’ calculations based on data from Geostat. 

 

 

Table 42. Distribution of average monthly 

expenditure per household by year (GEL) 

Figure 53. Structure of household expenditure 

(%) 

Types of expenditure 

(GEL) 
2009 2014 2019 

Chang
e 

2009-
2014 
(%)  

Chang
e 

2014-
2019 
(%) 

1. Consumption 
expenditure, total 
(2+3) 

491.
6 

728.
7 

851.5 48 17 

2. Cash consumption 
expenditure 

492 729 852 48 20 

On food, beverages, 
tobacco 

409 651 781 59 26 

On clothes and footwear 170 234 295 38 27 

On household goods 17 26 33 50 -7 

On healthcare 13 30 28 130 21 

Housing, water, 
electricity, gas and other 

fuels 
48 77 92 61 32 

On transport 46 76 101 64 38 

On education 35 68 94 97 -18 

Other consumption 
expenditure 

17 26 22 56 3 

3. Non-cash 
expenditure 

64 114 117 79 -10 

4. Cash non-
consumption 
expenditure 

82 78 70 -5 22 

5. Cash expenditure, 
total (2+4) 

75 241 295 220 21 

6. Expenditure, total 
(3+5) 

485 892 1,076 84 18 

 

 

Source: authors’ calculations based on data from 
Geostat. 

Source: authors’ calculations based on data from Geostat. 
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3. The DCFTA’s impact on the pillars of the Decent Work Agenda (Task 14.3) 

Employment  

Figure 54. Unemployment rate by age group (%) 

 

Source: Geostat. 

Note: In Georgia, the pension age for males is 65 years and for females 60 years, but retirement is not obligatory. 
Unemployment rate expresses the number of unemployed as a percentage of the labour force. Unemployed is a person 
aged 15 years and older, who during the reference period was not employed and was actively searching for work, and 
in the case of success was ready to start work within the next two weeks. 
 
 

Figure 55. Average monthly nominal earnings of 

employee by gender 

Figure 56. Average monthly income per 

household by urban and rural areas 

  

 

Source: authors’ calculations based on data from Geostat. Source: authors’ calculations based on data from Geostat. 
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Poverty 

Figure 57. Absolute poverty by age and gender Figure 58. Relative Poverty Indicators, share 

of population under 60% and 40% median 

consumption 

 

 

Source: authors’ calculations based on data from Geostat. Source: authors’ calculations based on data from 
Geostat. 

 

Table 43. Proportion of population below international poverty line (%) 

  200
9 

201
0 

201
1 

201
2 

201
3 

201
4 

201
5 

201
6 

201
7 

201
8 

201
9 

Absolute poverty 
rate at USD 1.9 a 
day (2011 PPP) 

10.1 12.0 11.1 8.5 6.4 4.9 3.7 3.8 5.0 4.5 3.8 

Absolute poverty 
rate at USD 3.2 a 
day (2011 PPP) 

28.9 30.6 28.3 25.4 20.8 17.8 15.7 16.1 16.1 15.5 14.8 

Absolute poverty 
rate at USD 5.5 a 
day (2011 PPP) 

59.9 60.8 59.0 54.9 49.5 45.7 44.8 43.3 43.0 42.5 41.9 

Source: authors’ calculations based on data from Geostat. 
 

 

Table 44. GINI coefficients 

  By total 
income 

By total 
cash 

inflows 

By total 
inflows 

By total 
consumption 

expenditures 

By total cash 
expenditures 

By total 
expenditures 

2009 0.43 0.50 0.45 0.40 0.47 0.43 

2010 0.44 0.49 0.45 0.42 0.48 0.44 

2011 0.43 0.49 0.46 0.42 0.49 0.46 

2012 0.42 0.47 0.44 0.41 0.48 0.44 

2013 0.40 0.43 0.41 0.39 0.45 0.42 

2014 0.40 0.43 0.41 0.39 0.47 0.44 

2015 0.40 0.43 0.41 0.38 0.45 0.43 

2016 0.40 0.43 0.41 0.39 0.46 0.43 

2017 0.41 0.45 0.43 0.40 0.47 0.45 

2018 0.39 0.42 0.40 0.37 0.44 0.42 

2019 0.39 0.42 0.40 0.37 0.44 0.43 

Source: authors’ calculations based on data from Geostat. 
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Social protection and healthcare 

Figure 59. Number of pensioners and recipients 

of social benefits (1,000 persons) 

Figure 60. Pensions, healthcare and social 

protection expenditure (% of GDP) 

  

Source: authors’ calculations based on data from Geostat. Source: authors’ calculations based on data from Ministry of 
Finance, state budget. 

Figure 61. Pensions (GEL million) 

  

Source: authors’ calculations based on data from Ministry of Finance, state budget. 

 

Table 45. Social assistance programmes (GEL million) 

  2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

Social assistance to target 
groups of the population  224.9 231.6 282.2 313.5 475.0 617.5 615.0 652.3 649.5 643.3 741.3 

Social rehabilitation and 
childcare 17.3 11.2 11.7 16.7 14.7 19.2 19.9 22.9 23.4 26.5 31.8 

Social benefits in a highland 
settlement                10.6 41.9 46.4 52.8 

Provision of state care, 
protection and assistance to 
victims of human trafficking                   6.1 6.3 

Total social assistance 242.2 242.8 294.0 330.2 489.7 636.6 635.0 685.7 714.9 722.3 832.2 

Source: authors’ calculations based on data from Ministry of Finance, state budget.  
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Information on social assistance programmes to target groups 

Social assistance to target groups is the largest budget outlay in the social assistance category 

and comprises three main subcategories: social package; targeted social assistance (TSA) - 

subsistence allowance; and refugee and IDP assistance.  

 Social package (monthly monetary benefit) - persons with disabilities, citizens after the 

death of a breadwinner, victims of political repression and certain categories of beneficiaries 

of state compensation. The number of beneficiaries is rather stable and roughly amounts to 

170,000, of whom 110,000 are men. During 2014 to 2019, the total amount of issued social 

package increased from GEL 200.9 million to GEL 250.6 million.96 

 Targeted social assistance (TSA) - subsistence allowance is a proxy means-tested family 

transfer. The formation of a unified database of socially vulnerable families began in 2005. 

Starting from 2009, the first member of a household received GEL 30/month and every 

other member GEL 24/month.97 Since 1 July 2013, these numbers have doubled.98 Since 

2015, the methodology of identification of unprotected families has changed99 and gradation 

of the amount of assistance was introduced, with a maximum level of assistance equal to 

GEL 60/month. The main, family transfer component of TSA has not been increased since 

2015, though the child benefit component was increased from GEL 10/month in 2015 to GEL 

50/month in 2019.100 

 Refugee and IDP assistance - in 2014 this was provided to 218,700 people, and in 2019 to 

228,900 people.101 Categories of assistance include the provision of housing. Money 

transfers to refugees and Internally Displaced Persons (IDPs) amount to GEL 120 million 

annually. 

Table 46. Subsistence allowance recipients 

 
2014 2015 2016 2017 2018 2019 

Household (1,000) 141.8 125.3 143 131.5 127.8 119.5 

Person (1,000) 421.4 389.7 476.1 455.8 435.5 427.3 

Household % of total 13.8 11.8 13.4 12.3 12.1 11.2 

Person % of total 9.4 10.4 12.8 12.2 11.7 11.5 

Subsistence allowance issued 

(GEL million) 
281.1 253.6 270.2 257.8 250.8 319.6 

Source: authors’ calculations based on data from Ministry of Finance, state budget.  

 

Healthcare 

Table 47. Healthcare expenditure by type (GEL million) 

 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

Health protection 
(total) 291.19 329.22 302.29 332.78 435.52 588.28 790.58 920.95 964.12 1,031.57 1,136.85 

Health insurance 
132.77 147.26 121.20 153.30 239.54 68.2      

Universal healthcare     69.92 338.47 573.62 681.23 709.69 760.38 828.67 

Public health protection 
  33.43 33.62 31.13 52.80 77.34 89.75 96.09 91.68 109.78 

Medical services priority 
areas 158.42 181.96 147.51 145.84 94.93 123.84 139.31 148.97 157.94 179.35 197.78 

                                           
96 Social Service Agency (2019), Social statistics 
97 Government Decree N145 on Social Assistance, 28 July 2006. 
98 Amendments to Government Decree N145. 
99 Government Decree N758 on the Methodology for Assessing the Socio-Economic Status of Socially Vulnerable Families 
(Households), 31 December 2014. 
100 UNICEF (2020), Georgia Social Protection System Readiness Assessment 
101 Ministry of Finance, State budget performance reports 

http://ssa.gov.ge/files/01_GEO/statistika/EXCEL/12/2019/2019.pdf
https://matsne.gov.ge/ka/document/view/10276?publication=0
https://matsne.gov.ge/ka/document/view/1952214?publication=0
https://www.unicef.org/georgia/media/4896/file/social_protection_system_Readiness.pdf
https://www.mof.ge/en/4565
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Source: authors’ calculations based on data from Ministry of Finance, state budget.  

Working conditions and labour standards 

Of the total number of working children aged 5-17 (33,700), 72.6% (24,400) were involved in 

child labour,102 of whom 63.9% (15,600) were occupied in hazardous work. A total of 82.6% 

(27,800) of working children were employed in agriculture.103  

Table 48. Distribution of children aged 5-17 by economic activity status and gender (%) 

Type of activity  Boy  Girl  Total 

Child labour  6.3  1.9  4.2  

Working children not in child labour  2.1  1.0  1.6  

Not working children  91.6  97.1  94.2 

Source: National Child Labour Survey 2015. 

 

According to the same survey, dropout numbers show the negative effect of childhood 

employment on their education. The share of non-working children who dropped out of school is 

1.4%, while this number is 10.1% for working children and 16.1% for children involved in 

hazardous work. 

 

4. The DCFTA’s impact on the informal economy and informal employment in 

Georgia (Task 14.4) 

Reforms implemented by Georgia for the reduction of the informal economy: 

Tax and customs reform. Since 2004, Georgia has implemented comprehensive reforms in 

tax policy and administration. During the period 2004 to 2008, the number of taxes were reduced 

from 21 to 6 and flat rates were introduced, as a result of which the overall tax burden on the 

business sector was reduced and tax administration simplified. Tax administration was also 

improved substantially, among others, through the introduction of electronic services and e-

filling system. In order to facilitate the formalisation of businesses, changes were introduced to 

the Tax Code in 2010, according to which the preferential tax regime was introduced for micro 

and small businesses. Micro businesses (up to GEL 30K annual income) were exempted from 

taxes, and the income tax rate for small businesses (up to GEL 100K annual income) was reduced 

from 15% to 5% and 3%. Simplification of the tax system and the reduction of tax rates 

continued in the following years. Examples from recent years are: further reduction of the tax 

rate on taxable income of small businesses from 5% to 1%, increase of the threshold for small 

businesses from GEL 100K to GEL 500K (2018), and reform of profit tax considering the 

exemption of the retained profit from profit tax (2016), which also facilitated reinvestment. 

Within the framework of AA/DCFTA approximation, Georgia has implemented important 

legislative changes. In 2019, Georgia’s Tax Code was approximated to the EU VAT legislation, 

namely to EU Directive 2006/112/EC. In 2016, a new Law on Accounting, Reporting and Audit104 

was adopted according to EU Directives 2013/34/EU and 2006/43/EC, and Service for Accounting 

Reporting and Auditing Supervision (SARAS),105 with the mission to enhance the reliability of 

financial and management information, was created. Other changes in company legislation in 

the framework of the AA related to the increase of operational standards of companies and 

transparency requirements.  

Since 2004, Georgian customs policy and administration have undergone significant reforms, 

which were intended to simplify and increase effectiveness of customs procedures and eliminate 

corruption. The number of customs duties was reduced from 16 different rates (on 10,608 tariff 

lines) to only 3 - 12%, 5% and 0%. 0% customs duty applies to most products, namely around 

                                           
102 Child labour - work that deprives children of their childhood, their potential and their dignity, and that is harmful to 
physical and mental development; Source: Geostat; National Child Labour Survey 2015. According to the ILO, whether 
or not particular forms of work can be called child labour depends on the child’s age, the type and hours of work 
performed, and the conditions under which it is performed. 
103 Geostat, National Child Labour Survey 2015 
104 https://matsne.gov.ge/ka/document/view/3311504?impose=translateEn&publication=4 
105 https://saras.gov.ge/en 

https://www.geostat.ge/media/21021/Georgia-National-Child-Labour-Survey-2015-Analytical-Report.pdf
https://www.geostat.ge/media/21021/Georgia-National-Child-Labour-Survey-2015-Analytical-Report.pdf
https://www.geostat.ge/media/21021/Georgia-National-Child-Labour-Survey-2015-Analytical-Report.pdf
https://matsne.gov.ge/ka/document/view/3311504?impose=translateEn&publication=4
https://saras.gov.ge/en


 

84 

85%. Establishment of the modern IT systems, introduction of e-declaration and e-system for 

permits and licences (where they are required), reduced time and financial costs for businesses 

and simplified customs administration. Reforms in customs policy and administration were 

accompanied by the development of modern infrastructure. Establishment of new and modern 

Customs Clearance Zones made customs clearance procedures easy, fast and less costly.  

Public procurement. Significant reforms were conducted in public procurement before the 

DCFTA, the aim of which was to increase transparency and eliminate corruption. The first 

significant change in the system was the introduction of the e-procurement system in 2010, and 

establishment of the Unified Electronic System of State Procurement, which replaced paper-

based process and increased transparency in public procurement. Introduction of e-bidding 

minimised possibility of corrupt transactions. A new system was given a high appraisal from 

international organisations (UN and EBRD) already in 2012 (for more details see Sub-task 

12.5).106 The reform in public procurement continues in the post-DCFTA period in terms of 

approximation of the public procurement legislation with the EU laws and best practices. In 2020, 

to increase independence of the DRB, which was operational under the State Procurement 

Agency, an independent body – the Dispute Resolution Council (DRC) – was established under 

the Competition Agency.  

Privatisation. Georgia conducted a radical reform of state-owned property and enterprises 

(SOEs) the aim of which was not only to reduce inefficiency in their management and increase 

private sector participation in the economy, but also to eliminate possibilities of corruption. In 

2010, Georgia introduced a system of e-auction in privatisation and set high standards of 

transparency. 

Licences and permits. The reform in the system of licences and permits was also intended to 

increase the transparency of the system and to eradicate corruption. As a result of the reform 

conducted in 2005-2006, the number of licences and permits was reduced dramatically, by about 

85%, and a ‘Silence is Consent’ principle was introduced. Licences and permits are required for 

activities and actions that represent a major hazard to human life or health, involve state/public 

interests of special importance, or are related to the use of state resources.107 Most licences are 

issued through electronic auctions, and interference by public officials in this process is minimal. 

According to the OECD assessment (2020), ‘As a result of a very proactive regulatory reform 

policy, the number of business licences has decreased by 85% and e-auction has been introduced 

for the allocation of the remaining licences, substantially reducing room for corruption’.108 

Labour policy. Georgia liberalised labour policy in the pre-DCFTA period (in 2006), aiming to 

simplify the business environment, reduce regulatory burden on businesses and eliminate 

corruption, which was a frequent case in business inspections. Labour inspection was abolished 

and hiring and firing procedures were simplified. The main reason for the abolition of the labour 

inspection was that inspection was corrupt and could not fulfil its functions properly.109 Abolition 

of labour inspection110 at that time caused dissatisfaction among trade unions and NGOs working 

on labour rights, but was perceived positively by employers’ organisations and the private sector, 

given theunfair practices applied by inspectors.111 In 2010, Georgia passed a new Labour Code 

that was more balanced, but concerns remained about non-compliance with international labour 

standards.112 

Within the framework of the AA/DCFTA, Georgia made substantial progress in the approximation 

of its national labour legislation and practice to the internationally agreed labour standards 

defined by ILO conventions related, among others, to working conditions, collective bargaining, 

                                           
106 Deepening EU–Georgian Relations: What Why and How, 2nd edition  
107 Georgian Law on Licences and Permits, 
https://matsne.gov.ge/ka/document/view/26824?impose=translateEn&publication=62 
108 OECD (2020), SME Policy Index Eastern Partner Countries, https://www.oecd-ilibrary.org/docserver/8b45614b-
en.pdf?expires=1630761950&id=id&accname=guest&checksum=7CBBD7816B5E76DF8126B563E8D9E9B8 
109 Friedrich Ebert Stiftung (2018), Abolition of Labour Inspection in Georgia, http://gtuc.ge/wp-content/ 
uploads/2018/10/Abolition-of-Labour-Inspection-in-Georgia.pdf 
110 Labour Code 2006 (Article 55) 
111 http://gtuc.ge/wp-content/uploads/2018/10/Abolition-of-Labour-Inspection-in-Georgia.pdf  
112 ILO, Supervising the application of International Labour Standards for Georgia, https://www.ilo.org/ 
dyn/normlex/en/f?p=1000 

https://matsne.gov.ge/ka/document/view/26824?impose=translateEn&publication=62
http://gtuc.ge/wp-content/uploads/2018/10/Abolition-of-Labour-Inspection-in-Georgia.pdf
http://gtuc.ge/wp-content/uploads/2018/10/Abolition-of-Labour-Inspection-in-Georgia.pdf
http://gtuc.ge/wp-content/uploads/2018/10/Abolition-of-Labour-Inspection-in-Georgia.pdf
https://www.ilo.org/dyn/normlex/en/f?p=1000
https://www.ilo.org/dyn/normlex/en/f?p=1000
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equal remuneration, antidiscrimination and labour inspection. The recent changes to the Labour 

Code (29.09.2020), among others, established stricter regulations for contractual and pre-

contractual labour relations, creating grounds for the formalisation of labour relations. 

Importantly, in 2020 Georgia established a fully-fledged labour inspection with greater 

independence and power to monitor and control labour conditions and implementation of labour 

laws, including informal employment, occupational health and safety. 

Streamlining of public service delivery. As a result of institutional reform in public service 

delivery and the introduction of a ‘one stop shop’ principle, registration (including business and 

property registration) and other procedures were simplified, and time and financial costs were 

reduced. As a result of the reform, the transparency of public services has increased and the 

practice of corruption associated with interaction with government officials has been significantly 

reduced. Modern and innovative Public Service Halls were established throughout the country, 

where up to 500 public services are provided in one place. In addition, more than 500 services 

are provided online through a single electronic portal (www.my.gov.ge). According to the OECD 

assessment (2020) ‘The country currently has one of the most advanced platforms in the EaP 

region for e-government services’.113 

Anticorruption strategies and institutional setup. Georgia has elaborated and approved 

anticorruption strategies and action plans (among others with the support of the OECD-ACN; 

GRECO). In 2013 (30 December), Georgia established an Interagency Coordination Council for 

the Fight against Corruption, which develops and monitors the implementation of biennial action 

plans. These plans include measures against corruption in both the public and private sectors, 

as well as measures to prevent corruption. Initially the Council was operating at the Ministry of 

Justice. Since March 2021, the Government Administration has carried out the organisational 

and logistical support of the Council’s activities.  

Figure 62. Corruption perception index Figure 63. Control of corruption  

(0-min;100-max) 

 

  

Source: Transparency International. Source: World Bank. 

 

                                           
113 OECD (2020), SME Policy Index Eastern Partner Countries, https://www.oecd-ilibrary.org/docserver/8b45614b-
en.pdf?expires=1630761950&id=id&accname=guest&checksum=7CBBD7816B5E76DF8126B563E8D9E9B8 
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https://www.oecd-ilibrary.org/docserver/8b45614b-en.pdf?expires=1630761950&id=id&accname=guest&checksum=7CBBD7816B5E76DF8126B563E8D9E9B8
https://www.oecd-ilibrary.org/docserver/8b45614b-en.pdf?expires=1630761950&id=id&accname=guest&checksum=7CBBD7816B5E76DF8126B563E8D9E9B8
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Figure 64. Georgia’s position in the World Bank Doing Business rankings 

 

Source: World Bank. 

 

Table 49. Informality indicators 

 

2008 2013 2019 
Europe & 
Central 

Asia 

All 
countries 

% of firms competing against unregistered or 
informal firms 

52.2 56.3 22.4 32.8 50 

% of firms formally registered when they 
started operations in the country 

99.6 96.8 99.2 96.3 89 

Number of years firm operated without formal 
registration 

0.4 1 0 0.3 0.6 

% of firms identifying practices of competitors 
in the informal sector as a major constraint 

27.6 14.3 13.2 21.9 28.3 

Source: World Bank, Enterprise Surveys. 

Table 50. Share of employment outside the formal sector in 2019 by gender and economic 

activity (%) 

Sector Total Male Female 

Agriculture 98.4 97.6 99.3 

Manufacturing 7.5 8.1 6.3 

Construction 53 54.9  

Trade, transportation, accommodation and food, and 
business and administrative services 

10 13.4 5.3 

Industry 25.6 30.3 4.8 

Services 6.6 9.9 3.7 

Total 44.3 46.2 42.2 

Source: ILO. 

5. Effects of the DCFTA on gender equality (Task 14.5) 

The report briefly discusses the trends related to women’s participation in Georgia’s labour 

markets, and their potential losses or gains in terms of employment and wages in the main 

sectors over the period 2010 to 2019.114 Moreover, the data related to opportunities for female 

entrepreneurship is examined. We also look at the development of prices of goods and services 

that are most likely to be consumed by women for personal or family use. These goods comprise 

the consumer basket of an average consumer in the country. Finally, the possible fiscal impact 

of the trade agreement on key social services for women is assessed. The analysis is 

complemented by evidence provided by the CGE modelling.  

                                           
114 In some sections, depending on data availability, we use different points of time within the analysed period. 
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Table 51. Gender indicators in Georgia 

 2010 2014 2019 

Females Males Females Males Females Males 

Life expectancy at birth (years) 76.0 66.9 77.2 68.2 78.1 69.3 

Share of youth not in education, 
employment or training (% of 

youth population) 

39.2 25.8 33.0 24.9 29.1 23.3 

Working poverty rate 9.7 10.4 3.5 4.9 2.6 3.3 

Unemployment rate115 17.6 22.5 14.5 19.9 10.2 12.8 

Youth unemployment rate 45.7 38.9 33.1 40.5 32.2 28.6 

Vulnerable employment (% of 
employment) 

57.5 57.4 55.5 54.0 45.2 49.8 

Source: ILO, ILOSTAT database. 

Note: working poverty rate is the percentage of employed people aged 15 above living below USD 1.90 per day in 

purchasing power parity (PPP). 

Stakeholder consultations 

The majority of stakeholders interviewed in Georgia thought that the Agreement had had a 

moderate to strong positive impact on female labour market participation and entrepreneurship, 

as well as gender equality in terms of income and working conditions. 

 

6. Assessment of the DCFTA’s environmental impact in Georgia (Task 14.6) 

Introduction 

The following section first includes an outline of the relevant context and methodological 

considerations that have guided the analysis. This also includes limitations and constraints. The 

subsequent section delves deeper into selected thematic areas, describing key aspects, looking 

at selected indicators to illustrate trends, and incorporating results from the CGE modelling 

where applicable.  

 

Context 

According to the Environmental Performance Index (EPI) for 2020, which measures countries’ 

performance across a variety of environmental indicators, Georgia ranks as number 102 out of 

180 countries.116 In terms of the overall score, this represents a slight worsening of performance 

across all indicators compared to the previous 10 years (Wendling et al., 2020b).  

Nevertheless, Georgia performs relatively well in the Index in areas such as sanitation and 

drinking water, water resources, ecosystem services and climate change, though with variation 

depending on the greenhouse gas (GHG) in question.117 On the other hand, Georgia scores 

relatively badly in areas such as air quality, air pollution, waste management, fisheries and 

agricultural use of nitrogen. With regard to air pollution emissions, the country ranks 177 out of 

180 countries. The associated indicator scores represent a significant worsening for the past 10 

years (Wendling et al., 2020b). 

As part of the Trade Sustainability Impact Assessment (TSIA) in support of negotiations on a 

DCFTA between the EU and Georgia, several potential environmental and climate impacts were 

identified and estimated (Ecorys & CASE, 2012). This included an assessment of the chemical 

industry and vegetables, which were identified as the economic sectors most affected. Moreover, 

the environmental profile for Georgia focused on air and water pollution, waste, climate change, 

biodiversity, deforestation and land degradation.  

                                           
115 ILO modelled estimate November 2020, total, age 15+. 
116 Note that while the index is from 2020, the underlying indicator data represents earlier years in almost all cases (see 
https://epi.yale.edu/downloads/epi2020technicalappendix20200803.pdf for details). 
117 More specifically, good scores are recorded for CH4 and F-gas emissions (82.3 and 83.9 over 100, respectively), 
while for CO2, NO2 and black carbon emissions the situation is worse (35.9, 40.1 and 26.5 over 100, respectively). For 
more details, see Wendling et al. (2020). 

https://epi.yale.edu/downloads/epi2020technicalappendix20200803.pdf
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Methodological considerations  

There are various ways in which environmental impacts may materialise from a DCFTA. First and 

foremost, increased economic activity and growth due to a trade agreement could create 

additional pressures on environmental resources, either as direct inputs in products being traded 

or as externalities from increased production. Economic growth could also affect consumption, 

and thus have an indirect impact on the environment. If it leads to higher or less sustainable 

consumption, this could cause negative impacts on the environment. On the other hand, 

economic growth could also make additional resources available, which could be used for 

environmental protection or more efficient and sustainable production.  

Additionally, trade could affect the structure of the economy, by shrinking or expanding certain 

sectors. Depending on which sectors are expanding, this may for example affect the demand for 

and pressure on different natural resources, such as land, forests and water. If the expansion 

relates to sectors with high environmental impact, it could also increase pollution, unless other 

factors help reduce this. 

However, technological changes as well as regulation can both influence environmental impacts 

and affect the impact of other effects such as structural changes and scale. Depending on the 

technology in question, this could for example help make production more efficient. As such, it 

could affect the resource intensity of production and potentially reduce environmental pressures 

from economic growth or an expansion of resource-intensive sectors. Regulatory cooperation 

and approximation could also affect environmental outcomes. This is a key aspect of many of 

the DCFTAs between the EU and third countries, with the intention of raising environmental 

protections and improving sustainability.  

To focus the assessment, a selection of key areas of potential impact was made. This is based 

on the initial selection of key environmental areas for Georgia made for the TSIA, as well as the 

areas outlined in the Handbook for Trade Sustainability Impact Assessment (European 

Commission, 2016, p. 23). The selected thematic areas are:  

1) Climate change 

2) Air quality and pollution 

3) Water quality and resources 

4) Biodiversity and ecosystems 

5) Waste 

 

In order to assess the environmental impact and potential unintended consequences of the 

DCFTA between Georgia and the EU in each of these areas, several methods and sources of 

information are used. These include quantitative indicators, results from CGE modelling, 

interviews and desk research.  

Data for different quantitative indicators were collected and analysed to illustrate trends over 

time for different environmental aspects. This specifically relates to a five-year period pre-DCFTA 

(2009-2014) as well as a five-year period after its signing (2014-2019).118 Based on the data 

for these periods, both changes in values between pre- and post-DCFTA, as well as the overall 

trend, are presented for selected indicators. However, one notable limitation is that this does 

not show causality but rather a descriptive overview of the developments in different areas. As 

such, these indicators are only used to showcase the evolution and change in values from before 

and after DCFTA implementation.  

The results of the CGE modelling uniquely allow for isolation and estimation of the effects of the 

DCFTA on specific areas, namely CO2 emissions from energy consumption. As such, the results 

of this will be integrated in the section on climate change. Desk research is used to analyse the 

situation before and after the DCFTA in more detail and to go beyond quantitative aspects. 

Additionally, information provided in interviews conducted during July-August 2021 will be 

incorporated to elaborate on or guide the different thematic sections where relevant.  

                                           
118 As the effects of the COVID-19 pandemic are outside the scope of this paper, 2019 is the latest year for which data 
has been collected. In cases where data is not available for 2019, the latest available year is used.  
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Key environmental results/evaluation119 

a. Air quality and pollution 

Context and baseline 

Air pollution has been a significant concern in Georgia, with road transport and the metallurgical, 

chemical and construction sectors highlighted as the main sources. Insufficient measurement 

stations and an outdated methodology for assessing air pollution also raised concerns that the 

reported numbers were underestimated (Ecorys & CASE, 2012, p. A57). With regard to 

transportation, Georgia had suspended mandatory technical inspections of motor vehicles in 

2004, which led to the sector contributing significantly to air pollution (MEPA, 2019). There were 

also regional problems related to specific pollutants. For example, due to the operation of a 

ferro-alloy plant in Zestaphoni, levels of manganese dioxide in the air were above defined levels 

in the area. However, efforts to modernise this and other plants to reduce air and other pollutants 

were ongoing at the time (Ecorys & CASE, 2012, p. A57). 

According to the TSIA, air pollution was generally expected to increase in the long run due to 

the DCFTA.120 Specifically, NOx and SOx were expected to increase by 2.2% and 2.4% 

respectively. However, pollution from particulate matter was expected to increase even further 

as a result of the DCFTA, with a 3.2% increase in PM2.5 and PMcoarse values each. Notably, 

these increases in pollutants were estimated as a result of a scale and composition effect, and 

did not take into account others, such as changes in technology, which could have a mitigating 

effect (Ecorys & CASE, 2012, p. A60). Positive effects on households’ purchasing power from the 

DCFTA, combined with a relatively low but increasing number of cars per capita, were expected 

to lead to a negative environmental impact unless mitigating measures were implemented 

(Ecorys & CASE, p. A65).  

 

Situation post-DCFTA 

With regard to air quality and particularly air pollution, Georgia does not perform well on the 

2020 EPI. The country ranks 119 on air quality and 177 on pollution emissions, out of 180 

countries (Wendling et al., 2020b).  

As can be seen in Figure 65, SOx pollution saw a significant increase over the period 2014 to 

2019, as it grew by 193.2%. NOx emissions, on the other hand, increased by only 0.6% over 

the same period, despite a peak in 2018. The sectors that contributed most to the increase in 

SOx and NOx pollution levels in Georgia were power generation, road transport, agriculture and 

other stationary combustion. Figure 65 Error! Reference source not found.also showcases 

the evolution in particulate matter. PM2.5 concentration levels decreased by 6.8% between 2014 

and 2019 in absolute values, largely due to a decrease in other stationary combustion (authors’ 

calculation based on EMEP/CEIP 2021). Notably, the decrease in mean population exposure was 

stronger, which decreased by 8.7% between 2014 and 2019 (OECD, 2020). PM10 levels also 

saw a decrease of 4% in the same period, largely due to a decrease in other stationary 

combustion,121 which is responsible for around a third of PM10 pollution.  

 

                                           
119 Please note that climate change and GHG are covered in the main report. 
120 Note that the ‘long run’ in this case does not refer to a specific period of time, but rather a time in which capital is 
able to reallocate (Ecorys & CASE, 2012, p. A26). 
121 For a definition of ‘other stationary combustion’ see www.ceip.at/fileadmin/inhalte/ceip/00_pdf_other/2021/main 
_pm_bc_gap-filling_documentation_2021_final.pdf 

http://www.ceip.at/fileadmin/inhalte/ceip/00_pdf_other/2021/main_pm_bc_gap-filling_documentation_2021_final.pdf
http://www.ceip.at/fileadmin/inhalte/ceip/00_pdf_other/2021/main_pm_bc_gap-filling_documentation_2021_final.pdf
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Figure 65. Emissions of air pollutants (Gg) 

Source: EMEP/CEIP (2019). 

 

While the transport sector remains one of the major sources of air pollution in Georgia, the 

government has made efforts to improve the situation. Since 2019, a mandatory requirement 

for the inspection of light transport vehicles has become fully operational, having been 

suspended in 2004, and fuel quality standards have been gradually tightened. Notably, even if 

most registered cars in Georgia remain older than 10 years, imports of electric and hybrid 

vehicles have increased. For example, imports of hybrids increased from 2% of total car imports 

in 2015 to 26.4% in 2017 (MEPA, 2019, p. 235).  

Notably, Georgia also made amendments to relevant legislation in 2020 aiming to meet 

European standards, which may have positive effects on air quality and emissions in the future. 

While the legislative changes are not evaluated here, they reportedly include improved air quality 

monitoring and increased sanctions on air pollution (MEPA, 2020a, pp. 188-189). 

 

b. Water quality and resources 

Context and baseline 

While Georgia is overall rich in water resources, the country has faced issues related to water 

quality, access and monitoring. According to the TSIA, there was no groundwater monitoring 

and only limited coverage of the water quality monitoring network. Groundwater represented 

the main source of drinking water, with the rest coming from surface water. Untreated municipal 

wastewater was believed to be among the key factors negatively affecting water quality. 

However, poor condition of water pipelines in cities and lack of protected sanitary zones around 

water sources were also considered to have a negative effect on water quality (Ecorys & CASE, 

2012, pp. A57-A58).  

Irrigation for agriculture and, to a lesser extent, drinking water supply are the main avenues for 

water consumption in Georgia. Notably, unsustainable use of water resources for irrigation, with 

losses of over 50%, was a particular issue in the agricultural sector (UNECE, 2016, pp. 75-76). 

The agricultural sector could also contribute to increasing ammonia-nitrogen pollution levels in 

water bodies due to improper treatment of wastewaters at livestock farms, animal grazing at 

the margins of lakes and over-fertilisation (MEPA, 2019, p. 67).  

According to the TSIA, several initiatives should have contributed to improving the quality of 

surface waters in Georgia in the years following the implementation of the DCFTA, including 

projects aiming to renovate sewage networks, construct wastewater treatment plants and 

modernise landfills (Ecorys & CASE, 2012, p. 58). Nevertheless, the expected boost in 

agricultural production and the chemical, rubber and plastics sector as a result of the DCFTA 

were identified as potentially having negative environmental effects. Increased agricultural 

production was tied to a likely increase in pesticides, fertilizers and chemicals use, which could 

0

10

20

30

40

50

60

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

PM2.5 PM10 NOx SOx



 

91 

lead to surface and groundwater pollution. The expected significant expansion of the chemical, 

rubber and plastics sector was seen to potentially lead to soil and water pollution, especially due 

to the increased demand for fertilizers in agriculture. However, for both sectors, stricter 

regulations and higher standards were seen to potentially mitigate these effects (Ecorys & CASE, 

2012, pp. A65+90).  

 

Situation post-DCFTA 

Georgia’s water quality monitoring system has expanded since 2014 (MEPA, 2019, pp. 79-80). 

The total number of monitoring points has more than doubled, from 69 in 2014 to 154 in 2017, 

with the greatest annual increase observed in 2015. In 2014, hydro-biological and hydro-

morphological monitoring systems were also implemented, in order to study the ecological status 

of water bodies in the countries. Groundwater monitoring, re-established in 2013 after a long 

disruption, grew from six monitoring points in 2014 to 51 in 2017 (MEPA, 2019, pp. 79-80). EU 

support and capacity building also played a part in improving the management of water 

resources. For example, EU investments in laboratory upgrading and technical capacity through 

the EUWI+ have helped modernise water monitoring activities in the country (EUWI+, 2021). 

Nevertheless, monitoring of groundwater and water quality remain a challenge (MEPA, 2019, p. 83). 

Concentrations of ammonia-nitrogen, the main source of surface water contamination in 

Georgia, were recorded within permissible limits in the majority of water sources, although in 

several rivers concentrations frequently exceeded the maximum allowable concentration of 0.39 

mg/l (MEPA, 2019, pp. 50-51). Regarding the quality of groundwater resources, results from 

groundwater monitoring carried out in the period 2014 to 2017 indicated chemical and 

microbiological parameters within the norm (MEPA, 2019, p. 53). Contamination of ammonia-

nitrogen in Georgia is primarily associated with discharge of untreated wastewater from urban 

agglomerations and agricultural facilities into water bodies (MEPA, 2019, p. 67). According to 

the EPI, Georgia performs relatively well and ranks 40th out of 180 countries with regard to 

wastewater treatment (Wendling et al., 2020b). Nevertheless, just 36.5% of the population were 

connected to treatment facilities in 2019, which represents only a slight increase from 32.1% in 

2015 (Geostat, 2020, p. 44).122  

The CGE modelling results indicate a boost in agricultural exports from Georgia to the EU due to 

the DCFTA, with cereals, processed food and other agricultural products recording increases of 

38%, 12.3% and 8.6% respectively. Nevertheless, as can be seen in Figure 66, the evolution in 

fertilizer and pesticide use in Georgia does not show a significant increase in the years following 

the implementation of the DCFTA. Pesticide use notably decreased between 2014 and 2015 (-

56%) and then slowly increased until 2019. Overall, pesticide consumption decreased by 7.6% 

between 2014 and 2019. Total fertilizer use has remained at around 50 kg per hectare since 

2014, with some fluctuations. Use of nitrogen fertilizer, which is the main fertilizer nutrient used, 

has also fluctuated, but nevertheless decreased by 19.4% from 2014 to 2019 (authors’ 

calculation based on FAO, n.d./b). Consumption of both pesticides and fertilizers overall was 

slightly lower in 2019 than 2014 levels.  

                                           
122 Lack of data on wastewater treatment on the years preceding 2015 prevent any possible analysis of the change 
before and after DCFTA implementation. 
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Figure 66. Fertilizer and pesticide use per area of cropland (kg/ha) 

 

Source: FAO (n.d./b), ‘Fertilizer indicators – Use per area of cropland’ and ‘Pesticide indicators – Use per area of cropland’. 

 

As can be seen in Figure 67, freshwater withdrawals as a share of available freshwater resources 

decreased by 28.6% from 2014 to 2018 (from 5.9% to 4.21%). Moreover, significant 

improvements have taken place regarding water use efficiency123 in Georgia since 2014. Water 

use efficiency improved notably from 2014, when it was about USD 6/m3, and continued to 

increase to USD 10.7/m3 in 2019. Though annual data on water use efficiency for different 

sectors was only available for 2012 and 2017, significant improvements can be seen in industrial 

water use efficiency (by almost 26% between the two years). Irrigated agricultural water use 

efficiency, on the other hand, only improved by 0.3% (authors’ calculation based on FAO, 

n.d./a).  

Figure 67. Freshwater withdrawal and water use efficiency 

 

Source: FAO (n.d./a): ‘Indicator 6.4.1 - Change in water use efficiency over time’ and ‘Indicator 6.4.2 - Level of water 
stress: freshwater withdrawal as a proportion of available freshwater resources’. 

 

                                           
123 Definition of water use efficiency can be found here: https://unstats.un.org/sdgs/metadata/files/Metadata-06-04-
01.pdf  
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According to national data, water consumption in agriculture grew significantly from 2014 to 

2017, from 226 million m3 in 2014 to 488 million m3, partly due to an expansion of irrigated 

agricultural area. In particular, the largest annual increase in water consumption from agriculture 

happened in 2015, which recorded an increase of 70% with respect to the previous year. Finally, 

water consumed by households decreased by 28% between 2014 and 2017 (MEPA, 2019, pp. 

45-46).124  

 

c. Biodiversity and ecosystems  

Context and baseline 

In 2014, Georgia’s score on the Red List Index, which is used to track trends in overall extinction 

risk for species, was 0.89 on a scale of 0-1, where 0 indicates all species are extinct and 1 

indicates all species are classified as Least Concern (United Nations Statistics Division 

(UNSTATS), n.d.). Nevertheless, several of Georgia’s endemic species were categorised as 

endangered or having disappeared (UNECE, 2016, p. 103). Due to lack of regular monitoring, 

there is a general scarcity of information available on the dynamics of species populations 

included in the list.  

Covering roughly 40% of the whole land area, forests are the predominant ecosystem in Georgia 

(UNECE, 2016, p. 104). Georgian forests have traditionally faced multiple threats, including fires, 

illegal logging, pests and diseases, over-grazing and unsustainable forest management 

practices. Illegal and unsustainable logging in particular has been a problem for Georgia in the 

last two decades, mainly caused by rural poverty and lack of access to alternative and affordable 

energy sources (MEPA, 2014, pp. 31-32). The vast majority of rural households use wood 

extracted from nearby forests for heating or cooking purposes, or as a building material. 

Ineffective management and control of these practices is a cause of extensive degradation in 

forest quality and composition (UNECE, 2016, p. 179). Gathering of non-timber forest products, 

such as bulbs of snowdrops (Galanthus spp.) and seeds of Caucasian fir (Abies nordmanniana), 

is also a common activity for supporting the livelihoods of rural people. While limits have been 

set on the volumes of these licensed for harvesting (300 tonnes of Caucasian fir cones, 13 million 

snowdrop bulbs), there is no reliable information about the real volumes gathered, making it 

difficult to assess the sustainability of these activities. Nevertheless, according to experts’ 

estimates, there are no obvious signs of reduction in the volumes of these products. (MEPA, 

2014, p. 32; UNECE, 2016, p. 108). 

Georgia has rich fishery resources, in particular pelagic species such as anchovies and sprats. 

Prior to the establishment of the DCFTA, Georgia’s fishing activity focused almost exclusively on 

European anchovies, which in 2014 accounted for more than 95% of total fishery production 

(authors’ calculation based on FAO, 2021). Georgia’s fishing activities are regulated by a 

licensing system adopted in 2006 to address unsustainable practices such as poaching. The Total 

Allowable Catch (TAC) varies every year depending on fish availability (UNECE, 2018). The main 

threats to the sector are related to overfishing and illegal fishing activities, eutrophication and 

pollution of water bodies, and anthropogenic introduction of alien species (UNECE, 2016). These 

factors all contribute to a declining number of species and quantity of fish in Georgia’s waters, 

which remains a serious problem for the country (MEPA, 2020b).  

Among the key threats to biodiversity, TSIA had identified deforestation caused by excessive 

and illegal logging, poaching, overgrazing and unsustainable agricultural practices (Ecorys & 

CASE, 2012). In particular, the forest sector was identified as one of the key sectors that may 

experience a significant environmental impact due to the DCFTA, mainly due to a potential 

increase in illegal and/or excessive forest exploitation. However, the DCFTA was not expected 

to lead to an increase in demand for non-certified wood products but instead to incentivise an 

improvement in forest management, therefore generating an overall, slightly positive outcome.  

Overall, the DCFTA was expected to have a small but positive effect on biodiversity conservation by 

creating a more conducive environment for the implementation and ratification of environmental 

agreements such as the Convention on International Trade in Endangered Species (CITES), the 

Convention on Biological Diversity and the Cartagena Protocol on Biosafety (Ecorys & CASE, 2012, 

                                           
124 Percentages are authors’ calculations. 
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p. А64). However, a general lack of public awareness on the risks related to environmental 

devastation was highlighted as potential risk for biodiversity conservation (ibid., p. 63).  

 

Situation post-DCFTA 

On the one hand, Georgia ranked 126 out of 180 countries in the biodiversity and habitat 

category of the 2020 EPI, which does not indicate a particularly good performance compared to 

other countries. On the other hand, Georgia ranks 25 out of 180 in relation to ecosystem 

services, in particular due to improvements related to tree cover loss. The country also performs 

relatively well in the ranking with regard to the Species Habitat Index, which measures the 

average proportion of suitable habitat for a country’s species that remain intact relative to the 

baseline year 2001 (Wendling et al., 2020b).  

Indicators related to biodiversity show a relatively stable situation since the implementation of 

the DCFTA. Georgia’s performance on the Red List Index has remained stable, scoring almost 

the same in 2019 as in 2014 (around 0.89) in overall extinction risk, though recording a 

negligible deterioration of -0.04% over the period (UNSTATS, n.d.).125 The total number of 

threatened species126 in Georgia is 124, the majority of which are plant species (IUCN, 2021). 

Nevertheless, the status of most species in Georgia has generally been unknown, making it 

difficult to compare trends and assess conservation activities (UNECE, 2016). 

Efforts to improve this have been ongoing, and in 2020 Georgia adopted a 10-year biodiversity 

monitoring plan. A new Spatial Monitoring and Reporting Tool (SMART) system was also 

introduced in 2021 to help rangers collect biodiversity data and register violations in protected 

areas (UNDP, 2021). Specifically in terms of forest management, a major reorganisation 

happened in 2013, when the National Forestry Agency and the Forest Policy Service were 

established, and the number of forest rangers was significantly increased (MEPA, 2014, p. 36). 

The first National Forest Inventory (NFI) was initiated in 2018 (FAO, 2020). 

As can be seen in Figure 68, tree cover loss in Georgia has been on a downward trend since 

2010, with a steep increase in 2016. In 2019, 166.2 hectares of tree cover was lost, which was 

less than the previous year, though more than was recorded in 2014. Notably, however, the 

total tree cover loss between 2015 and 2019 (1,240 hectares) represents less than 0.04% of 

Georgia’s overall forest cover, which corresponds to approximately 2.8 Mha (authors’ calculation 

based on Global Forest Watch (2021) and FAO (n.d./b)). According to FAO (n.d./b), in fact, 

forest land has remained stable in Georgia since 2010. 

Figure 68. Tree cover loss (ha) 

 

Source: Global Forest Watch, 2021. 

 

 

                                           
125 Details on the Red List Index score: https://unstats.un.org/sdgs/metadata/files/Metadata-15-05-01.pdf. 
126 This includes critically endangered, endangered and vulnerable species. 
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Regarding illegal logging activities, data from Geostat (2020) show a decrease since 2014, when 

illegal logging production peaked at almost 46,000 cubic metres.127 While illegal logging was 

reported at a lower level in 2019 than in 2014, it increased compared to the previous year in 

both 2019 and 2017.  

Despite the existence of fishing quotas, Georgia does not perform well in the fisheries category 

of the EPI index, where it ranks 132nd out of 180 countries (Wendling et al., 2020b), partly due 

to lack of information about fish stock status and a poor performance in the Marine Trophic 

Index.128 Georgia was accredited to export fish and fish products to the EU only in 2017 (UNECE, 

2018). As Figure 47 shows, there was a steep increase in total fisheries production in 2017. 

Anchovy production was at over 99,000 tonnes in 2017, for example, almost quadruple the 

amount caught in 2016 and above the 2016-2017 quota of 90,000 tonnes (FAO, 2021; MEPA, 

2020b). Between 2014 and 2019, catches of European anchovy increased by 399% (authors’ 

calculation based on FAO, 2021). According to UNECE (2018, pp. 136-137), the increase in 

overall fisheries production was due to improved market access conditions with the EU, which 

fuelled optimism and a wish to expand in the EU market among actors within the fishing industry. 

 

Figure 69. Fish catches by species (tonnes) 

 
Source: FAO (2021) Fisheries and Aquaculture Statistics ‘Global Capture Production 1950-2021’. 

However, data retrieved from the Sea Around Us database (Brown et al., 2020), indicate that 

there may also be significant unreported catches. According to this database, a sharp increase 

in Georgia’s overall fishery production happened already in 2013, mainly driven by unreported 

catches of anchovies in the Black Sea. Since then, the amount of unreported anchovy catches 

has remained relatively high and stable, with total production well above the TAC. In 2017, when 

fishery exports were allowed from Georgia to the EU, no significant increase in unreported 

catches was observed (Brown et al., 2020).  

 

d. Waste 

Context and baseline 

While domestic waste production per capita in Georgia was below the EU average, it was rising 

rapidly and contributing to water, land and air pollution due to improper management (Ecorys & 

CASE, 2012, p. A58). According to the TSIA, there was ‘no government strategy for waste 

management, no comprehensive law on waste treatment and the effectiveness of enforcement 

of existing regulations [was] low’ (Ecorys & CASE, 2012, p. A58). Moreover, access to data was 

a significant issue related to waste, due to a lack of regular systematic monitoring of waste 

                                           
127 Note that data is only available from 2013.  
128 Georgia ranks 109 out of 180 countries in terms of the Marine Trophic Index, which measures the extent to which a 
country’s catches are depleting stocks of fish from lower trophic levels (Wendling et al., 2020). 
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generation and collection and e.g. no reporting requirements for industrial waste (UNECE, 2016, 

pp. 89-91).  

While specific data was absent, the industries considered to be the main waste producers 

included the mining industry (including coal extraction/processing), oil processing industries, 

ferrous and nonferrous metallurgy and manufacturing industries (UNECE, 2016, p. 91). Waste 

collection services were only provided in larger cities, and very few official landfills met 

environmental standards. Management of hazardous waste, including medical waste, was 

another challenge, and hazardous waste often ended up in landfills (Ecorys & CASE, 2012, p. 

А58). No incentives were provided for reducing waste, as the waste charges were neither 

dependent on volumes thrown away, nor reflected in the cost (UNECE, 2016, p. 47).  

Due to a general lack of separate collection or sorting, most waste was transported directly to 

landfills, without being sorted or recycled (UNECE, 2016, pp. 89-90). The first sanitary landfill 

for municipal waste became operational in Rustavi in 2011 and another in 2012 near Tbilisi. The 

former included a sorting facility, though, due to lack of separate collection among others, only 

around 6% of waste was sorted out as recyclable. Besides this, recycling and material recovery 

largely took place through informal activities and private initiatives. For example, a separate 

collection was offered by COOP Georgia in 2012 to interested customers (UNECE, 2016, pp. 89-

90).  

 

Situation post-DCFTA 

Despite progress around the legislative framework, waste remains an issue in Georgia. The 

country scored 0 on the 2020 EPI category of waste management, and was consequently placed 

at the very bottom of the ranking in joint 133rd place with several other countries (Wendling et 

al., 2020b). Despite improvements in collection services for municipal solid waste, they remain 

unevenly distributed among urban and rural areas, with 98% coverage in urban areas and only 

64% in rural areas (World Bank, 2021, pp. 82-83). None of Georgia’s landfills for municipal 

waste are considered to conform to EU standards (European Commission, 2020, p. 15; World 

Bank, 2021, p. 69). However, Georgia has received EU support for improving waste management 

through the ‘Technical assistance for the improvement of waste management systems in 

Georgia’ project, which e.g. funded a pilot project on waste separation, collection and recycling, 

launched in Marneuli (EEAS, 2019). 

According to interviews with public sector representatives, the DCFTA has nevertheless had a 

positive impact on waste management, with significant changes to the legal framework in order 

to bring it in line with the EU. A new Waste Management Code was introduced at the end of 

2014, which has modernised the approach to waste management (UNECE, 2016, p. 89). Among 

others, it introduced the principle of Extended Producer Responsibility (EPR), placing 

responsibility on producers and those placing products on the market to ensure the product is 

designed in a way that reduces environmental impact and waste.129 The Code also prohibited 

littering, required registration for collecting and transporting waste from 2016, and introduced 

an obligation for companies, depending on the type and quantity of waste produced, to prepare 

waste management plans and appoint a responsible manager. The specific EPR schemes, which 

are gradually introduced in legislation, cover six waste streams: batteries and accumulators, 

tyres, obsolete vehicles, oils, packaging waste, and electrical and electronic waste (MEPA, 

2020a). While recycling and recovery data are largely absent, the government has set collection, 

recovery and recycling targets for specific product categories within the waste streams.130 

Due to the general lack of reporting and data regarding the various types of waste generated 

and treated in Georgia (MEPA, 2019, p. 181), it is not possible to showcase a trend for the time 

before and after the implementation of the DCFTA. Nevertheless, a comprehensive study of the 

solid waste sector in Georgia was conducted by the World Bank (2021). According to this study, 

1.12 million tonnes of municipal solid waste was generated in 2019, with around 71% generated 

in urban areas and around 29% in rural areas.131 This is higher than the 915,000 tonnes of 

                                           
129 See the Waste Management Code Article 9: https://matsne.gov.ge/ka/document/download/2676416/1/en/pdf 
130 For a detailed overview of the different targets, see World Bank (2021). 
131 Percentages are authors’ own calculations based on numbers provided in World Bank (2021). 

https://matsne.gov.ge/ka/document/download/2676416/1/en/pdf
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municipal waste estimated to have been generated in 2017 (MEPA, 2019, p. 175). While this 

figure indicates that waste generation has increased, it should be treated with caution due to 

potential differences in methodologies used.  

In 2019, biodegradable waste accounted for the largest share (46%) in terms of weight, with 

plastic (15%) and paper (12%) following (World Bank, 2021).132 Waste electrical and electronic 

equipment (WEEE) is responsible for a small share of overall waste in terms of weight. According 

to the World Bank (2021) study, it amounted to only 0.98% of all municipal solid waste in 2019. 

Nevertheless, as can be seen in Figure 70, electronic waste generated per capita has been 

increasing annually. From 2014 to 2019, it increased by 38% (authors’ calculation based on 

UNSTATS, 2020).  

 

Figure 70. Electronic waste generated, per capita (kg) 

 

Source: UNSTATS (2020), ‘Indicator 12.4.2: Electronic waste generated per capita (Kg)’. 

  

                                           
132 Note that the percentages have been rounded.  
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Table 52. DCFTA impacts on CO2 emissions by firms 

Sector MtCO2 % 

Non-ferrous metals  0.00001 2.01% 

Iron and Steel  0.00207 0.77% 

Electronic and optical products  0.00000 0.72% 

Electrical equipment  0.00000 0.64% 

Textiles 0.00000 0.61% 

Machinery and equipment nec  0.00000 0.56% 

Wearing apparel  0.00001 0.52% 

Manufactures nec  0.00000 0.47% 

Oilseeds and plant based oils  0.00000 0.45% 

Leather products  0.00000 0.45% 

Pharmaceuticals 0.00000 0.43% 

Chemicals  0.00001 0.22% 

Motor vehicles and parts  0.00000 0.19% 

Transport services  0.00664 0.13% 

Mining  0.00004 0.11% 

Other Manufacturing products  0.00000 0.00% 

Cereals  0.00000 -0.02% 

Other Primary  0.00000 -0.02% 

Fruit and vegetables  -0.00002 -0.11% 

Other services  -0.00477 -0.22% 

Beverages and tobacco  -0.00018 -0.34% 

Other Agri-food  -0.00018 -0.61% 

Rubber and plastics  -0.00002 -1.12% 

Processed food  -0.00031 -1.15% 

Source: author’s calculations based on the CGE model. 
Note: emissions refer to CO2 emissions from energy consumption only. 
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ANNEX G: ANALYSIS OF THE DCFTA’S EFFECTS ON HUMAN RIGHTS (TASK 15) 

Table 53. Ratification status of core international human rights treaties by Georgia 

Convention against Torture and Other Cruel Inhuman or Degrading Treatment or 
Punishment (CAT) 

 

-Optional Protocol of the Convention against Torture (CAT-OP) 

 

Ratification date- 
26.10.1994 

 

Ratification date- 
09.08.2005 

International Covenant on Civil and Political Rights (CCPR) 

 

Second Optional Protocol to the International Covenant on Civil and Political Rights aiming 
to the abolition of the death penalty (CCPR-OP2-DP) 

 

Ratification date- 
03.05.1994 

 

 

Ratification date- 
22.03.1999 

Convention on the Protection of All Persons from Enforced Disappearance (CED) 

 

-Interstate communication procedure under the International Convention on the Protection 
of All Persons from Enforced Disappearance (CED, Art.32) 

 

 

Convention on the Elimination of All Forms of Discrimination against Women 
(CEDAW) 

 

Ratification date- 
26.10.1994 

International Convention on the Elimination of All Forms of Racial Discrimination 
(CERD) 

 

Ratification date- 
02.06.1999 

International Covenant on Economic, Social and Cultural Rights (CESCR) 

 

Ratification date- 
03.05.1994 

International Convention on the Protection of the Rights of All Migrant Workers 
and Members of Their Families (CMW) 

 

 

Convention on the Rights of the Child (CRC) 

 

Optional Protocol to the Convention on the Rights of the Child on the involvement of children 
in armed conflict (CRC-OP-AC) 

 

Optional Protocol to the Convention on the Rights of the Child on the sale of children child 
prostitution and child pornography (CRC-OP-SC) 

Ratification date- 
02.06.1994 

Ratification date- 
03.08.2010 

 

Ratification date- 
28.06.2005 

Convention on the Rights of Persons with Disabilities (CRPD) 

 

Ratification date- 
13.03.2014 

Source: authors’ compilation based on information gathered from 
https://tbinternet.ohchr.org/_layouts/15/TreatyBodyExternal/Treaty.aspx  

 

 

Ratification status of key ILO Conventions by Georgia 

18 Conventions 

 Fundamental Conventions: 8 of 8 

 Governance Conventions (Priority): 2 of 4 

 Technical Conventions: 8 of 178 

 Out of 18 Conventions ratified by Georgia, of which 18 are in force, no Convention has 

been denounced, and none have been ratified in the past 12 months. 

 

https://tbinternet.ohchr.org/_layouts/15/TreatyBodyExternal/Treaty.aspx
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Table 54. Fundamental Conventions and Governance Conventions (Priority) 

C029 - Forced Labour Convention In Force 

C087 - Freedom of Association and Protection of the Right to Organise Convention In Force 

C098 - Right to Organise and Collective Bargaining Convention In Force 

C100 - Equal Remuneration Convention In Force 

C105 - Abolition of Forced Labour Convention In Force 

C111 - Discrimination (Employment and Occupation) Convention In Force 

C138 - Minimum Age Convention, Minimum age specified: 15 years In Force 

C182 - Worst Forms of Child Labour Convention In Force 

C122 - Employment Policy Convention In Force 

C144 - Tripartite Consultation (International Labour Standards) Convention In Force 

Source: authors’ compilation based on information gathered from:  

www.ilo.org/dyn/normlex/en/f?p=1000:11200:0::NO:11200:P11200_COUNTRY_ID:102639 

 

Table 55. Technical Conventions 

C052 - Holidays with Pay Convention In Force 

C088 - Employment Service Convention In Force 

C117 - Social Policy (Basic Aims and Standards) Convention In Force 

C142 - Human Resources Development Convention In Force 

C151 - Labour Relations (Public Service) Convention In Force 

C163 - Seafarers' Welfare Convention In Force 

C181 - Private Employment Agencies Convention, In Force 

C185 - Seafarers' Identity Documents Convention (Revised) 

Amendments of 2016 to the Annexes to Convention No. 185 

In Force 

Source: authors’ compilation based on information gathered from 
www.ilo.org/dyn/normlex/en/f?p=1000:11200:0::NO:11200:P11200_COUNTRY_ID:102639  

Up-to-date Conventions and Protocols not ratified by Georgia (by type) 

www.ilo.org/dyn/normlex/en/f?p=1000:11210:0::NO:11210:P11210_COUNTRY_ID:102639  

 

http://www.ilo.org/dyn/normlex/en/f?p=1000:11200:0::NO:11200:P11200_COUNTRY_ID:102639
http://www.ilo.org/dyn/normlex/en/f?p=1000:11200:0::NO:11200:P11200_COUNTRY_ID:102639
http://www.ilo.org/dyn/normlex/en/f?p=1000:11210:0::NO:11210:P11210_COUNTRY_ID:102639
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Table 56. Indicators on human rights in Georgia  

 

 Indicator 2014 2015 2016 2017 2018 2019 2020 

 

1 
Protection of property 

rights sub-index                                                                  

score- 4.20 score- 4.24 score-4.6 score- 4.7 score- 5.14 score- 5.24 score- 5.23 

regional rank- 

22 
regional rank- 19 regional rank- 16 regional rank- 14 regional rank- 14 regional rank- 13 regional rank- 14 

global rank- 110 global rank- 92 global rank- 89 global rank- 88 global rank- 74 global rank- 70 global rank- 73 

2 
Integrity of the legal 

system sub-index 

global rank- 

31/99 

global rank- 

29/102 

global rank- 

34/113 

global rank- 

38/113 

global rank- 

38/113 

global rank- 

41/126 

global rank- 

42/128 

overall score- 

0.60 

overall score- 

0.65 

overall score- 

0.65 

overall score- 

0.61 

overall score- 

0.61 

overall score- 

0.61 

overall score- 

0.60 

3 
Average and median age    

median age- 

37.7  

median age- 

37.8 

median age- 

37.8 

median age- 

37.8 

median age- 

37.8 

median age- 

38.3 

4 

Maternal mortality ratio 

(deaths per 100 000 live 

births) 29 deaths 27 deaths 26 deaths 25 deaths       

5 

Death rate due to road 

traffic injuries 14.5 15.8 14.9 13.3 11.8 12.4   

6 

Neonatal mortality rate 

(deaths per 1 000 live 

births) 7.304 deaths 6.689 deaths 6.115 deaths 5.603 deaths 5.193 deaths 4.883 deaths   

7 

Under-five mortality rate 

(deaths per 1 000 live 

births) 10.9 deaths 10.5 deaths 10.2 deaths 10 deaths 9.8 deaths 9.6 deaths   

8 

Average life expectancy 

rate 72.707 years 72.973 years 73.207 years 73.414 years 73.6 years 73.776 years   

9 

Number of new HIV 

infections per 1 000 

uninfected population, by 

sex, age and key 

populations 0.18 0.18 0.18 0.18 0.18     

10 

Tuberculosis incidence per 

1 000 population 106 99 92 86 80 74   

11 

Adolescent birth rate (aged 

10-14 years; aged 15-19 

years) per 1 000 women in 

that age group 51.5 48.6 43.6 36.2 30.1 29.4   

12 

Age-standardised 

prevalence of current 

tobacco use among   30.40% 30.10% 29.90% 29.70%     

https://www.internationalpropertyrightsindex.org/
https://www.internationalpropertyrightsindex.org/
https://worldjusticeproject.org/rule-of-law-index/global/2020/Georgia/table
https://worldjusticeproject.org/rule-of-law-index/global/2020/Georgia/table
https://worldjusticeproject.org/sites/default/files/files/wjp_rule_of_law_index_2014_report.pdf
https://worldjusticeproject.org/sites/default/files/files/wjp_rule_of_law_index_2014_report.pdf
https://worldjusticeproject.org/sites/default/files/files/wjp_rule_of_law_index_2014_report.pdf
https://worldjusticeproject.org/sites/default/files/files/wjp_rule_of_law_index_2014_report.pdf
https://www.worldometers.info/world-population/georgia-population/
https://data.unicef.org/resources/data_explorer/unicef_f/?ag=UNICEF&df=GLOBAL_DATAFLOW&ver=1.0&dq=GEO.MNCH_MMR.&startPeriod=1970&endPeriod=2021
https://data.unicef.org/resources/data_explorer/unicef_f/?ag=UNICEF&df=GLOBAL_DATAFLOW&ver=1.0&dq=GEO.MNCH_MMR.&startPeriod=1970&endPeriod=2021
https://data.unicef.org/resources/data_explorer/unicef_f/?ag=UNICEF&df=GLOBAL_DATAFLOW&ver=1.0&dq=GEO.MNCH_MMR.&startPeriod=1970&endPeriod=2021
https://data.worldbank.org/indicator/SH.STA.TRAF.P5?end=2019&locations=GE&start=2000&view=chart
https://data.worldbank.org/indicator/SH.STA.TRAF.P5?end=2019&locations=GE&start=2000&view=chart
https://data.unicef.org/resources/data_explorer/unicef_f/?ag=UNICEF&df=GLOBAL_DATAFLOW&ver=1.0&dq=GEO.CME_MRM0.&startPeriod=1970&endPeriod=2021
https://data.unicef.org/resources/data_explorer/unicef_f/?ag=UNICEF&df=GLOBAL_DATAFLOW&ver=1.0&dq=GEO.CME_MRM0.&startPeriod=1970&endPeriod=2021
https://data.unicef.org/resources/data_explorer/unicef_f/?ag=UNICEF&df=GLOBAL_DATAFLOW&ver=1.0&dq=GEO.CME_MRM0.&startPeriod=1970&endPeriod=2021
https://data.unicef.org/country/geo/
https://data.unicef.org/country/geo/
https://data.unicef.org/country/geo/
https://data.worldbank.org/indicator/SP.DYN.LE00.IN?locations=GE
https://data.worldbank.org/indicator/SP.DYN.LE00.IN?locations=GE
https://w3.unece.org/SDG/en/Indicator?id=10
https://w3.unece.org/SDG/en/Indicator?id=10
https://w3.unece.org/SDG/en/Indicator?id=10
https://w3.unece.org/SDG/en/Indicator?id=10
https://w3.unece.org/SDG/en/Indicator?id=10
https://data.worldbank.org/indicator/SH.TBS.INCD?locations=GE
https://data.worldbank.org/indicator/SH.TBS.INCD?locations=GE
https://apps.who.int/gho/data/view.main.1630AG
https://apps.who.int/gho/data/view.main.1630AG
https://apps.who.int/gho/data/view.main.1630AG
https://apps.who.int/gho/data/view.main.1630AG
https://w3.unece.org/SDG/en/Indicator?id=104
https://w3.unece.org/SDG/en/Indicator?id=104
https://w3.unece.org/SDG/en/Indicator?id=104
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persons aged 15 years and 

older 

13 

Public expenditure on 

health, education and 

social protection 

health/ GDP-

8.4%/per 

capita-345USD 

health/ GDP-

7.9%/per capita-

276 USD 

health/ GDP-

8.4%/per capita-

302 USD 

health/ GDP-

7.1%/per capita-

286USD 

health/ GDP-

7.1%/per capita-

313 USD 

health/ GDP-/per 

capita- 

health/ GDP-/per 

capita- 

education-  education 

education/GDP-

3.59% 

education/GDP-

3.57% 

education/GDP-

3.52% education education 

social protection social protection social protection social protection social protection social protection social protection 

14 Press Freedom Index 29.78 27.7 27.96 27.76 27.34 28.98 28.59 

Source: authors’ compilation. 

https://w3.unece.org/SDG/en/Indicator?id=104
https://w3.unece.org/SDG/en/Indicator?id=104
https://knoema.com/atlas/Georgia/Press-freedom-index
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ANNEX H: ASSESSMENT OF THE DCFTA’S IMPACT ON COMPETITIVENESS, 
BUSINESS ENVIRONMENT AND INVESTMENT CLIMATE (TASK 16) 

Table 57. Global Competitiveness Index (GCI) scores, 2009-2018 

  2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

1st pillar: Institutions 3.89 3.82 3.87 3.97 4.00 4.00 4.21 4.38 4.35 4.20 

2nd pillar: Infrastructure 3.23 3.60 3.75 3.95 4.35 4.31 4.31 4.19 4.14 4.19 

3rd pillar: Macroeconomic 
environment 

4.02 3.73 3.26 3.65 4.40 4.91 5.14 4.95 5.24 5.10 

4th pillar: Health and 
primary education 

5.14 5.26 5.64 5.70 5.79 5.75 5.84 5.79 5.86 5.79 

5th pillar: Higher education 
and training 

3.72 3.70 3.74 3.87 3.82 3.79 3.89 4.00 4.06 4.02 

6th pillar: Goods market 
efficiency 

4.17 4.09 4.18 4.16 4.18 4.29 4.40 4.48 4.57 4.51 

7th pillar: Labour market 
efficiency 

4.83 4.94 4.75 4.74 4.67 4.59 4.49 4.56 4.51 4.39 

8th pillar: Financial market 
development 

4.06 3.84 3.62 3.68 3.79 3.91 3.90 3.87 4.16 4.06 

9th pillar: Technological 
readiness 

2.80 2.92 3.14 3.23 3.71 3.83 3.85 3.81 4.21 4.26 

10th pillar: Market size 2.72 2.89 2.80 2.80 2.87 2.96 2.98 3.05 3.00 3.09 

11th pillar: Business 
sophistication  

3.39 3.33 3.29 3.39 3.40 3.47 3.49 3.48 3.60 3.67 

12th pillar: Innovation 2.74 2.56 2.51 2.62 2.60 2.68 2.71 2.71 2.85 2.79 

Source: authors’ compilation of data from World Economic Forum. 

 

Table 58. Ease of Doing Business Index scores, 2009-2019 

  2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

Starting a 
business 

95.9 96.0 95.8 97.6 97.6 97.7 97.7 97.7 97.8 97.8 99.3 

Dealing with 
construction 
permits  

74.4 80.6 80.6 82.1 84.6 87.6 87.6 77.4* 79.2 79.2 79.3 

Getting electricity  74.3 74.0 74.5 90.0 90.2 90.2 77.1* 80.3 83.8 84.3 84.4 

Registering 
property  

96.9 96.9 100.0 99.8 99.9 99.9 99.9 91.2* 92.8 92.9 92.9 

Getting credit 37.5 75.0 81.3 87.5 93.8 93.8 85* 85.0 85.0 85.0 85.0 

Protecting 
minority investors 

63.3 63.3 70.0 73.3 73.3 73.3 68* 68.0 78.0 84.0 84.0 

Paying taxes 61.7 67.6 67.6 81.5 87.0 87.0 82.8 82.8 87.1* 87.1 89.0 

Trading across 
borders 

68.7 83.3 82.6 82.0 84.0 84.1 84.0 85.5* 90.0 90.0 90.0 

Enforcing 
contracts 

68.7 70.5 70.5 70.5 73.7 73.7 73.7 74.1* 74.1 75.0   

Resolving 
insolvency 

33.8 33.8 38.6 38.8 35.7 36.8 39.6 40.2 40.0 55.6 56.0 

Source: authors’ compilation of data from World Bank. 

* indicates a change in methodology. 
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Table 59. World Governance Indicators scores and percentile rank, 2009-2019 

    2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

Voice and 

Accountability 

Estimate -0.2 -0.2 -0.2 0.0 0.1 0.3 0.3 0.3 0.3 0.2 0.2 

Percentile 41.2 41.7 41.8 50.2 55.4 57.6 56.7 55.7 54.7 56.7 53.2 

Political Stability 

and Absence of 

Violence/ 

Terrorism 

Estimate -1.0 -0.7 -0.7 -0.7 -0.4 -0.3 -0.5 -0.3 -0.4 -0.4 -0.4 

Percentile  
17.5 24.2 27.0 24.2 31.3 34.8 29.5 33.8 31.4 30.0 29.0 

Government 

Effectiveness 

Estimate 0.3 0.3 0.6 0.6 0.6 0.5 0.4 0.5 0.6 0.6 0.8 

Percentile  64.1 65.1 69.2 70.1 69.7 71.6 67.3 70.7 73.1 74.0 76.9 

Regulatory 

Quality 

Estimate 0.5 0.6 0.7 0.7 0.8 0.9 0.9 1.0 1.1 1.1 1.1 

Percentile  66.5 70.8 74.4 74.4 74.4 79.3 78.8 81.7 81.7 83.2 82.7 

Rule of Law Estimate -0.2 -0.2 -0.1 0.0 0.0 0.2 0.3 0.4 0.3 0.3 0.3 

Percentile  49.3 47.9 51.2 54.9 54.0 64.9 64.4 64.9 63.0 63.9 62.0 

Control of 

Corruption 

Estimate -0.1 0.0 0.1 0.4 0.5 0.8 0.7 0.7 0.7 0.7 0.7 

Percentile  55.5 57.1 61.6 68.7 69.7 76.4 74.5 74.0 77.4 76.4 74.0 

Source: authors’ compilation of data from World Bank. 

  



 

105 

ANNEX I: STAKEHOLDER CONSULTATIONS 

1. Public sector – summary interview report 

Interviewees: Member of Parliament; Ministry of Foreign Affairs; Ministry of Economy and 

Sustainable Development; Ministry of Environmental Protection and Agriculture; Ministry of 

Internally Displaced Persons from the Occupied Territories, Labour, Health and Social Affairs of 

Georgia; Revenue Service; National Intellectual Property Center of Georgia; Metrology Institute 

of the GEOSTM; Georgian Accreditation Center (GAC) 

Period of interviews: 8 July 2021 - 30 July 2021  

Venue: Online via ZOOM  

Interviews conducted by: Luka Khimshiashvili, Senior Analyst (Reformatics), Lali 

Gogoberidze, Consultant (Reformatics)  

The report summarises the interviews based on the structured questionnaire and assessment of 

the key evaluation questions of the ex-post impact assessment of the DCFTA with Georgia.  

 

Effectiveness of the DCFTA 

EQ 1: To what extent have the DCFTA objectives been achieved?  

 Most public sector interviewees think that the DCFTA objectives have been achieved. 

According to the opinion of some surveyed, the DCFTA objectives in the area of trade will 

be maximally achieved after Georgia completes its approximation of food safety 

regulations and broadens its exports of agricultural products to the EU; and once it uses 

the DFCTA opportunities more effectively.  

 According to all public sector representatives, the DCFTA has increased trade between 

the EU and Georgia, especially exports from Georgia to the EU.  

 According to some interviewees, the DCFTA has not increased imports from the EU to 

Georgia, citing that import procedures and requirements from the EU to Georgia were 

already easy and simplified before the Agreement, and have not changed much.  

 Public sector representatives unanimously agree that the DCFTA has had a positive 

influence on the Georgian economy and increased FDI in Georgia.  

 Public sector employees believe that the DCFTA has strengthened market competition in 

Georgia as well as compliance with intellectual property rights (IPR), including 

geographical indicators (GIs). 

 

EQ 2: What factors are influencing (either positively or negatively) the achievement 

of those objectives? 

Public sector representatives named different factors influencing the achievement of the 

AA/DCFTA objectives. These factors are listed below. The most frequently named factors were 

the political will of the government and support from the EU (both have had a positive influence 

according to the respondents). 

Negative 

 Changes in EU legislation 

 High mobility/turnover of competent staff involved in the approximation/implementation 

process  

 Low compliance of institutional systems with EU requirements in some areas 

 Lack of education about EU acquis 

 Poor infrastructure and inefficient capacity  

 A lengthy process of legislative drafting and coordination between the relevant bodies  

 Lack of financial resources 

 Political instability 

 COVID-19 
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Positive  

 Political will (of the government) 

 High motivation in the public sector  

 Support from the EU  

 Good coordination of the approximation process among stakeholders 

 

EQ 3: What are the negative and positive consequences of the DCFTA’s 

implementation?  

The following consequences were named by the respondents: 

Negative 

 High regulatory burden for the private sector 

 Increased prices of goods and services 

 A representative of the GAC highlighted the problem with importing some EU products 

due to labelling issues: ‘EU norms in product labelling caused some problems in terms of 

import of some EU products, while labelling of products produced in the EU for the former 

Soviet Union countries (Georgia being one of them), does not comply with the EU labelling 

requirements (because there are no EU labelling rules in other former Soviet Union 

countries). Considering Georgia’s small market size, it is not commercially attractive for 

suppliers to apply EU labelling on a relatively small volume of products, and additional 

efforts and resources are required to diversify supply channels (e.g. to switch to supply 

chains that produce products for the EU market with the EU labelling requirements).’ 

Positive 

 The DCFTA has strengthened market competition in Georgia 

 The DCFTA’s influence on IPR, including GIs  

 Effective technical assistance and capacity building support from the EU to Georgia 

(mentioned by all public sector representatives)  

 

EQ 4: What have been the Agreement’s unintended consequences so far?  

 Most public sector representatives do not think that the Agreement has caused any 

unintended negative or positive consequences. 

 

Impact of the DCFTA 

EQ 5: What have been the economic, social, human rights and gender equality, and 

environmental impacts of the implementation of the DCFTA? 

 Public sector representatives named various sectors that have been positively affected 

by the AA/DCFTA, but most of them named trade as the sector most positively affected. 

It was underlined that tariff-free trade with the EU is a great opportunity for Georgia in 

terms of export growth, diversification of export markets and export products. 

 Agriculture was named by some interviewees as a positively affected sector due to 

increased product competitiveness, and diversification of export markets and products.  

 Food safety and food processing were also highlighted as positively affected sectors, due 

to the introduction of EU SPS regulations, increased product safety and improved 

competitiveness, despite the regulatory compliance costs. 

 Most public sector representatives answered that labour conditions and rights (including 

working hours, occupational safety and labour inspection systems) were significantly 

improved due to the AA/DCFTA. Since the entry into force of the AA/DCFTA, significant 

changes have been introduced into Georgia’s labour legislation, the aim of which is to 

improve labour standards, working conditions and safety of work. Establishment of labour 

inspection is one step towards the implementation of international practices related to 
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ensuring decent working conditions. Some representatives noted that labour regulations 

had a negative impact on employers in terms of increasing regulatory burden. 

 The impact of the AA/DCFTA on female participation in the labour market, female 

entrepreneurship and gender equality, including income and working conditions, was 

assessed positively by all respondents. The majority of interviewees underlined that a lot 

was being done for the promotion of female participation in economic and social life, 

among others through governmental and donor-funded programmes.  

 Public sector representatives also noted the positive impact of the AA/DCFTA on the 

environment, including GHG emissions, waste management and energy efficiency. It was 

underlined that Georgian environmental legislation had undergone significant changes, 

aiming to bring it into compliance with EU norms. Significant changes were introduced in 

environmental legislation (i.e. related to waste management) and new legal acts were 

adopted in the area of energy efficiency.  

 

EQ 6: How did implementation of the DCFTA affect SMEs, consumers and specific 

economic sectors? 

 Respondents named different economic sectors that had been positively affected by the 

DCFTA. The majority of interviewees highlighted two sectors – trade and agriculture. In 

addition to those, food processing, light industry (textile, furniture) and ICT were named 

among the positively affected economic sectors. The majority of respondents think that 

there is no economic sector that was negatively affected by the DCFTA. One of the 

interviewees said that the agreement had a negative effect on businesses that were 

unable to upgrade and had to cease their operations, and that such cases were recorded 

in different economic sectors. 

 Some respondents think that the Agreement has negatively affected consumers due to 

increased prices of goods and services. However, on the other hand, the majority of 

interviewees outlined that the AA/DCFTA had resulted in an increase in the quality and 

safety of goods and services, provision of consumer information, protection of consumer 

rights, and choice and availability of goods and services.  

 

Efficiency of the DCFTA 

EQ 7: To what extent has the DCFTA been efficient in achieving its objectives?  

 All but one of the public sector representatives answered that the AA/DCFTA had strongly 

contributed to moving the country towards the EU single market. Only one respondent 

answered that the Agreement had had a moderate impact in this respect. 

 Respondents named some sectors in which Georgia should opt for further trade 

liberalisation. These sectors are: services, construction, agriculture, manufacturing, trade 

in services and public procurement. 

 

EQ 8: To what extent are the costs associated with the DCFTA proportionate to the 

benefits it has generated?  

 All but one of the interviewees answered that the AA/DCFTA had generated more benefits 

than costs, or that costs and benefits were proportionate. Only one respondent answered 

that at this stage, costs were higher than benefits.  

 Some respondents expressed the view that considerable benefits would be achieved in 

the long term. 

 

EQ 9: Have these costs and benefits been proportional among the different stakeholder 

groups and interests? 

 Most public sector representatives emphasised that costs and benefits had been 

proportional among the different stakeholder groups and interests. Only one respondent 

expressed the view that costs and benefits differed from sector to sector. Another 



 

108 

respondent said that the private sector was more vulnerable to changes than the public 

sector while complying with new regulations. 

 

EQ 10: To what extent has the AA/DCFTA led to unnecessary regulatory costs or 

administrative burden for the private sector? 

 Answers by public sector respondents regarding the extent to which the AA/DCFTA has 

led to unnecessary regulatory costs or administrative burden for the private sector were 

very different. Some thought that certain types of regulatory costs for the private sector 

were unnecessary,133 while others answered that each regulation was essential and that 

the regulatory cost was justified.  

 

Coherence of the DCFTA  

EQ 11: To what extent has implementation of the DCFTA been coherent with Georgia’s 

national policy framework? 

 The vast majority of the public sector representatives think that implementation of the 

DCFTA has been coherent with Georgia’s national policy framework. One respondent 

added that the AA/DCFTA is part of all national/sectoral policy documents. Only one 

interviewee thinks that implementation of the DCFTA has been moderately coherent with 

Georgia’s national policy framework. The answers to this question were distributed as 

follows:  

o High extent – 9 

o Moderate extent – 1 

 

EQ 12: To what degree are the DCFTA-related policy measures linked to the 

sustainable development goals? 

 All but one of the respondents said that the DCFTA-related policy measures were linked 

to the SDGs to a high degree. Only one interviewee answered that there was a moderate 

link between the DCFTA policy measures and the SDGs. 

  

                                           
133 The introduction of Regulation (EU) No 1169/2011 on the provision of food information to consumers created some 

unintended costs for the business sector. EU norms on product labelling caused some problems in terms of importing 
some EU products, since some suppliers are organised on a regional basis with other states (mainly former Soviet Union 
countries) that do not comply with the EU labelling requirements. Considering Georgia’s small market size, it is not 
commercially attractive for suppliers to apply EU labelling on a relatively small volume of products intended for export 
to Georgia. Respectively, additional efforts and resources are required to diversify supply channels, for example, to 
switch to those producers who produce products for the EU market with the EU labelling requirements. This issue was 
discussed between private and public sector representatives. 
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2. Business sector – summary interview report  

Interviewees: Representatives of: Georgian Hazelnut Producers and Exporters Association; JSC 

Imeri (apparel production); JSC Lomisi (food and beverage production); LLC Sante (milk and 

dairy product production); LLC Geoflowers (dried fruit production); farmers association 

(anonymous); wine producing company (anonymous); meat processing company (anonymous); 

furniture manufacturing company (anonymous); tea production company (anonymous) 

Period of interviews: 8 July 2021 - 20 August 2021  

Venue: Online via ZOOM  

Interviews conducted by: Luka Khimshiashvili, Senior Analyst (Reformatics), Lali 

Gogoberidze, Consultant (Reformatics)  

The report summarises the interviews based on the structured questionnaire and assessment of 

the key evaluation questions of the ex-post impact assessment of the DCFTA with Georgia.  

 

Effectiveness of the DCFTA 

EQ 1: To what extent have the DCFTA objectives been achieved?  

 Overall, the representatives of the business sector agree that the main objectives of the 

DCFTA have been achieved. The DCFTA has increased trade between the EU and Georgia 

and facilitated exports from Georgia. It was also noted that export opportunities to the 

EU were not being fully used yet and that more tangible results could be achieved in the 

long term. 

 The majority of respondents noted that the DCFTA had had a positive influence on the 

diversification of products, supported an increase in their quality, and overall had had a 

positive influence on the country’s economy. 

 Most participants believe that the DCFTA has increased the attractiveness of Georgia for 

FDI due to the free trade opportunities with the EU. Regarding the removal of barriers to 

bilateral FDI in the EU and Georgia, their answers were different – some participants did 

not know, some participants agreed that barriers to FDI had been removed in the EU and 

Georgia, and some assessed the DCFTA’s influence on the investment environment as 

neutral, noting that there had not been any barriers for FDI in Georgia even before the 

DCFTA’s entry into force. 

 The majority of respondents noted that as a result of the DCFTA, market competition had 

been strengthened, while some respondents had a neutral position.  

 Most participants had no information, or did not know, about market opening in public 

procurement, neither for EU companies in Georgia nor for Georgian companies in the EU.  

 

EQ 2: What factors are influencing (either positively or negatively) the achievement of 

those objectives? 

 Georgia's commitment to EU integration was identified as a positive factor in achieving 

the DCFTA’s goals.  

 According to the opinion of the majority of interviewees, participation in public affairs and 

especially in the DCFTA process had improved, which also played a positive role in 

achieving the DCFTA’s objectives. However, it was noted that more active communication 

between the public and private sectors was needed.  

 The majority of interviewees noted that political developments in Georgia had had an 

insignificant effect on the achievement of the DCFTA’s objectives. Only two participants 

mentioned that the effect was significant, and one that the effect was moderate. In the 

opinion of one participant, political developments had not influenced the achievement of 

the DCFTA’s objectives at all. 

 Among the factors hindering the achievement of the DCFTA’s objectives is the 

unpreparedness of the private sector (especially SMEs) in terms of exploitation of the 

DCFTA’s potential, especially in the agricultural sector. 
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 Relatively high compliance costs and lack of capacity to implement the EU regulations 

(especially in the case of SMEs) were named among the factors that could have a negative 

influence on achieving the DCFTA’s objectives.  

 

EQ 3: What have been the Agreement’s unintended consequences so far?  

 Most respondents do not think that there have been any unintended positive or negative 

consequences of the DCFTA’s implementation.  

 Just one participant mentioned that changes to labour legislation had caused a greater 

burden for businesses than expected (unintended negative consequence). As mentioned, 

increased costs are associated, among others, with the introduction of stricter norms for 

employers and increased requirements for occupational safety, which requires more 

costs, than business sector expected. 
 In the opinion of one participant, the effects of the DCFTA on environment, economy and 

employment were more positive than predicted.  

 

Impact of the DCFTA 

EQ 4: What have been the economic, social, human rights and gender equality, and 

environmental impacts of implementation of the DCFTA? 

 Most of the business society representatives think that the AA/DCFTA has had a positive 

effect on economic and social indicators such as employment, gender equality, social 

conditions and labour rights.  

 Regarding employment, it was noted that implementation of the DCFTA had on the one 

hand increased demand for highly qualified specialists, which conditioned some job 

mismatch on the labour market (especially when it comes to specialists knowing the EU 

norms and EU market requirements), while on the other hand it had created relatively 

high-paying employment opportunities for qualified specialists. 

 Most respondents believe that the AA/DCFTA has had a positive impact on gender issues, 

including on female participation in the labour market, female entrepreneurship and 

gender equality. It was mentioned that besides the legislative changes related to gender 

equality, there are other instruments that facilitate female entrepreneurship. For 

example, state entrepreneurship programmes often dedicate a certain part of their 

funding to women. Also, various donor-funded projects are available, through which 

financial and technical support is provided for the promotion of female entrepreneurship, 

and for the economic empowerment of women.  

 Most respondents agreed that the AA/DCFTA had had a positive impact on environmental 

issues. New legislation has been elaborated and adopted that establishes high standards 

for environmental protection. At the same time, it was noted that the fulfilment of some 

environmental regulations, which causes additional bureaucracy and financial burden, is 

difficult for companies, especially SMEs. 

 

EQ 5: How did implementation of the DCFTA affect SMEs, consumers and specific 

economic sectors as mentioned in the ‘Trade for All’ Communication? 

 The majority of participants agreed that the DCFTA had had a positive influence on the 

SME sector, but that SMEs benefited less than large companies. 

 In the opinion of the most of the interviewees, as a result of the DCFTA the overall 

business environment for SMEs had improved and more SMEs had started to export. 

 Regarding the inclusion of SMEs in global value chains, it was noted that some SMEs 

benefited from inclusion in global value chains, but that the number of such companies 

was not high; access to new technologies had also improved, mainly through state and 

donor-funded programmes.  

 Most respondents agreed that due to the DCFTA, SMEs’ access to funding had increased. 

Funding and financial support is provided by the state through various SME support 

programmes, both for agricultural and industrial production; SMEs’ access to EU funding 
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has also increased; and donor organisations and international financial institutions 

provide financial and technical assistance to SMEs through various programmes. 

 The DCFTA’s impact on consumers was evaluated positively by the majority of 

stakeholders.  

 

Efficiency of the DCFTA 

EQ 6: To what extent has the AA/DCFTA led to unnecessary regulatory costs or 

administrative burden for the private sector? 

 Most respondents do not agree that the DCFTA has led to unnecessary regulatory costs 

and administrative burden for the private sector. It was mentioned that the DCFTA had 

increased regulatory costs and administrative burden for the private sector, especially for 

small companies, but that neither of them is unnecessary, meaning that the burden is 

higher than it was before the DCFTA’s application, but that there is a link between the 

costs and regulatory requirements. 

 Almost all respondents agreed that the AA/DCFTA was helping Georgia move towards the 

EU single market, and noted that a lot had to be done by the government and private 

sector to explore the opportunities offered by the DCFTA. 

 

EQ 7: To what extent are the costs associated with the DCFTA proportionate to the 

benefits they have generated?  

 Most business sector representatives think that implementation of the DCFTA has so far 

generated costs associated with regulatory compliance, and that more benefits will be 

felt by the business sector in the medium to long term (except for those companies that 

already benefited and had started to export or increased their exports to the EU before 

the DCFTA’s implementation). 

 In terms of comparison of the costs and benefits, most of the respondents think that the 

costs are moderate compared to the benefits that could materialise in the future. Some 

respondents believe that the cost of complying with regulations could be considered an 

investment in competitiveness. 

 The answers of 10 respondents were distributed as follows: 

o Costs: 

 High costs – 2 

 Moderate costs – 4 

 Low costs – 1 

 Don’t know/no opinion – 3 

o Benefits:  

 Considerable benefits – 6 

 Moderate benefits – 1 

 Don’t know/no opinion – 3 

 

EQ 8: What was the impact of the DCFTA on customs, rules of origin, standards, 

marketing and overall business environment and regulation? 

 Regarding customs, participants’ opinions are different. Some representatives of the 

business sector think that the costs and time needed to comply with EU customs 

procedures have been reduced. Some participants are neutral and some do not know. 

Regarding the same issues in the case of Georgia, some participants think that the costs 

and time have been reduced, and some noted that there had been no change, because 

customs procedures had already been simplified before the application of the DCFTA. 
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 Most participants think that rules of origin are easy to understand and easy to meet, but 

more so for particular companies that produce products and mostly use local 

materials/products for final production.  

 Regarding technical standards, the majority of respondents think that the DCFTA’s role 

is neutral in understanding the technical standards of partner countries.  

 According to the majority of interviewees, business trips to the EU have become easier 

and, as a result of the DCFTA, buyers in the partner countries have shown more interest 

in Georgian products. 

 Notwithstanding that regulatory compliance costs have increased, representatives of the 

business sector think that the overall business environment in Georgia has improved 

because of the DCFTA.  

 

Coherence of the DCFTA  

EQ 9: To what extent has implementation of the DCFTA been coherent with Georgia’s 

national policy framework? 

 Most business sector representatives think that implementation of the DCFTA has 

been coherent with Georgia’s national policy framework. The answers to this question 

were distributed as follows:  

o High extent – 5 

o Moderate extent – 3 

o Don’t know – 2  

 

Relevance of the DCFTA  

EQ 10: To what extent are the provisions of the DCFTA relevant in addressing the 

current trade needs and issues of Georgia? 

 Most business sector representatives think that the DCFTA is relevant and addresses 

the current trade needs of Georgia. The answers were distributed as follows:  

o High extent – 5 

o Moderate extent – 3 

o Don’t know – 2  

 

3. NGOs ,civil society, representatives of workers and employers and 

ILO– summary interview report 

Interviewees: Representative of think tank Economic Policy Research Center (EPRC); 

representative of think tank – Georgian Foundation for Strategic and International Studies 

(GFSIS); representative of think tank – anonymous; representative of NGO – Young Economists 

of Georgia; Georgian Trade Union Confederation (GTUC); Business Georgia; the ILO; 

representative of an international organisation – anonymous; representative of the Georgian 

Chamber of Commerce; representative of the Business Association of Georgia (BAG); 

representative of a business council – anonymous; Vice Rector of the Free University of Tbilisi, 

professor at Ilia State University 

Period of interviews: 8 July 2021 – 30 July 2021 Interview with the ILO was conducted in 

February 2022. 

Venue: Online via ZOOM  

Interviews conducted by: Luka Khimshiashvili, Senior Analyst (Reformatics), Lali 

Gogoberidze, Consultant (Reformatics)  

The report summarises the interviews based on the structured questionnaire and assessment of 

the key evaluation questions of the ex-post impact assessment of the DCFTA with Georgia.  
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Effectiveness of the DCFTA 

EQ 1: To what extent have the DCFTA objectives been achieved?  

 Overall, the civil society representatives agree that the main objectives of the DCFTA 

have been achieved – the DCFTA has increased trade between the EU and Georgia. 

However, some respondents answered that even though the DCFTA had created 

opportunities for trade, it was not yet being used sufficiently. 

 Respondents agree that the DCFTA has increased exports from Georgia to the EU, as well 

as imports from the EU to Georgia.  

 Respondents unanimously agree that the Agreement has had a positive impact on the 

Georgian economy. 

 The vast majority of respondents noted that the Agreement had had a substantial positive 

effect on improving environmental legislation, and had introduced higher standards for 

environmental protection. 

 The majority of stakeholders think that the Agreement had improved social indicators 

and labour standards. It was also mentioned that changes to the labour legislation had 

been implemented without a precise prior assessment of the expected results, which had 

caused difficulties in its implementation.  

 The effectiveness of implementation of changes to Georgia’s labour legislation, as well as 

the effectiveness of operation of the Labour Inspection Service, will be more visible in 

one to two years’ time.  

 The majority of stakeholders think that implementation of the Agreement will support the 

country’s sustainable development. Some of the participants did not know.  

  

EQ 2: What factors are influencing (either positively or negatively) the achievement of 

those objectives?  

Different factors were named by the respondents. Among the positive factors, the most common 

answer was support from the EU and donor organisations. Replies with regard to some aspects 

were divergent: some interviewees said that the government had not informed the private sector 

properly regarding the AA/DCFTA and the regulations associated with the Agreement. On the 

other hand, some respondents emphasised the openness of the Government and involvement 

of the civil society and private sector in the implementation of the Agreement.  

The following negative and positive factors were named: 

Negative 

 Low level of engagement of the private sector in the process  

 Low awareness about the AA/DCFTA among public and private sector representatives  

 Lack of technical capacity 

 Temptation to over-perform and go beyond the obligations taken under the AA/DCFTA  

 Copy-pasting of EU regulations  

 Lack of efficiency in using EU support  

 Unpredictable business and political environment  

 Not informing the private sector of the AA/DCFTA and its regulations in a timely manner 

 Lack of extensive consultations with the private sector 

 Democracy backsliding in Georgia 

 Influence of lobbyist groups trying to slow down legislative approximation to avoid new 

regulatory costs (e.g. in the environmental sector) 

 COVID-19 

Positive  

 Support from the EU and donor organisations  

 Strengthening the capacity and engagement of civil society actors in the process  
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 Clarity of the legislative approximation agenda – easily understandable by the 

government as well as the private sector 

 Motivation and competencies of mid-level government employees  

 Involvement of civil society and NGOs in the AA/DCFTA implementation process 

 Openness of the government towards broad consultations with NGOs and the private 

sector 

 Pro-European support of Georgian society to become part of Europe / ambition of society 

to be part of Europe 

 Visa liberalisation  

 The current trade regime of Georgia (including with other countries) 

 

EQ 3: What have been the Agreement’s unintended consequences so far?  

Most respondents think that the Agreement has not had any unintended consequences. The 

following unintended consequences were, however, highlighted:  

Negative 

 Regulations implemented in line with the AA/DCFTA have slowed down the economic 

growth of Georgia 

 Incorrect application of some regulations (especially the competition law) that were 

adopted as a result of the AA/DCFTA obligations, e.g. unlawful sanctions on oil and 

tobacco companies provoked a very negative reaction from investors and the business 

community and were subsequently abolished by the court 

Positive 

 Impact on the environment has been more positive than predicted 

 

Impact of the DCFTA 

EQ 4: What have been the economic, social, human rights and gender equality, and 

environmental impacts of implementation of the DCFTA? 

 Most of the civil society representatives think that the AA/DCFTA has had a positive effect 

on economic and social indicators such as employment, wages and poverty.  

 Most respondents believe that the AA/DCFTA has had a positive impact on gender issues, 

including female participation in the labour market, female entrepreneurship and gender 

equality.  

 Most respondents think that the AA/DCFTA has had a positive impact on environmental 

issues. 

 Most interviewees believe that the AA/DCFTA has not had any impact on human rights in 

Georgia. 

 

EQ 5: How did implementation of the DCFTA affect SMEs, consumers and specific 

economic sectors as mentioned in the ‘Trade for All’ Communication? 

 Among the sectors most positively affected by the DCFTA named by the respondents, the 

agricultural sector was mentioned most frequently. Some interviewees also named 

apparel/textiles, mining and manufacturing as positively affected sectors. 

 12 out of 13 respondents said that no economic sectors had been negatively affected by 

the DCFTA. One respondent said that in the areas of competition, SPS and environment, 

Georgia had implemented regulations that were not required, which had subsequently 

had a negative impact on the business climate.  

 Regarding SMEs, the answers were different – some respondents said that the Agreement 

had had a negative impact on SMEs as regulatory changes, re-equipment of production 

facilities and training of staff were more challenging and costly for SMEs compared to 

large enterprises. However, some respondents highlighted that improved market access 
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to the EU was a very important benefit, and that overall the Agreement had had a positive 

impact on SMEs. 

 Most respondents think that the AA/DCFTA has had a positive impact on consumer issues, 

including: 1) quality and safety of goods and services, 2) choice and availability of goods 

and services, 3) provision of information, and 4) protection of consumer rights. On the 

other hand, most respondents answered that the Agreement had had a somewhat 

negative impact on the price of goods and services, as due to new regulations prices had 

increased.  

 

Efficiency of the DCFTA 

EQ 6: To what extent has the DCFTA been efficient in achieving its objectives?  

 Most respondents noted that the DCFTA had greatly helped Georgia move towards the 

EU single market, but that opportunities had not yet been fully explored. Answers were 

distributed as follows:  

o High extent – 6 

o Moderate extent – 4 

o Low extent – 2 

o Don’t know/no answer – 1  

 Most respondents said that Georgia should opt for further trade liberalisation in the 

services sector. The interviewees also named other sectors and products where further 

trade liberalisation was desirable, such as industrial products, high-tech products, 

competition, pharmaceuticals, energy and animal products.  

 

EQ 7: To what extent are the costs associated with the DCFTA proportionate to the 

benefits they have generated?  

 Most civil society representatives think that so far the DCFTA has generated high costs 

and moderate benefits, and noted that the country would reap more benefits in the 

medium to long term, after the DCFTA opportunities were better used. The answers by 

13 respondents were distributed as follows: 

o Costs: 

 High costs – 5  

 Moderate costs – 4 

 Low costs – 2 

 Don’t know/no opinion – 2 

o Benefits:  

 Considerable benefits – 3 

 Moderate benefits – 7 

 Small benefits – 1 

 Don’t know/no opinion – 2 

 In the opinion of the interviewees, the costs for the public sector are mostly associated 

with regulatory approximation and administrative and institutional costs, among others, 

related to the establishment of new institutions (e.g. market surveillance body), while 

the private sector faces regulatory compliance costs and costs related to modernisation 

and technical re-equipment of production. The benefits are associated with market 

diversification, export opportunities and access to new markets in the EU, and an increase 

in the ‘quality’ and safety of products.  

 In addition, some interviewees said that the costs were short term, while the benefits 

would be visible in the long term, when Georgia would reap more benefits from exporting 

to the EU.  
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Coherence of the DCFTA  

EQ 8: To what extent has implementation of the DCFTA been coherent with Georgia’s 

national policy framework? 

 The majority of civil sector representatives think that implementation of the DCFTA 

has been coherent with Georgia’s national policy framework. The answers to this 

question were distributed as follows:  

o High extent – 7 

o Moderate extent – 4 

o Low extent – 1 

o Don’t know – 1  

 

EQ 9: To what extent has implementation of the DCFTA been coherent with the EU’s 

commitment to sustainable development in trade policies as a contribution to the 

attainment of the SDGs?  

 Most civil society representatives think that the DCFTA has been coherent with – and 

its policy measures linked to – the SDGs. The answers were distributed as follows:  

o High degree – 8 

o Moderate degree – 3 

o Low degree – 0 

o Don’t know/no answer – 2 

 

4. EU stakeholders involved with Georgia – summary interview report 

Interviewees: EU Diplomatic Mission to Georgia, Members of the European Commission, 

Members of the European External Action Service (EEAS), Business Europe, Freshfel, 

International Trade Union Confederation (ITUC), Euromilk 

Period of interviews: 22 July 2021 – 18 January 2022 

Venue: Online via MS Teams, Cisco Webex and via email 

Interviews conducted by: Dr Tinatin Akhvlediani, Research Fellow Foreign Policy unit (CEPS), 

Dr Steven Blockmans, Director of Research (CEPS), Dr Weinian Hu, Research Fellow Regulatory 

Policy unit (CEPS), Anna-Katharina Groschinski, Intern Foreign Policy unit (CEPS), Lukas 

Schaupp, Intern Foreign Policy unit (CEPS) 

The report summarises the interviews based on the structured questionnaire and assessment of 

the key evaluation questions of the ex-post impact assessment of the DCFTA with Georgia.  

 

Effectiveness of the DCFTA 

EQ 1: To what extent have the DCFTA objectives been achieved?  

 Most interviewees stated that the DCFTA objectives had, at least initially, been achieved, 

but that they saw this as an evolving process. 

 EU stakeholders deem ongoing efforts necessary to fully implement the DCFTA, which is 

believed to have increased export opportunities in the long run.  

 According to several EU stakeholders, trade and investment, especially in the first years 

of the DCFTA, have been facilitated. While they declined below average during the COVID-

19 crisis, they did so at a lower level compared to Moldova due to geographical distance. 

 Several interviewees identified a closer relationship between the EU and Georgia as a 

result of the DCFTA, while also stating that further domestic reforms and capacity building 

were needed (i.e. strengthening the rule of law and the judiciary), which would require 

the EU’s continued support.  

 Overall, EU stakeholders painted a positive picture regarding legal approximation to EU 

acquis in Georgia, bringing its regulatory framework closer to the EU.  

 A TSD work plan agreed on between the EU and Georgia supports the legal approximation 

in more detail. 
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 EU stakeholders were satisfied with the transposition of the Custom Unions Code and its 

implementation in Georgia, although Georgian businesses may require additional 

guidance and support to register as Authorised Economic Operators (AEOs) in order for 

this to foster trade. 

 Individual EU stakeholders stated that Georgia had adopted EU standards well in specific 

sectors, such as dairy. 

 EU stakeholders reacted positively with regard to Georgia’s efforts to create an 

independent public procurement body and to introduce e-procurement, which is expected 

to provide further market access in the future, despite not having developed any direct 

effects yet. 

 Individual interviewees stated that the new hygiene and sanitary standards had led to 

simplified marketing and distribution of products, although this benefited mostly bigger 

companies.  

 Some EU stakeholders saw progress in the overall business environment due to the more 

transparent legislative environment, and stated that business trips had become easier 

through the DCFTA. 

 Most interviewees believe that political support for the DCFTA had increased in Georgia, 

despite some identifying a need for better communication of these changes.  

 

EQ 2: What factors are influencing (either positively or negatively) the achievement 

of those objectives? 

EU stakeholders named different factors influencing the achievement of the AA/DCFTA 

objectives. The most frequently named factors are listed below: 

Negative 

 Delays in the implementation and approximation schedules  

 Absence of a direct land border with the EU 

 Existing gaps between ratification and enforcement of legislation 

 Ongoing fight against corruption, necessary reforms of the judiciary and institutional 

capacity building 

 Better communication between stakeholders and coordination between ministries 

 Domestic political and economic influences beyond the reach of the EU 

 Partial lack of awareness for new rules (e.g. new e-commerce rules) 

 Domestic Georgian legislation in opposition to DCFTA objectives (e.g. domestic products 

quota) 

 Changes within governmental bodies and ministries creating implementation gaps for the 

DCFTA 

 The influence of the orthodox church is considered to be hampering the progress of 

LGBTQ rights 

Positive 

 Georgia’s strong political will for political association and economic integration 

 Support for the DCFTA within the population and business sectors through good public 

awareness and communication  

 EU technical assistance to foster institutional capacity building 

 Overall increasingly positive attitude towards DCFTAs within Georgia 

 Good information exchange between institutional EU stakeholders and Georgia 

 DCFTA-induced platforms (e.g. domestic advisory groups, or DAGs) supporting the 

introduction and monitoring of legal and institutional changes 

 DCFTA as an agenda-setter for the domestic policy discourse  

 

EQ 3: What are the unintended consequences of the DCFTA’s implementation?  

The following unintended consequences were named by the respondents: 

 Increase in the effectiveness of trade with other countries due to higher standards 

 Improved trade relations with other countries might take attention away from DCFTA 

implementation 
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Impact of the DCFTA 

EQ4: What have been the economic, social, human rights and gender equality, and 

environmental impacts of the implementation of the DCFTA? 

 EU stakeholders agree that numerous legislative acts in these fields have improved the 

situation generally, or have at least helped to bring the remaining issues on the political 

agenda, fostered the civil society dialogue and in some cases created the necessary 

leverage to address outstanding issues. 

 Interviewees stated that progress had been made in the Georgian labour inspectorate, 

especially through legislative reforms and increased institutional capacities. 

 Positive tendencies were reported within the field of employment, as progress had been 

achieved within health and maternity leave. 

 EU stakeholders are divided on the environmental impact of the DCFTA, some considering 

it to be less developed compared to other sectors of the agreement and others focusing 

on progress in energy efficiency, waste management and air pollution.  

 Progress in the ILO’s decent work agenda, also serving as a protective measure against 

deteriorating tendencies, was identified by EU stakeholders, who credit the DCFTA with 

the improvements. 

 LGBTQI and disability rights remain shortcomings identified by EU stakeholders. 

 Some EU stakeholders report an overall increase in the awareness of rights and freedoms. 

 EU stakeholders stated that the DCFTA had initiated an enhanced domestic political 

discourse in Georgia, which was contributing to good governance and democracy. 

 EU stakeholders identified a degree of emancipation within a strongly developed civil 

society and an enhanced understanding for individual and human rights in Georgia. 

 The actual impact of the DCFTA on these issues is difficult to measure, as they are also 

subject to other influences.  

 Gender equality is a priority for EU stakeholders, with some of them identifying a growing 

understanding for certain issues within the area.  

 One stakeholder stated that most economic sectors were lagging behind with regard to 

collective bargaining agreements.  

 

EQ5: How did the implementation of the DCFTA affect SMEs, consumers and specific 

economic sectors? 

 EU stakeholders stated that more structured entities were profiting to a higher degree 

from the DCFTA.  

 There are increased opportunities for SMEs to take part in value chains, as the 

approximation of standards leads to trade facilitating effects. 

 A key aspect with SMEs identified by stakeholders is the support to seize opportunities 

through improved trade promotion and capacity building, which has been a focus of direct 

EU support.  

 Higher product standards (e.g. for honey) are required from businesses prior to exporting 

to the EU’s internal market. 

 Increased cooperation with the EU is believed to have increased awareness of the 

technical requirements of businesses. 

 The agricultural sector was identified as one of the beneficiaries of the DCFTA, where 

considerable amounts of funding had gone into improved compliance with sanitary 

standards.  

 One stakeholder identified improved product quality and transparency (within the dairy 

industry) as a driving factor for domestic competition in Georgia, which had also led to 

some smaller players being pushed out of the business. 

 Stakeholders noted positive developments in the export of animal products, although 

more time was needed for the full implementation of the DCFTA due to a lack of 

institutional capacities and high standards from the European side. 

 The DCFTA has had a limited impact on trade in fresh fruits and vegetables, with 

significantly decreasing EU imports to Georgia, while the county recorded an increase in 

exports to the EU.  

 The pet food sector in Georgia has profited from the DCFTA and serves as a good example 

of progress made and the short- and long-term benefits of the Agreement. 
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Efficiency of the DCFTA 

EQ6 – Has the DCFTA been efficient in achieving its objectives? 

Overall, respondents deemed the DCFTA to have been efficient in achieving its objectives, 

subject to the following comments: 

 The efficient approach towards policy planning, implementation and monitoring has led 

to significant progress with many legal acts already approximated.  

 EU stakeholders see that implementation of the DCFTA has led to increased efficiency in 

achieving the DCFTA’s objectives, such as facilitating trade or benefiting Georgian 

consumers. 

 Domestic factors such as institutional capacity influence the efficiency of DCFTA 

implementation.  

 Some stakeholders indicated that a more lenient approach by the EU and more 

concessions in some areas would increase the efficiency of the Agreement. 

 The strong civil society involvement in Georgia is believed to have contributed to the 

efficient achievement of the DCFTA’s objectives. 

 Further developments in intergovernmental bodies and the civil society could contribute 

to the efficient implementation and planning of the DCFTA. 

 Political stability and willingness for reforms were identified as important for the efficient 

implementation of the Agreement. 

 

EQ7 – Are the costs associated with the DCFTA proportionate to the benefits it has 

generated? 

 None of the interviewees stated that the costs were disproportionate to the benefits 

generated.  

 The costs associated with the Agreement are considered marginal in relation to the 

benefits gained through increased economic relations with the EU. 

 

EQ8 – Have the costs and benefits been proportional among the different stakeholder 

groups and interests? 

 Most EU stakeholders stated that it was difficult to determine who was profiting the most 

from the DCFTA at this point.  

 One interviewee stated that the benefits of the DCFTA’s implementation were equally 

distributed among different interest groups such as EU and Georgian market operators; 

producers; exporters; micro, small and medium-sized enterprises and end users.  

 Interviewees stated that it was necessary to identify sectors that could generally profit 

from the Agreement to specifically promote growth in those sectors. 

 Exporters of agricultural products (fresh fruits and vegetables) to the EU have seen 

moderate growth since the DCFTA’s implementation 

 Within the dairy sector, the EU side is considered to have profited more, as an overall 

shortage of milk and the absence of improved dairy standards on the political agenda 

prevent Georgian exports to the EU. 

 

EQ9 – Has the DCFTA led to unnecessary regulatory costs? 

Overall, EU stakeholders deemed that the DCFTA had not created any unnecessary regulatory 

costs, subject to the following comments: 

 The absence of relevant laboratory testing facilities in Georgia is a financial burden for 

both the public and private sectors. For instance, Georgian economic operators and the 

Market Surveillance Agency (MSA) need to send the products to foreign laboratories for 

testing. Notably, it is highly costly to receive these services from abroad, which, naturally, 

decreases the competitiveness of Georgian export products.  

 Concerns were expressed that new labour rights could potentially lead to resistance from 

employers or the business sector (the interviewee, however, was not aware of any formal 

resistance), which is why communication on how better labour rights will eventually 

improve businesses and trade is considered important.  
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Coherence of the DCFTA 

EQ10 – Has the DCFTA been coherent with the EU's trade and neighbourhood policies? 

 No discrepancies were identified with the EU’s trade and neighbourhood policy, while 

some respondents indicated that the DCFTA could serve as a model for relations with 

other countries. 

 The DCFTA’s overall coherence and ability to share the EU’s genetics were viewed 

positively by EU stakeholders.  

 

EQ11 – Has the DCFTA been coherent with the EU’s commitment to sustainable 

development in trade policies? 

 None of the EU stakeholders interviewed identified any systematic discrepancies of the 

DCFTA with the EU’s commitment to sustainable development in trade policies, although 

sectoral shortcomings, i.e. with regard to pollution and waste management, were deemed 

to need further improvements and better legislation.  

 Stakeholders consider that the DCFTA, which intensifies EU-Georgia cooperation, 

supports the delivery of many global policy objectives, including the Paris Agreement on 

Climate Change and the implementation of the 2030 Agenda for Sustainable 

Development.  

 

Relevance of the DCFTA 

EQ12 – Is the DCFTA still relevant to address the current trade needs and issues 

between the EU and Georgia? 

 Interviewees deem the DCFTA framework relevant to address current needs and issues, 

and stated that the new EU-Georgia Association Agenda for 2021-2027 would provide an 

opportunity to re-prioritise different objectives. 

 EU stakeholders stated that full implementation of the DCFTA was still an evolving 

process, and disagreed on whether this should be finished before updating the Agreement 

or amending it already at this moment in time.  

 Opinions differed among EU stakeholders on whether the DCFTA was comprehensive in 

itself or needed further accompanying regulations and/or micro support. 

 One EU stakeholder stated that the Georgian side would like to see further financial 

support to develop further laboratory capacity, an issue also raised by another 

interviewee, who stated that the lack of publicly funded, independent, laboratories was 

preventing the dairy sector from approximating to EU standards. 

 

Focus for improvements of the DCFTA 

EQ 13 - What aspects of the AA/DCFTA should be the focus for improvements? 

EU stakeholders suggested improving the following aspects to achieve the objectives of the 

DCFTA: 

 Increased flexibility in implementation from the EU side, taking into account the political 

climate 

 Introduction of ‘flagship ideas’ with more tangible benefits to make the changes and 

improvements more visible 

 Increasing Black Sea connectivity in order to make up for the lack of shared land borders 

with the EU, in order to realise the full potential of the DCFTA (especially vital for SMEs) 

 Improved communication of changes and benefits vis-à-vis Georgian stakeholders to 

increase the visibility of progress and to demonstrate how legislative changes (e.g. 

improved labour rights) will benefit the individual groups in the medium to long term 

 Increased exchange through networks and connections between EU and Georgian 

stakeholders to build trust and foster information exchange  
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 Increased cooperation between EU stakeholders and social society groups to address 

remaining human rights issues (i.e. LGBTQI+ rights) 

 Increased dialogue among those Georgian stakeholders involved in the implementation 

of the DCFTA 

 Improved monitoring of not only the approximation of laws but also their actual 

application and impact 

 

5. Focus groups 

In order to receive feedback from stakeholders on the ongoing study of the impact of the EU-

Georgia DCFTA, Reformatics organised two focus groups. The focus group meetings were held 

on 14 December 2021 with representatives of the public sector and on 23 December 2021 with 

representatives of the business sector and NGOs. In total 25 representatives participated in the 

focus group meetings. 

The main aim of the focus group meetings was to present and discuss the interim results of the 

ex-post evaluation of the impact of the DCFTA. 

Reformatics presented the results and findings of the interim report, after which a discussion 

was held.  

 

5.1.  Focus group with government representatives 

Key positions expressed by government representatives were as follows: 

Impact and relevance of the DCFTA 

When measuring the impact and talking about the relevance of the DCFTA, it is important to 

view the matter broadly and consider trade and economic as well as other effects, such as 

legislative approximation with the EU, social dimension, environmental aspects and sustainable 

development. While the trade and economic impact is rather limited, Georgia has made 

considerable progress in amending and approximating its economic and social legislation and 

institutional practice with the EU. Given Georgia’s long-term objective of EU membership, the 

latter is a crucial benefit and positive impact of the DCFTA. Moreover, legislative approximation 

and institutional strengthening are among the key objectives of the DCFTA, and Georgia’s 

performance in this area is rather positive. As an example, Georgia has established institutions 

in the area of food safety, labour inspections and market surveillance that it did not have before 

the DCFTA.  

As for the economic and trade impact, the participants mentioned that a slow and comparatively 

limited diversification of Georgia’s export to the EU still had to be evaluated positively, given 

that there was a prospect of intensifying this diversification in the years to come.  

They also mentioned that the trend of trade development (both export and import) and existing 

trade dynamics with the EU was in line with the overall trend and dynamics of Georgia’s trade. 

Thus, even if the impact has been limited, EU-Georgia trade performance is not an outlier from 

the overall trade performance.  

 

Discrepancy in trade data 

The issue of discrepancy in trade data was discussed. Participants expressed the opinion that 

the reason for the existing difference in data could be the fact that the EU counts goods that 

transit Georgia and are imported to the EU as exports from Georgia, whereas in reality these 

goods do not originate in Georgia.  

In addition, the government representatives mentioned that within the framework of the EU 

twinning project, ‘Strengthening the Capacity of the Georgian Statistical System’, Geostat, in 

cooperation with Statistics Denmark, had carried out a survey – Mirror Comparison in 

https://www.geostat.ge/pdf/Report%20on%20mirror%20%20comparison%20in%20IMTS.PDF
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International Merchandise Trade Statistics – in order to identify possible reasons for relatively 

large asymmetry in the trade statistics.  

 

Low utilisation rate of preferences 

Interestingly, this could also be the reason for the low utilisation rate of preferences according 

to the EU data, because some imports from Georgia to the EU actually transit through Georgia, 

and such goods cannot have a Georgian certificate of origin.  

In the focus group, special attention was paid to the stakeholder engagement process. The online 

surveys were shared among the participants, and the link was re-sent.  

The government representatives made the following requests: 

 Provide more information regarding details of the GCE modelling exercise, including 

information about the assumptions and methodology. 

 Provide more background information, if available, about the fact that the preference 

utilisation rate is comparatively low for Georgia, in particular how this indicator is 

calculated.  

 

5.2.  Focus group with private sector and NGO representatives 

Key positions expressed by private sector and NGO representatives were as follows: 

Preconditions for positive impact of the DCFTA 

Participants underlined that for the DCFTA to succeed and have a noticeable trade and economic 

impact, other fundamental factors had to be given consideration and were a precondition, such 

as: 

 Business-friendly economic policies  

 FDI attraction, as FDI is needed to boost production and then export to the EU 

 Confidence among investors and a positive track record of cooperation with EU 

companies. Representatives of business associations mentioned that some EU companies 

intended to invest, but had had an unpleasant experience and expressed concerns about 

difficulties with administrative procedures (for example in dealing with construction 

permits) 

 Political stability 

According to the participants, as long as these factors were not present, it was hard for the 

DCFTA to have a positive impact.  

 

Difference in impact between Georgia and Moldova 

Participants named the following reasons, in their point of view, for the difference in economic 

impact between Georgia and Moldova: 

 Geographic proximity of Moldova to the EU compared with Georgia 

 Moldova’s linguistic proximity to Romania, its biggest trade partner within the EU 

 Ease of establishing business relations between Moldovan and Romanian companies 

The participants underlined that these qualitative factors deserved special focus in the analysis 

to explain the difference in impact of the respective DCFTA with Moldova and Georgia. 

 

 

 

https://www.geostat.ge/pdf/Report%20on%20mirror%20%20comparison%20in%20IMTS.PDF
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Impact of the DCFTA 

Some participants stressed that 10 years would be a more reasonable timeframe to evaluate the 

impact of the DCFTA. There is also the possibility to increase industrial exports to the EU, even 

if the capacity of local laboratories remains the same as at present, as it is possible to achieve 

certification through international companies.  

 

Regulations 

EU regulations are often complex and difficult to implement for Georgian companies. SMEs in 

particular lack adequate financial and human resources to do so.  

 

Possible projects 

In order to strengthen trade relations with the EU and support a growth in exports, it is important 

that both the government and private sector work more closely and effectively. 

Representatives of business associations noted that to achieve better integration of Georgian 

companies into the EU market, additional support, among others in the form of internships, 

would be very productive. Also, matchmaking between Georgian and EU companies would 

support local companies, especially SMEs, in establishing trade and investment relations with EU 

companies.  

In the focus group, special attention was paid to the stakeholder engagement process. The online 

surveys were shared among the participants and the link was re-sent to them.  

Private sector and NGO representatives made the following request: 

 Provide more information regarding the details of the GCE modelling exercise, including 

information about the assumptions and methodology. 

 

6. Open public consultations 

The respondents described their level of knowledge of the AA concluded between the EU and 

Georgia as good. However, the low response rate (only 2) and low quality of responses (many 

missed questions or ‘I don’t know’ answers) called for caution in drawing any conclusions from 

the survey. 

One respondent, who answered the question fully, strongly agreed that the DCFTA had achieved 

its stated operational objectives. In his view, it has increased exports and imports, increased the 

diversity and quality of products, and increased FDI in Georgia.  

There was disagreement between respondents on the scale of the involvement of non-state 

actors in the implementation and monitoring of the AA/DCFTA. One participant strongly 

disagreed with statements on non-state actors receiving information, providing their views and 

being adequately considered, while others agreed with them.  

According to one respondent, the effect of the DCFTA on the economy was extremely positive, 

with the agriculture and food industry benefiting the most. Another respondent noted no effect 

on the economy in Georgia, but saw some improvements in services with the alignment of 

products and standards.  

The effect of the DCFTA on social development issues and human rights was seen as somewhat 

positive, while the effect on environmental issues was viewed as either neutral or somewhat 

positive. 
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7. Workshops – summary report 

Date: 14 February 2022  

Time: 09.00-11:30 CET/12:00-14:30 Tbilisi time 

Format: Online, Zoom platform 

Organiser: The workshop was organised by Reformatics. Representatives of Reformatics 

Tamara Kovziridze, Senior Director and Partner, and Lali Gogoberidze, Consultant, also 

participated in the workshop. It was organised in cooperation with the Delegation of the 

European Union to Georgia and DG Trade, European Commission. 

The main aim of the workshop was to discuss the findings of the ex-post evaluation of the EU-

Georgia DCFTA with broader stakeholders. It was attended by 45 participants – representatives 

of public and private organisations, NGOs, civil society and development institutions. 

The Delegation of the European Union to Georgia, DG Trade and CEPS attended the workshop.  

During the workshop, the findings of the ex-post evaluation of EU-Georgia DCFTA were 

presented to the participants, followed by a panel discussion with participation of discussants 

and Q&A session.  

 

Introductory session  

The workshop was opened with introductory remarks made by:  

 Tamara Kovziridze, Senior Director and Partner at Reformatics 

 Catalin Gherman, Deputy Head of Cooperation at the EU Delegation to Georgia 

 Genadi Arveladze, Deputy Minister of Economy and Sustainable Development of Georgia 

 Daniel Gros, Project Director, CEPS 

 

Tamara Kovziridze welcomed participants and stressed the importance of the EU-Georgia DCFTA 

ex-post evaluation. These were the main messages delivered: 

 When evaluating the impact of the DCFTA, it is important to consider several key factors, 

which have an influence on the actual outcome of the evaluation and perception of this 

outcome among stakeholders. 

 The impact of DCFTA needs to be viewed broadly, and not only on trade and economy, 

as in case of typical FTAs. The DCFTA is a trade agreement unlike any other. While the 

DCFTA has two important building blocks – tariff liberalisation and extensive regulatory 

approximation – it serves a twofold objective: 1) to diversify and increase trade, and 2) 

importantly, to approximate Georgia’s regulatory framework with the EU rules and 

practice in a broad range of sectors and areas, the latter being key for Georgia’s ultimate 

integration into the European economic space.  

 Evaluation of the impact of the DCFTA has to be done against realistic expectations, and 

keeping in mind what the agreement could have achieved in the initial phase. The 

following factors have to be considered: the special and complex nature of the DCFTA, 

Georgia’s economic and trade structure, and Georgia’s almost complete tariff 

liberalisation before the DCFTA.  

 Five years for the evaluation of such a comprehensive agreement is an important 

milestone, but still a short period given the adjustment needed to benefit from the 

Agreement, as it spans multiple sectors and areas.  

 These aspects were clear prior to the evaluation, but were confirmed throughout the 

evaluation process and while producing the interim results.  

 

Catalin Gherman welcomed participants and underlined the importance of the EU-Georgia 

DCFTA. These were the main messages delivered: 

 Georgia needs more effort towards reforms, and more reforms in order to reap more 

benefits from the DCFTA. 

 Judiciary and rule of law remain a concern.  

 There is a need for skills development, which should be addressed effectively. 
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 The judiciary system, rule of law and skills development are important factors for trade. 

 The EU is increasing its assistance programmes for Georgia, which will support 

implementation of the DCFTA. 

 

Genadi Arveladze welcomed participants and underlined the importance of the ex-post 

evaluation. These were the main messages delivered: 

 Georgia has made good progress in DCFTA implementation. 

 Georgia has made sufficient progress in achieving the broader objectives related to legal 

approximation and institutional strengthening, which are important factors in the 

effective implementation of the Agreement. 

 It is important to communicate the results of the ex-post evaluation to stakeholders in 

the right way. 

 

Daniel Gros welcomed participants and provided a brief overview of the ex-post evaluation 

process. 

 

Presentation and panel discussion session 

The session was opened by Ignacio Iruarrizaga Díez (Head of Unit, DG Trade, Europe and Eastern 

Neighbourhood), who gave a brief introduction of the project and underlined the importance of 

the ex-post evaluation.  

The PowerPoint presentation on the findings of the ex-post evaluation was presented by Daniel 

Gros and Lali Gogoberidze, followed by a panel discussion with the participation of: 

 Genadi Arveladze, Deputy Minister of Economy and Sustainable Development of Georgia 

 Nikoloz Khundzakishvili, member of the DCFTA Advisory Group at the Ministry of 

Economy and Sustainable Development of Georgia; representative of the business sector  

 Kakha Gogolashvili, Director of the Centre of EU Studies, Georgian Foundation for 

Strategic and International Studies (Rondeli Foundation)  

 

Main points discussed: 

Genadi Arveladze: underlined that during the assessment of the DCFTA’s impact on trade, it 

should be taken into consideration that Georgia had a preferential trade regime with the EU, 

GSP+, before the DCFTA, which is important to mention in the final report. Georgia has increased 

its exports to the EU and, importantly, 89% of exported goods are of Georgian origin. The 

number of exporting companies to the EU has increased by 70% since the DCFTA entered into 

force, and currently 900 Georgian companies export to the EU. Export markets and export 

products have the tendency of diversification. FDI from the EU is essential to increase exports 

to the EU, and in this regard it is important that several ‘big name’ EU companies have already 

invested in Georgia, which should be mentioned in the report. Overall, the DCFTA has had a 

positive influence on Georgia’s exports to the EU, and a further increase is expected in the 

medium-to long-term period. 

Nikoloz Khundzakishvili: underlined the importance of the DCFTA for Georgia, and stressed that 

the achievement of major objectives related to change in policy, culture and attitudes of the 

government, businesses and consumers towards different aspects according to European best 

practices are more important than just an increase in trade numbers. Progress has been made 

in achieving these objectives, which is very important for Georgia’s integration into the European 

community. In terms of costs and benefits for the business sector, these can be assessed 

differently from different angles – for businesses that have long-term development objectives, 

compliance costs of the DCFTA are an investment in their competitiveness, while for businesses 

that have a short-term vision and are oriented on a short-term profit, it is just cost. To achieve 

the DCFTA’s objectives it is important that the country has a fair judiciary and court system. A 

higher level of democracy needs to be achieved.  

Kakha Gogolashvili: presented a PowerPoint presentation and discussed trends in Georgia’s trade 

and FDI with the EU and EaP countries. Georgia’s exports to the EU countries are increasing, but 
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the growth trend is less than desirable. Despite the increase in the number of exporting 

companies to the EU, there is a slow trend of increase in terms of volume. Exports from Georgia 

to the EU are still dominated by non-manufactured goods. Georgia’s trade with EaP countries 

has not been increased substantially – exports are growing, but imports have a downward trend 

because of increased competition from Russian companies. Trade with the EaP countries has not 

only an economic, but also a political significance. In order to reap more benefits from the 

DCFTA, Georgia needs to attract more FDI from the EU to increase and diversify exports to the 

EU. In order to further increase service exports to the EU, there is a need to reach equivalence 

with the EU in licensing, diploma and permit-related measures that the EU recognises. Legislative 

approximation, which is going well, should be accompanied by the promotion of and support for 

industries that can produce and sell products to the EU covered by the respective directives. 

Differences in statistical information between Georgian and the EU were mentioned, and it was 

advised that ways should be found to address this issue. 

 

Q&A session 

David Lawrence Lee, Chief Executive Officer of the European Business Association (EBA), 

expressed the EBA’s interest towards ex-post evaluation of the EU-Georgia DCFTA, and 

underlined the importance of this Agreement for Georgia. Visibility with regard to the Agreement 

and its results is a big issue – there is a lack of information among broader stakeholders as to 

where Georgia stands now in implementation, which needs to be improved. He stressed the 

importance of better communication of the DCFTA results to stakeholders and the entire 

population, and advised communicating DCFTA success stories widely to the Georgian 

population. A question was raised on how the business sector and business associations could 

help with this communication. 

David Bujiashvili, representative of the Ministry of Foreign Affairs of Georgia, discussed the 

importance of recommendations in the final report, aiming to further increase exports from 

Georgia to the EU (responded that recommendations with this regard would be provided in the 

final report). He underlined the importance of logistics and transportation (land, sea and air) 

factors in terms of trade. Georgia does not have a direct border with the EU, which increases 

the cost of trade. He advised paying more attention to this. 

Gia Jandieri, Vice-President and Founder of the New Economic School, underlined some 

fundamental factors of the Georgian economy, which are important for international trade. High 

depreciation of the national currency creates difficulties not only for the local economy, but also 

in terms of trade. Despite the willingness of Georgian companies to start/expand exports to the 

EU, most of them lack the skills needed for the internationalisation of companies and to find 

trade partners in the EU, which creates difficulties in exporting to the EU; while exporting to CIS 

countries (including Russia) is easier and does not require much effort. At the same time, most 

companies realise that Russia’s market is unstable and risky because of political reasons. Mr 

Jandieri mentioned that the New Economic School was conducting a study/survey, Support of 

EU-Georgia Trade Development, to identify the main challenges in terms of export to the EU 

(the final version of this study will be available in the near future).  

Daniel Gros underlined the importance of the presence of EU investors (‘big names’) in Georgia, 

but as far as the ex-post evaluation and report consider statistical analysis, it would not be 

appropriate to mention particular companies, among others because of confidentiality reasons. 

Regarding the differences between the EU and Georgian statistical data, the establishment of a 

working group to address this issue was proposed. 
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ANNEX J: ANSWERS TO KEY EVALUATION QUESTIONS 

8. DCFTA’s effectiveness  

To what extent have the DCFTA’s objectives been achieved? (EQ 1) 

The overall picture is mixed. We can distinguish between two main components of 

objectives: trade facilitation and economic development on the one hand and legislative 

approximation and institutional development on the other. Below we briefly review all of 

these aspects. 

 

Facilitation of trade in goods  

The EU remains Georgia’s main trade partner, but trade flows have not exhibited much 

change since 2014. This is explained by the fact that already before the entry into force 

of the DCFTA, Georgia had very low overall trade barriers for its trade partners, including 

the EU. Therefore, the liberalisation of trade barriers on the Georgian side was not 

expected to have a significant impact on Georgia’s imports from the EU. When it comes to 

exports, Georgia’s overall exports – even more so its exports to the EU – are dominated 

by raw materials (e.g. copper ores), which were already tariff free before the DCFTA. 

Therefore, the DCFTA could only have a limited impact on Georgia’s exports to the EU.  

These findings of this ex-post evaluation are in line with the simulation results estimating 

the impact of tariff reductions, which also found that the DCFTA would only have a limited 

impact (negligible impact on Georgia’s gross domestic product (GDP) and a 1% increase 

in exports to the EU).  

From the EU’s perspective, trade with Georgia remains marginal (0.04% in extra-EU 

imports, and 0.1% in extra-EU exports), thus the Agreement was not expected to have 

any significant effects on the EU’s GDP or trade dynamics.  

The overall structure of exports from Georgia to the EU has not changed much since the 

entry into force of the DCFTA. The share of manufactured goods in Georgia’s exports has 

not increased due to a boom in commodity (copper ore) exports. 

 

Facilitation of trade in services and investment 

In the services sector, both EU exports to and imports from Georgia have expanded in 

travel, transport, and information and communication technology (ICT) services. Growth 

has been substantial for Georgian exports in these sectors, which more than doubled 

between 2014 and 2019. For the EU, services trade with Georgia is negligible (0.04% of 

both the EU’s external exports and imports), but the EU is Georgia’s largest trade partner 

(the EU share is 27% of Georgia’s exports and 39% of Georgia’s imports). Implementation 

of the DCFTA has not led to any major shifts in structure or in the concentration of trade 

in the service sectors between Georgia and the EU.  

Since the application of the DCFTA, the flow of EU direct investment into Georgia has 

increased considerably, but so has FDI from third countries. The largest increase was in 

the financial sector, constituting close to 40% of total EU FDI inflows into Georgia by 2019. 

But the impact of the DCFTA on FDI in Georgia has been rather limited, as in 2014 to 2019 

FDI inflows into Georgia were mainly triggered by the construction of the Azerbaijan-

Georgia-Turkey gas pipeline, which is not directly related to the DCFTA. Yet, given its 

comprehensive nature, with the full implementation of the Agreement, more positive 

effects could follow in the long run. 
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Market access on the basis of comprehensive regulatory approximation 

SPS 

Out of the total number of the EU legal acts to be approximated between 2015 and 2020 

(144 directives and regulations), Georgia approximated about 87% within the agreed 

timeline, about 5% of legal acts were approximated later than envisaged (namely in 2021) 

and about 8% of acts are not relevant to Georgia. The main horizontal EU legislation has 

already been approximated, but further efforts are needed to approximate the so-called 

vertical regulations, i.e. those for particular sectors and/or products. The EU and Georgia 

agreed to amend the SPS approximation list, updating it in line with new EU legislative 

developments and reducing the number of EU legal acts not relevant to Georgia. 

Implementation of EU SPS regulations is challenging for Georgian companies, especially 

for SMEs. Challenges are mostly related to the lack of financial resources of these 

companies to comply with new rules, as well as to limited human capacity. Institutional 

strengthening of the Food Safety Agency is strongly supported by the EU through technical 

and financial assistance programmes. Yet, the increased safety of products has had a 

positive effect on consumers and has increased the competitiveness of Georgian products 

on both the domestic and international markets. 

 

TBT 

Georgia is advancing in the process of approximation of legislation and relevant systems 
in the TBT area with EU norms and practices. Georgia approximated its legislation to 
horizontal EU legislation in 2012 by adopting the Code on Free Movement and Safety of 
Products. With regard to sectoral directives, an approximation timeline has been met for 
11 out of 13 directives, which are in compliance with the respective EU legal acts. Georgia 
also approximated the EU Directive on the Marketing of Construction Products ahead of 
the approximation timetable, with the main aim of ensuring the safety of construction 
materials, given that this sector is one of the fastest developing sectors in Georgia’s 
economy. However, at this stage this regulation is applicable to selected/priority products. 
Under the dynamic approximation, the list of sectoral directives in TBT has been updated. 

Implementation of the DCFTA requirements in the TBT area has definitely had a positive 
influence on consumers in terms of increasing safety requirements on industrial 
products/goods placed on the market. Considering the specificity of the Georgian industry 
and the market, overall, implementation of TBT regulations has not caused substantial 
costs, compared to benefits. The only exception where the overall implementation costs 
at this stage are higher is the Regulation on the Marketing of Construction Products, which 
among others is associated with the limited capabilities of testing of construction materials 
and respectively, difficulties in conformity assessment. However, considering the 
importance of the safety of buildings, and development trends in the construction sector 
itself, implementation is perceived positively by stakeholders in terms of increased safety 
of construction materials. 

 

Public procurement 

Georgia is advancing in the process of approximation to EU acquis in public procurement 
envisaged by the DCFTA, but with some delays. It should be mentioned that Georgia’s 
public procurement system had undergone significant reforms before the DCFTA entered 
into force, among others through the introduction of e-procurement (2010). This system 
fully replaced paper-based procurement, which was challenged by corruption risks, non-
transparency and restricted competition. Georgia also established a dispute resolution 
mechanism. Implementation of EU legislation in this area serves to increase transparency, 
foster market opening and establish the best EU practices. As envisaged by the DCFTA, in 
2016 Georgia elaborated a public procurement roadmap for a gradual, five-phased 
approximation of national legislation to the respective EU laws and institutional reforms. 
In 2020, changes to the Law on Public Procurement were introduced according to EU 
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Directive 89/665/EEC, as a result of which an independent administrative review body, 
the Dispute Resolution Council (DRC), was established, and Georgia completed phase 1. 
Georgia also adopted the Law on Public-Private Partnerships (PPP Law). At this stage, a 
new law in public procurement is being prepared aimed at alignment with the remaining 
EU Directives to be approximated. 

The implementation of EU directives in public procurement incurred some costs, mostly related 

to the establishment of a Public Private Partnership Agency and an independent DRC. Benefits 

are associated with increased transparency and improved procurement rules, thus creating a 

more competitive environment for local as well as for international companies, and respectively 

increased options for procurement for the efficient spending of public resources. 

 

Customs procedures 

Georgia’s customs services were radically reformed over a decade ago, i.e. prior to the 

AA/DCFTA, and are now considered by stakeholders to be fast, efficient and largely corruption 

free. Therefore, reforms in customs as envisaged by the DCFTA did not incur substantial costs. 

With some delay, Georgia has brought its Customs Code into line with the EU’s new Union 

Customs Code (UCC), and secondary legislation is being adopted to implement the new 

Customs Code in a timely manner. There have been no significant changes regarding whether 

and to what extent customs and trade regulations seemed to be an obstacle for enterprises. 

The new Market Surveillance Agency (MSA) began functioning in January 2020. Reforms 

are underway for the implementation of an effective and efficient market surveillance system. 

Progress is being made in applying other trade facilitating measures, such as the Authorised 

Economic Operator (AEO) system, and Georgia has reiterated its strong interest in a mutual 

recognition agreement with the EU on AEO, underlining its importance as a tangible trade 

facilitating tool. However, the country has yet to harmonise legislation and start operation of 

the national AEO programme to be ready to start negotiations on mutual recognition. One of 

the outstanding changes that Georgia needs to make is to adopt a comprehensive approach 

with regard to developing AEO schemes based on the EU model. 

 

IPR 

As a result of the approximation in 2017 of Georgia’s legislation with Regulation (EU) No 

608/2013 concerning customs enforcement of intellectual property rights, Georgia 

strengthened its protection of IPR at the border. More specifically, the Revenue Service 

(RS) of Georgia was granted the right to implement ex officio actions at the border and 

detain suspected IPR-infringing objects, even if they were not registered in the official 

customs registry. As well as IPR protected at the Georgian border, protection was granted 

to certain patents, utility models, topographies of integrated circuits and new breeds of 

animals and plant varieties. In addition to the outstanding obligations of legislative 

approximation (e.g. trademark law) it is yet to be seen if the DCFTA has helped to facilitate 

and commercialise innovation and creative products between the parties. It is also unclear 

if SMEs’ participation in innovation has been increased as a result of the Agreement. 

Georgia concluded its GI protection agreement in 2010 ahead of the DCFTA, into which 

prior obligations were then incorporated. This means that the EU’s sui generis GI 

protection scheme has long been adopted by the country. The list of protected GIs, which 

is attached to the DCFTA, is expected to expand. At present, 34 appellations of origin and 

21 GIs are registered in the state registry. 

 

Trade-related energy 

As a result of the DCFTA, the competencies of the Georgian National Energy and Water 

Supply Commission (GNERC) have been enhanced and expanded. Following the 

liberalisation of the energy sector and heavy investment by the government in electricity 

infrastructure starting from 2004-2005, the sector has attracted a large amount of FDI 
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(about USD 2.5 billion in the years 2007 to 2019, equivalent to about 13.5% of total FDI 

in the same period). 

The Energy Community Treaty (ECT), which Georgia has been a member of since 2017, is 

a key mobilising factor in implementing the EU’s energy acquis according to the precise 

schedules. According to the 2020 Implementation Report released by the ECT Secretariat, 

in relation to progress made in legal approximation Georgia attained an overall score of 

36% in 2020, an increase of 12% compared with 2019. GNERC approved the respective 

rules on legal and management unbundling. 

 

Competition 

For Georgia, the DCFTA did not create new obligations on subsidies that go beyond its 

obligations under the WTO Agreement on Subsidies and Countervailing Measures. 

Nevertheless, the Georgian Government has taken multiple steps not only to improve 

competition legislation, but also to bring its legislation closer to the DCFTA requirements. 

In March 2014, for instance, the Parliament of Georgia adopted the competition policy 

reform package, which aimed to improve the institutional framework of competition. 

Additionally, the Georgian National Competition Agency was created on the basis of the 

Law of Georgia on Competition and in line with the Regulation approved by Decree N288 

of the Government of Georgia of 14 April 2014. Amendments to the law of Georgia on 

Competition were initiated in the Parliament in June 2019. On 4 November 2020, the first 

package of amendments and their subsequent specifications in major bylaws concerning 

competition enforcement entered into force. The procedural norms of the Council became 

effective on 1 June 2021. 

Overall, the amendments apply to procedural norms, separation of competences between 

the Competition Agency and regulatory bodies, effective mechanisms for controlling 

concentrations, and structure of the competition agency. These amendments assist in 

better protecting the rights of the parties in competition-related legal proceedings and 

ensuring procedural justice. Legislative changes include new functions and enforcement 

tools of the Agency, a better system of merger control procedures, and an improved model 

of enforcement of competition in the regulated sectors of the economy. They are based on 

the respective EU directives and regulations. 

Substantial legislative approximation work has been carried out in all areas covered by the 

DCFTA, which means introducing new regulations and practices, establishing new 

institutions and equipping existing institutions with new functions. Although the legislative 

approximation process has at times lagged behind the schedules fixed in the Annexes to 

the DCFTA, and the implementation of harmonised legislation differs across sectors, the 

approximated regulations have already changed substantially, for example in the areas of 

environment, SPS, financial services, energy and TBT. This is crucial in terms of Georgia’s 

integration with the EU single market. In the longer term, legislative and institutional 

approximation lays the ground for future trade and economic impacts of the DCFTA on EU-

Georgia relations.  

 

Effectiveness of the institutional structure  

The institutional arrangements for reviewing and controlling the implementation of the 

Agreement are well developed. The Association Council can take binding decisions, where 

provided for by the Agreement. This means that the EU (and its Member States) and 

Georgia are obliged to implement these decisions. The Association Council can also adopt 

non-binding recommendations. The Association Agendas, for instance, are the main joint 

EU-Georgia policy planning documents outlining short- to medium-term priorities for 

AA/DCFTA implementation. Both decisions and recommendations are taken by consensus 

between the parties.  

The Association Council is assisted by the EU-Georgia Association Committee, composed 

of representatives of the parties at senior official level, which in turn is assisted by specific 
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subcommittees. A separate Association Committee in Trade Configuration (ACTC) was 

established to address all issues related to the DCFTA’s implementation, complemented 

by several subcommittees, e.g. on SPS, customs, GIs and TSD, supported by 

corresponding sector cluster meetings. The subcommittees monitor progress made in 

approximation in specific areas, discuss certain issues and challenges arising from that 

process, and formulate recommendations and operational conclusions. These meetings are 

generally considered to be effective and useful for the parties to implement the DCFTA.  

Overall, the joint institutions, in particular the subcommittees of the ACTC, exhibit an 

important agenda-setting power. The DCFTA’s ‘comitology’ is crucial in keeping issues on 

the agenda in case of delayed or insufficient implementation. As such, it guarantees 

continuity and exerts pressure on successive governments to abide by the commitments 

that Georgia entered into under the Agreement. The joint institutions play a crucial role in 

the process of Georgia’s (dynamic) approximation with EU legislation (i.e. the continuous 

updating of the list of EU directives or regulations in the many Annexes to the Agreement 

in light of relevant legislative developments in the EU itself). Numerous EU acts listed in 

the Annexes to the Agreement have already been replaced or amended in the EU; thus, 

the Agreement allows the Association Council to update or amend the Annexes, ‘including 

to take into account the evolution of EU law’. 

 

Implementation of the TSD chapter  

During the last years, Georgia has made substantial changes to its national labour 

legislation in order to bring it to a higher level of compliance with international/ILO labour 

standards and best practices. Significant changes were introduced into the Georgian 

Labour Code and the Law on Public Services. Georgia adopted separate laws ensuring the 

prohibition of discrimination in labour relations and of forced labour, as well as ensuring 

children’s rights and freedom of association. In 2020, an independent agency – the Labour 

Inspection Service – was established. In 2019, Georgia adopted the Organic Law on 

Occupational Safety (which replaced the existing Law on Occupational Safety) according 

to EU Directive 89/391/EEC, and relevant changes were adopted to the Labour Code and 

related legislation. The TSD work plan for 2018 to 2020 envisaged the establishment of a 

labour inspectorate and creation of the legislative grounds for it, and the adoption of the 

Occupational Safety and Health (OSH) Law and implementing regulations. The EU 

welcomed Georgia’s advancement in the aforementioned areas at the fifth meeting of the 

TSD Subcommittee.  

Despite the progress in legislative approximation, there are challenges in implementation, 

which need additional efforts. Implementation challenges, among others, are related to an 

insufficient level of knowledge of new regulations among stakeholders (both employers 

and employees). The EU and ILO are providing substantial assistance in this area.  

At this stage, a peer assessment of Georgian labour legislation in view of compliance with 

ratified ILO conventions and obligations envisaged by the Agreement is ongoing, and will 

be finalised in the near future.  

According to the results of stakeholder consultations, implementation of the TSD chapter 

has had an overall positive impact on the improvement of labour conditions in the country, 

especially at the legislative level. The effectiveness of implementation of new changes to 

the labour legislation, as well as the effectiveness of the Labour Inspection Service, are 

likely to be more visible in the medium term (one to two years after the start of 

implementation).  

In terms of the environmental aspects of the TSD chapter, before the implementation 

of the DCFTA Georgia had already ratified all multilateral environmental agreements 

(MEAs) required under the EU’s Special Incentive Arrangement for Sustainable 

Development and Good Governance (GSP+). Since then, Georgia has ratified the Paris 

Agreement and continues to implement other MEAs. Several MEAs have been the focus of 

the TSD Subcommittee since 2014, and thus have been selected for more detailed 

assessment. 
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The Paris Agreement was approved and entered into force in 2017. The updated Nationally 

Determined Contribution (NDC), which was approved in 2021, includes a more ambitious 

unconditional target of 35% of the country’s total GHG reduction by 2030 compared to 

1990 levels, and a target of 50-57% of emissions reduction in case of international 

support. Other relevant legislation on climate has been adopted, including a Climate 

Change Strategy and a Climate Action Plan (CAP) for 2021 to 2030, approved by the 

government in early 2021. Preparation of a long-term 2050 Low Emission Development 

Strategy (LEDS) of Georgia is ongoing. 

Between 2014 and 2020, the EU and Georgia also noted effective cooperation on – and 

enforcement of – the Convention on International Trade in Endangered Species of Wild 

Fauna and Flora (CITES) by Georgia. A new Law on Biodiversity and the associated sub-

laws were considered key in bridging the legislative gap for Georgia to achieve Category 

1 status in September 2019. Also, an updated National Biodiversity Strategy and Action 

Plan (NBSAP) for 2014 to 2020 was adopted by Georgia in May 2014, with a target of at 

least 12% of the country’s terrestrial and inland water areas and 2.5% of marine areas to 

be covered by protected areas by 2020. By the end of 2019, Georgia was close to reaching 

this target, with 9.9% of the country’s territory covered by nationally designated protected 

areas. More work remains to reach the Aichi targets. In 2021, Georgia introduced a new 

Spatial Monitoring and Reporting Tool (SMART) to facilitate biodiversity data collection. 

Although Georgia accessed the Montreal Protocol in 1996, the country has yet to ratify the 

Kigali Amendment. In 2014, the country’s ozone depleting substances (ODS) import-

export legislation was amended to introduce the quota system and to approximate national 

legislation to EU acquis. Despite Georgia still not being party to the Espoo Convention, the 

adoption of the Environmental Assessment Code in June 2017 became a key step towards 

implementation of the functional system for Strategic Environmental Assessment (SEA) 

and Environmental Impact Assessment (EIA) in the country. Through its Law on the 

Import, Export and Transit of Waste introduced in 2016, Georgia was assumed to have 

become compliant with the Basel Convention. 

With the technical assistance of the General Fisheries Commission for the Mediterranean 

(GFCM), Georgia began developing an electronic monitoring system and, since 2019, the 

equipment has been added to an increasing number of ships, while the approximation of 

methodologies for stock assessment and fishing quotas is ongoing. In 2017, Georgia was 

officially allowed to export fish and fish products to the EU. In 2019, Georgia adopted a 

new Forest Code, with specific by-laws in development. A Forest and Land Use Decision 

Support System was developed and, later, improvements were made. A Forest and Land 

Use Atlas has been launched and is publicly available online. 

Representatives of public administration, business and civil society organisations (CSOs) 

of Georgia who were interviewed as part of this project agreed that there had been steady 

progress in advancing the transposition of environment and climate acquis. They noted 

that Georgia’s environmental legislation had undergone significant changes to comply with 

EU norms. Many interviewees also noted that the DCFTA-related policy measures had had 

a positive impact on environmental issues. Several stakeholders from the private sector 

agreed that new legislation had established higher standards for environmental protection 

in business. At the same time, they also noted that the fulfilment of some environmental 

regulations caused additional bureaucracy and financial burden, especially for SMEs. 

 

Which factors are influencing (either positively or negatively) the achievements 

of the DCFTA’s objectives? (EQ 2)  

In various consultation formats, stakeholders stressed their concern regarding the fact 
that the economic impact of the DCFTA has so far been rather modest. However, two 
important aspects were mentioned in this context that serve as an explanation for this.  

First, there is an understanding that the DCFTA’s impact will be more visible in the longer 
term, after legislative approximation is complete and non-tariff barriers for Georgian 
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exports to the EU have largely been eliminated. There was no expectation that the DCFTA 
would substantially change trade patterns in the first years, given that tariff barriers had 
already largely been eliminated before 2014, and that removing non-tariff barriers as a 
result of legislative approximation takes time.  

Second, the majority of the stakeholders interviewed, particularly the private sector and 
civil society/NGO sector, believe that the general economic environment in Georgia is 
currently not conducive to growth, trade or investment. More specifically, issues related 
to the business environment, the lack of positive pro-business agenda, and increased 
corruption cases, as well as the current tense political environment, were mentioned as 
hampering factors. During the stakeholder interviews, some private sector representatives 
mentioned concrete cases where European companies had expressed discontent with 
current practices in Georgia.  

 

What have been the Agreement’s unintended consequences so far? (EQ 3)  

One important positive consequence, not specifically targeted by the Agreement, is 
Georgia’s further liberalisation of trade with non-EU trade partners. More specifically, this 
refers to several important bilateral FTAs concluded by Georgia after the DCFTA entered 
into force. In particular, FTAs with EFTA and China have to be mentioned in this context, 
as well as potential FTAs with India and Israel, which are currently under negotiation. The 
widening of trade possibilities and market access is crucial for a small market like Georgia. 
New trade agreements also contribute to attracting foreign investments to the country.  

On the negative side, the DCFTA seems to have led to the introduction of new regulations 
that are burdensome for the private sector, particularly for SMEs, due to increased 
compliance costs. 

When comparing these findings with the ex-ante assessment of the DCFTA, the expected 

impact of the Agreement on the EU is in line with the findings of this ex-post evaluation. 

There is a mismatch in the estimates on national income of the EU, but the estimated 

difference on national income is marginal relative to the size of the EU27 economy. Yet, 

the expected economic and social impacts contained in the ex-ante assessment were 

generally, and significantly, overestimated vis-à-vis the ex-post impacts of the DCFTA on 

Georgia outlined in this study.  

 

9. DCFTA’s impact  

What have been the economic, social, human rights and gender equality, and 

environmental impacts of implementation of the DCFTA? (EQ 4)  

Economic impact  

Implementation of the DCFTA has not led to any major economic effects for the EU or 

Georgia. From the EU’s perspective, trade with Georgia remains rather marginal (0.04% 

in extra-EU imports, and 0.1% in extra-EU exports), thus the Agreement was not expected 

to have any significant effects on the EU’s GDP or trade dynamics. Also from Georgia’s 

perspective, no major effects on trade were anticipated, as Georgia already had very low 

overall trade barriers for its trade partners, including the EU, before the entry into force 

of the DCFTA. Furthermore, the DCFTA is intended to ease trade in manufactured goods, 

while Georgia’s overall exports, especially its exports to the EU, are dominated by raw 

materials (e.g. copper ores), which were already tariff free before the DCFTA. Therefore, 

the DCFTA could only have a limited impact on Georgia’s exports to the EU. This explains 

why trade flows have not exhibited much change since 2014. A considerable expansion 

has, however, been observed in trade in services between Georgia and the EU. As trade 

between Georgia and the EU was largely liberalised before 2014, the entry into force of 

the DCFTA did not result in any significant effects on Georgia’s main macroeconomic and 
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budgetary indicators. The most noticeable impact was a decline in fiscal tax receipts, while 

real GDP growth was mainly driven by domestic demand.  

The impact of the DCFTA on FDI in Georgia has been rather limited, as between 2014 and 

2019 FDI inflows into Georgia were mainly triggered by the construction of the Azerbaijan-

Georgia-Turkey gas pipeline, which is not directly related to the DCFTA. Yet, given its 

comprehensive nature, with the full implementation of the Agreement, more positive 

effects could follow in the long run. 

 

Social impact 

Georgia has moved forwards in the improvement of labour standards and working 

conditions, and has introduced changes to its labour legislation in order to implement ILO 

conventions and core labour standards in practice. The influence of the AA/DCFTA on 

labour conditions was assessed positively by most of the stakeholders interviewed for this 

ex-post evaluation. But it is difficult at this stage to identify a direct impact (expressed in 

correlation and numbers). Visible changes in the areas covered by the Decent Work 

Agenda require more time, and also depend highly on economic development and overall 

GDP growth. 

 

Gender 

The study analysed the effects of the DCFTA on women, based on their three key economic 

roles as workers, consumers and entrepreneurs.  

Women as workers: the economic modelling captures a small contribution of the DCFTA 

to Georgian exports to the EU, but rather a large impact on Georgian imports from the EU, 

especially in the primary sector. Even though a breakdown of the impact by gender is not 

available, this outcome, coupled with the trend observed for gender employment across 

sectors, suggests that the decline in employment of both men and women in the 

agricultural sector can possibly be attributed to the expansion of agricultural imports from 

the EU, which seems to have had a higher negative effect on working women in Georgia.  

Women as consumers: a clear trend is observed in Georgia of the decreasing price of most 

of the goods and services that are relevant to women, either personally or in the 

household, over the period 2015 to 2019. These items are not directly comparable with 

the category of products examined by the CGE model. Nonetheless, the disaggregated 

results of the modelling at sector level, overall, show that Georgia has benefited from an 

expansion in the export of agri-food products, textiles and wearing apparel to the EU. 

Women as entrepreneurs: the data imply a general improvement in the business 

environment for women in Georgia over the period analysed. However, there was evidently 

a deterioration in female business ownership during 2013 to 2019. 

The official government finance statistics, in general, do not indicate any significant decline 

in government expenditure in Georgia since the entry into force of the DCFTA. Similarly, 

based on the observations above and measures considered, one does not infer any 

deterioration in health, education or sanitation services for women in particular. More 

detailed data on government spending on essential social services, as well as information 

on females’ access to these facilities, is required to draw a conclusion about the potential 

revenue effects of the Agreement in Georgia. 

The majority of the stakeholders interviewed in Georgia assess that the Agreement has 

had a moderate to strong positive impact on female labour market participation and 

entrepreneurship, as well as on gender equality in terms of income and working conditions. 

 

Climate change 

Despite an overall increase in CO2 emissions in Georgia since the DCFTA was implemented, 

the Agreement is estimated to have had a marginal but positive impact on Georgia’s 
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climate change mitigation efforts. The CGE modelling estimated a 0.02% reduction in the 

country’s energy-related CO2 emissions. More specifically, CO2 emissions stemming from 

households’ energy consumption decreased by 0.23%, while emissions from the 

intermediate energy consumption of firms increased slightly (+0.04%). Within the latter, 

the sectors that saw the largest decrease in emissions in relative terms as a result of the 

DCFTA were processed food (-1.5%) and rubber and plastics (-1.12%). In absolute terms, 

the largest decrease was observed in other services (-4.77 ktCO2) and processed food (-

0.31 ktCO2). The largest sectoral increases were recorded in non-ferrous metals (+2%) 

and iron and steel (+0.77%) in relative terms, and in transport services (6.64 ktCO2) and 

iron and steel (2.07 ktCO2) in absolute terms. 

 

Air quality and pollution 

Since the implementation of the DCFTA, both improvements and deterioration have 

occurred regarding different air pollutants. SOx pollution saw a significant increase over 

the period 2014 to 2019, growing by 193.2%. NOx emissions, on the other hand, increased 

by only 0.6% over the same period, despite a peak in 2018. The sectors that contributed 

most to the increase in SOx and NOx pollution levels in Georgia were power generation, 

road transport, agriculture and other stationary combustion. Both PM2.5 and PM10 

concentration levels decreased between 2014 and 2019, by -6.8% and -4% respectively, 

largely due to decreases in other stationary combustion. Because the transport sector 

remains one of the major sources of air pollution in Georgia, efforts to improve the 

situation have included a mandatory requirement for the inspection of light transport 

vehicles (fully operational since 2019) and gradual tightening of fuel quality standards. 

Notably, imports of hybrids increased from 2% of total car imports in 2015 to 26.4% in 

2017. Georgia also made amendments to the relevant legislation in 2020 aiming to meet 

European standards, which may have positive effects on air quality and emissions in the 

longer term.  

 

Water quality and resources 

Since the implementation of the DCFTA, Georgia’s water quality monitoring system has 

significantly expanded, with the total number of monitoring points more than doubling 

since 2014. EU support and capacity building, for example through the EUWI+, have also 

played a part in improving the management of water resources. Surface and groundwater 

quality had permissible concentrations of ammonia in the majority of water sources, and 

groundwater resources showed chemical and microbiological parameters within the norm 

in the period 2014 to 2017. Despite a boost in Georgia’s agricultural exports to the EU 

following the DCFTA, the evolution in fertilizer and pesticide use in Georgia did not show 

a significant increase. In fact, pesticide consumption decreased by 7.6% between 2014 

and 2019, and consumption of nitrogen fertilizer, the main fertilizer nutrient used, 

decreased by 19.4% between 2014 and 2019. Water-use efficiency improved notably from 

2014 to 2019. In particular, significant improvements can be seen in industrial water-use 

efficiency, which grew by almost 26% between 2012 and 2017. Freshwater withdrawals 

as a share of available freshwater resources decreased by 28.6% between 2014 and 2018. 

Nevertheless, water consumption in agriculture grew significantly from 2014 to 2017, from 

226 million to 488 million m3 respectively, partly due to an expansion of irrigated 

agricultural area. Finally, water consumed by households decreased by 28% between 2014 

and 2017. 
 

Biodiversity and ecosystems  

While lack of monitoring and information on biodiversity are a general issue, efforts to 

improve this have been ongoing since the implementation of the DCFTA. Georgia’s 

performance on the Red List Index has remained stable, scoring almost the same in 2019 

as in 2014 (around 0.89) in overall extinction risk. In 2020, Georgia adopted a 10-year 



 

136 

biodiversity monitoring plan, and a new Spatial Monitoring and Reporting Tool (SMART) 

system was introduced in 2021 to help rangers collect biodiversity data and register 

violations in protected areas. In terms of forest management, a major reorganisation 

happened in 2013, when the National Forestry Agency and the Forest Policy Service were 

established and the number of forest rangers was significantly increased. The first National 

Forest Inventory (NFI) was initiated in 2018. Despite overall stable forest land, fluctuations 

in tree cover loss and illegal logging have taken place in the since 2014, with a slight 

increase in the former and decrease in the latter. As for fisheries, challenges remain with 

regard to lack of information, a high level of unreported catches and illegal fishing.  

 

Waste 

Despite progress around the legislative framework, waste remains an issue in Georgia. 

Collection services for municipal solid waste remain unevenly distributed among urban and 

rural areas. None of Georgia’s landfills for municipal waste are considered to conform to 

EU standards. Lack of reporting and lack of data make assessing trends in waste 

generation and treatment difficult, though there are indications that waste generated has 

increased. For example, while accounting for a small share of overall waste in terms of 

weight, electronic waste generated per capita increased by 28% between 2014 and 2018. 

According to the interviews with public sector representatives, the DCFTA has nevertheless 

had a positive impact on waste management, with significant changes to the legal 

framework in order to bring it in line with the EU acquis. A new Waste Management Code 

was introduced at the end of 2014, which has modernised the approach to waste 

management. Georgia also received technical assistance from the EU in the area of waste 

management through a project launched in 2019.  
 

Human rights 

The DCFTA has had a positive impact on the internal legislative framework, with the 

adoption of specific legislation related to the observance of human rights, including the 

transposition of EU directives and ratification of UN and ILO treaties. 

SMEs have not enjoyed an important share of the trade-related benefits offered by the 

DCFTA. These findings derive from the conclusion that insufficient capacity is available 

within SMEs to penetrate the EU market and to trade directly. Instead, it is the large 

enterprises that have enjoyed the greatest benefits, due to their vertical integration and 

strong capital flow capacities. Individuals have indeed obtained a larger share, as the 

average monthly salary has increased by 50%. 

Life expectancy and specific health indicators show that this area has improved. There is 

a direct link between increased budget revenues from DCFTA trade and larger investments 

in healthcare. 

The sustainable use of natural resources has not progressed. On the contrary, the DCFTA 

has not strengthened Georgia’s capacity to effectively manage and preserve its natural 

resources such as forests, or to promote sustainable mining. 

 

Impact on SMEs and consumers 

How did implementation of the DCFTA affect SMEs, consumers and specific economic 

sectors as mentioned in the ‘Trade for All’ Communication? (EQ 5)  

 

Impact on SMEs 

SMEs are the backbone of the Georgian economy, representing 99.7% of all active 

enterprises in the country. When it comes to trade, however, they only source half of 

international trade flows, while the other half comes from large companies representing 

just 0.3% of active enterprises in Georgia. The share of SMEs in trade with the EU is even 
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smaller, and takes up only a third of Georgia’s total trade with the EU. There is an 

increasing trend registered in SMEs’ imports and exports with the EU, but the increase is 

larger for imports and mainly comes from medium rather than small companies. 

 

Case study: textiles and apparel  

The DCFTA has had a positive influence on trade in apparel between Georgia and the EU. 

However, trade has intensified mostly with large companies, whereas SMEs have 

reoriented their exports towards non-EU countries. Georgian companies keep specialising 

in small value added activities like knitting and crocheting, which only finish the production 

process. Trade is mainly conducted under the inward processing procedure, which enables 

Georgia to export to the EU, among others, via Turkey tariff free. 

In the textile sector, trade has not seen much change since the entry into force of the 

Agreement. In fact, Georgia’s exports of textiles to the EU registered a considerable decline 

between 2014 and 2017, as Georgia redirected its exports to other markets, mainly to the 

CIS countries and Turkey. 

 

Case study: ICT sector 

Both Georgian imports and exports with the EU in the ICT sector have demonstrated 

significant expansion since the entry into force of the DCFTA. This particularly refers to 

Georgia’s ICT exports to the EU, which skyrocketed from EUR 2.5 million in 2016 to EUR 25 

million in 2019 (an eightfold increase). As a result, in 2019 Georgia’s trade balance with 

the EU in the ICT sector turned up positive, and the EU took around a 40% share in the 

total ICT exports of Georgia. As the ICT sector reflects development in many areas, it is 

difficult to single out the direct effects of the DCFTA on the services trade in ICT.  

 

SMEs in the agricultural sector 

For SMEs, the DCFTA opened up new markets for Georgian jams and canned vegetables 

in Austria, Belgium and Romania. New export positions were also introduced for exports 

in dried fruits, fruit leather and dried lemon. Following the entry into force of the DCFTA, 

Georgian SMEs started to export these products to Germany, Greece, Poland, the 

Netherlands, Lithuania and Latvia. The DCFTA also triggered a diversification of Georgian 

exports in fresh fruits and vegetables, as the country started exporting new products such 

as apple, quince, kiwi, persimmon, berries (cranberries, balsam and curry) and fresh 

vegetables, mainly to Lithuania. Although Georgian exports in all of these categories 

remain limited in nominal values, the growth rates are still considerable. 

 

SMEs in the non-agricultural sector 

In the non-agricultural sector, exports have increased in furniture. The growth of exports 

is particularly impressive in pet furniture. Exports are sourced from only one company, 

which was established after the signing of the DCFTA. Between 2014 and 2019, the 

company increased its exports to the EU from a negligible USD 21,000 to USD 10.5 million.  

 

Effects of the DCFTA on consumers 

To study the effects of the DCFTA on consumers, we focus on the agricultural sector, and 

more specifically on the impact of legislative approximation in SPS. Our selection is 

motivated by the fact that at least half the working population of Georgia is involved in 

the agricultural sector. Furthermore, legislative approximation in SPS has an impact on all 

enterprises involved directly or indirectly in agriculture. SPS measures also concern broad 

masses of consumers, and almost everyone, so it is important to evaluate their impact. 
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As milk and dairy products are part of the regular consumer basket in Georgia, we focus 

on the effects of the legislative approximation of SPS in milk and dairy.  

 

Case study: approximation of SPS measures on milk and dairy products  

Adopting EU acquis in SPS and a number of HACCP regulations could result in compliance 

costs, and consequently increase milk and milk product prices. However, as the CPIs for 

dairy products have not increased significantly, hygiene requirements do not seem to have 

had a significant influence on price increase that could negatively affect consumers.  

Compliance costs related to the introduction of EU hygiene rules are mostly challenging 

for medium and especially small-sized companies (not meeting the small business status 

criteria) operating in the sector. For large companies, either compliance costs were not as 

high as for SMEs, or they had already established high safety standards to increase their 

competitiveness on the market. SMEs and small suppliers are exempted from the adoption 

of EU rules on hygiene in milk and dairy products. More precisely, simplified rules apply to 

households, business operators with small business status, business operators using the 

traditional methods of production, production in high mountain regions and business 

operators producing food protected by the GI and/or appellation of origin.  

 

10. DCFTA’s efficiency  

To what extent has the DCFTA been efficient in achieving its objectives? (EQ 6)  

The majority of interlocutors and respondents mentioned that the DCFTA had been largely 

efficient in achieving its key objectives. The main limitations are delays in the transposition 

and implementation of the relevant EU acquis, which deter Georgian enterprises from 

accessing the EU market. 

 

Preference utilisation 

The rate of use of preferences by Georgian and EU exporters is below the average rate 

observed in the region. In particular, in 2014-2019 Georgia’s preference utilisation rate 

oscillated around 77%, falling behind the utilisation rate of the other EU partners in the 

region (85-86% for Moldova and Ukraine). Preference utilisation rates of EU exporters 

averaged above 70%, with agricultural products (animals and animal products, prepared 

foodstuffs and animal or vegetable fats) achieving the highest rates. Overall, preferences 

were used most extensively by both sides in the agricultural categories, rather than in the 

main export categories of Georgia (mineral products) and the EU (machinery). When it 

comes to TRQs, these are only applicable to Georgian exporters (not to EU exporters) but 

they have so far not made use of them. This can be explained by the relative insignificance 

of garlic as an export good of Georgia, and by China’s monopoly in garlic on the EU market.  

In terms of market access, the EU has 414 measures in place that could potentially hinder 

Georgia’s access to the EU market. Most of these measures refer to TBT (66%) and SPS 

(24%). Georgian exports are subject to an additional pre-shipment requirement besides 

those that all countries exporting to the EU must fulfil. 

 

Trade diversion 

We do not observe any signs of trade diversion (i.e. a reduction in trade between Georgia 

and its non-EU partners), neither in goods nor in services. In fact, the shares of Georgia’s 

main non-EU trade partners, such as Azerbaijan, Russia and China, increased significantly 

in both Georgia’s exports and its imports in 2014-2019. However, this trade expansion 

was achieved at the expense of other countries, as the EU maintained its share in Georgia’s 

exports and imports and remained its main trade partner. From the EU’s perspective, 
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despite positive developments in trade volume, trade with Georgia remains rather 

marginal in terms of the EU’s total trade. 

There is no indication that the DCFTA has had any negative effects on investments from 

non-EU countries, the share of which remained stable around 40%.  

 

To what extent are the costs associated with the DCFTA proportionate to the 

benefits they have generated? (EQ 7) 

Almost all public sector stakeholders expressed the view that the AA/DCFTA had generated 

more benefits than costs, or that the costs were proportionate to the benefits. Only one 

respondent during the stakeholder interviews answered that, at this stage, the costs were 

higher than the benefits. In addition, some stakeholders expressed the view that 

considerable benefits would be achieved in the longer term. 

The business sector is more cautious when talking about the cost-benefit ratio. Most 

representatives think that so far implementation of the DCFTA has generated costs, 

associated with regulatory compliance. The benefits are expected to accrue in the medium 

to long term (except for those companies that have already benefited from the DCFTA and 

have started or increased their exports to the EU). In terms of comparing costs and 

benefits, most respondents believe that the costs are moderate compared to the benefits. 

However, some respondents think that the cost of complying with regulations can be 

considered an investment in enhanced competitiveness. 

Most civil society representatives expressed the view that, so far, the DCFTA had 

generated high costs and moderate benefits, and noted that more benefits would be visible 

in the medium to long term, when the opportunities presented by the DCFTA were better 

utilised. 

Thus, even in cases where stakeholders have a reserved position with regard to the cost-

benefit ratio and assess the costs to be higher than the benefits, the expectation is 

positive, i.e. that the current ratio will change in the medium to long term and that the 

benefits will outweigh the costs.  

 

Have these costs and benefits been proportional among the different stakeholder 

groups and interests? (EQ 8) 

Most stakeholders emphasised that costs and benefits had been proportional among the 

different stakeholder groups and interests. Only one respondent expressed the view that 

the costs and benefits differed from sector to sector. Another respondent said that the 

private sector was more vulnerable to change than the public sector while complying with 

new regulations.  

Overall, the stakeholder consultations revealed that respondents found it challenging to 

precisely calculate or estimate the costs and benefits associated with the AA/DCFTA. 

Therefore, there is a caveat that the responses in some instances capture general 

perceptions and impressions about the relevance and/or impact of the AA/DCFTA rather 

than accurate assessments of the costs and benefits it has produced.  

 

Have there been unnecessary regulatory costs (including administrative 

burden)? (EQ 9) 

Answers by public sector respondents diverged regarding the extent to which the 

AA/DCFTA has led to unnecessary regulatory costs or administrative burden for the private 

sector. Some stakeholders thought that certain types of regulatory costs for the private 

sector were unnecessary, while others answered that each regulation was essential and 

that the regulatory cost was justified. 

As for private sector feedback, respondents did not deny that there was a noticeable cost 

associated with the AA/DCFTA. However, most stakeholders did not perceive this cost as 
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unnecessary, taking into account the ultimate, very important objectives of the DCFTA. 

Almost all respondents agreed that the AA/DCFTA was helping Georgia to move closer to 

the EU single market, and noted that there was still a lot to be done by the government 

and private sector to explore the opportunities offered by the DCFTA. 

It is worth noting that besides some delays, there have also been cases where certain EU 

regulations have been approximated by Georgia ahead of time, and that in such cases the 

associated regulatory cost could be characterised as unnecessary at that particular point 

in time. In addition, in certain cases where new institutions are created or existing 

institutions are equipped with new functions, this involves at least increased government 

spending for additional staff. Given that there are, in general, unnecessary increases of 

staff in government structures and broadly reported nepotism in the country, there is a 

potential risk that the same tendency applies in the areas associated with the DCFTA’s 

implementation. 

 

11. DCFTA’s coherence 

To what extent has the implementation of the DCFTA been coherent with the EU’s 

trade and neighbourhood policies? (EQ 10)  

Back in 2014, when the DCFTA between the EU and Georgia was concluded, the Agreement 

was in line with the EU’s trade and neighbourhood policies. Yet, since the enforcement of 

the Agreement, the EU has significantly updated these policies.  

In terms of trade, the updates refer to the EU’s new trade strategies adopted in 2015 and 

2021. In 2015, the ‘Trade for All’ strategy mainly addressed the importance of global value 

chains, the emergence of digital economy and services trade, and the need for regulatory 

cooperation in innovation, e-commerce and competition. The renewed strategy was 

complemented by the launch of the Digital Single Market in 2015, which further reinforced 

the focus on digital economy and e-commerce in the EU’s agenda. In 2021, the ‘Open, 

Sustainable and Assertive Trade Policy’ put forward the EU’s objectives to achieve 

economic recovery through the green and digital transformation, as well as a renewed 

focus on strengthening multilateralism and reforming global trade rules, and ensuring the 

EU’s commitments to the SDGs and sustainability. 

The updated EU priorities also feature in the EU’s Eastern neighbourhood policy, which 

Georgia has been part of since 2009. In 2017, the EU and the Eastern Partnership (EaP) 

States agreed on the reform agenda for 2020; the so-called ‘20 Deliverables for 2020’. 

The deliverables were grouped around four main policy areas: stronger economy, stronger 

governance, stronger connectivity and stronger society. Among others, the deliverables 

aimed to support SMEs, and improve digital ecosystems and connectivity across the 

region. Building on the agenda of the 2020 deliverables, the EU published a new set of 

EaP policy objectives in 2020. ‘Reinforcing Resilience – an Eastern Partnership that delivers 

for all’ sets out the five key areas for increasing resilience across the EaP post-2020: 

sustainable and integrated economies, accountable institutions, the rule of law and 

security, environment and climate, digital transformation and fair and inclusive societies. 

While the commitments to the rule of law, integrated economies and inclusive societies 

were already part of the key EaP objectives before 2020, the main updates in the new 

policy refer to the inclusion of digital transformation, environment and climate resilience 

and sustainable transformation. These new focus areas go hand in hand with the EU’s 

updated agenda on trade.  

The EU-Georgia DCFTA, with its deep and comprehensive nature, briefly refers to the new 

trade and EaP priority areas. However, its coverage of areas such as digital cooperation, 

e-commerce, environment and climate is quite limited. These areas feature in the different 

chapters of the AA, but even in those chapters the language is rather general and soft. 

Moreover, the Annexes become obsolete as several EU regulations and directives laid down 

in them have already been replaced by new EU legislation in line with the new policy 

agenda of the EU.  
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Overall, the Agreement is not incoherent with the EU’s trade and neighbourhood policies, 

but it is a bit outdated following major upgrades in the EU’s legislation and policy on digital 

matters, environment, climate and services trade. As a result, the DCFTA may not provide 

a sufficient and up-to-date framework for addressing these new areas in bilateral trade 

relation between the EU and Georgia. However, on the positive side, the Agreement 

foresees dynamic approximation, which should improve its coherence with the EU’s 

updated trade and neighbourhood policies.  

 

To what extent has the implementation of the DCFTA been coherent with the EU’s 

commitment to sustainable development in trade policies as a contribution 

attainment of the sustainable development goals? (EQ 11) 

The DCFTA is coherent with the EU’s commitments to sustainable development in trade, 

and contributes highly to achieving the sustainable development goals (SDGs). This was 

also reported in the stakeholder consultations, as most stakeholders agreed that 

implementation of the DCFTA would contribute extensively to achieving the priorities of 

the SDGs.  

The interviews conducted with representatives of Georgia’s public administration and civil 

society, and with relevant EU stakeholders, acknowledged steady progress in increasing 

Georgia’s climate ambitions and advancing the transposition of environmental and climate 

acquis. Although there is widespread agreement that the DCFTA-related policy measures 

are well linked to the UN SDGs and national environmental policies, most interviewees 

also noted a need for further improvements in better elaboration of national legislation. 

The EU stakeholders interviewed considered the DCFTA to be in line with the EU’s 

commitments to sustainability in trade; yet some pointed out that the environmental 

provisions might be less advanced compared to other aspects of the DCFTA and require 

further improvements. Many interviewees also noted that the DCFTA-related policy 

measures had had a positive impact on environmental issues.  

Georgian stakeholders outlined the DCFTA coherence in achieving better protection of 

labour rights and creation of better working conditions, while as a result of the progress, 

driven by the DCFTA Georgia substantially improved its legal and institutional framework 

in the area concerned. 

12. DCFTA’s relevance 

Are the provisions of the DCFTA still relevant to address the current trade needs 

and issues of the EU and Georgia? (EQ 12)  

As already mentioned in the discussion on the coherence of the EU-Georgia DCFTA, EU 

trade needs have evolved since the signing of the Agreement. The EU’s updated trade 

agenda highlights the importance of services trade, digital trade, green and sustainable 

transformation, commitments to sustainability and due diligence across global supply 

chains. The launch of the Digital Single Market in 2015 and the European Green Deal more 

recently further emphasise the current needs of the EU in its policies, and particularly in 

trade.  

From Georgia’s perspective, the country is struggling to be properly integrated in global 

value chains and to diversify its trade, both in terms of unlocking new markets and 

introducing new products to the EU. The DCFTA offers a mechanism for long-term and 

possibly irreversible trade diversification, and therefore has an increased relevance in the 

current context. Yet, it mainly facilitates trade in manufacturing goods, while the Georgian 

economy is based on services. As outlined in Chapter 5, services trade, and Georgian 

service exports in particular, have seen considerable expansion since the entry into force 

of the DCFTA. This further indicates that the Agreement could be better tailored to easing 

services trade between the EU and Georgia, for instance by removing some of the EU’s 

reservations on services trade contained in the Agreement.  
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Given its deep and comprehensive nature, the EU-Georgia DCFTA corresponds to the 

current needs of the EU and Georgia, but does not place sufficient emphasis on them. In 

other words, the DCFTA does not contradict the current trade needs of the EU and Georgia, 

but nor does it promote them actively. In this sense, the Agreement could be viewed as a 

good foundation to strengthen bilateral trade relations in the new priority areas 

corresponding to the current needs of the EU and Georgia.  

 

13. Conclusions 

13.1. DCFTA’s effectiveness  

In terms of the DCFTA’s effectiveness in achieving its objectives, the overall picture is 

mixed. We can distinguish two main components of the key objectives: trade facilitation 

through liberalisation and economic development on the one hand, and legislative 

approximation and institutional development on the other.  

From an economic perspective, the effectiveness of the Agreement is rather modest, as 

implementation of the DCFTA has not resulted in a substantial increase or diversification 

of trade between Georgia and the EU. This could partly be explained by the fact that 

already before the entry into force of the DCFTA, Georgia had very low overall trade 

barriers for its trade partners, including the EU. Therefore, the liberalisation of trade 

barriers on the Georgian side was not expected to have a significant impact on Georgia’s 

imports from the EU. In addition, the current structure of Georgian trade is another 

determining factor in the comparatively low impact of the DCFTA on trade diversification. 

More specifically, Georgia’s manufacturing sector is not big, and Georgian enterprises lack 

the capacity to increase production and become more export oriented. This further limits 

Georgia’s potential to unlock the benefits of the Agreement in the short to medium term.  

As for legislative approximation and institutional development, the picture is different. In 

this area substantial legislative approximation work has been done in all areas covered by 

the DCFTA, meaning the introduction of new regulations and practices, the establishment 

of new institutions and the equipping of existing institutions with new functions. Although 

the legislative approximation process has sometimes been out of sync with the schedules 

fixed in the annexes to the DCFTA, and implementation of new or amended legislation 

differs across sectors, the approximated regulations have already changed the modus 

operandi substantially, for example in the areas of environment, SPS, financial services, 

energy and TBT, and have supported a further upgrade of public procurement and customs 

systems. This objective is crucial in terms of Georgia’s integration with the EU’s single 

market. In the longer term, legislative and institutional approximation paves the way for 

future trade and economic effects of the DCFTA on EU-Georgia relations.  

In terms of implementation of the TSD chapter, this has contributed to the improvement 

of the relevant legislation. Due to changes in the labour laws, the adoption of new legal 

acts and the establishment of an independent Labour Inspection Service with broader 

powers and functions, the Georgian legal system has achieved a higher degree of 

compliance with the respective ILO conventions. However, implementation in practice is 

still a challenge and requires further effort, namely through the streamlining of 

enforcement mechanisms and increased knowledge among all stakeholders (employers, 

employees and state institutions). The effectiveness of implementation of new changes to 

the labour legislation, as well as the effectiveness of the Labour Inspection Service, are 

likely to be more visible in the medium term (one or two years after the start of 

implementation).  

Changes are continuously being made to Georgia’s environmental legislation to 

implement the environmental provisions of the TSD chapter and to further approximate to 

EU legislation. Georgia has ratified the Paris Agreement and increased its commitments in 

the second NDC submitted in 2021. National legislation and policy documents on climate 

have been further elaborated. In the priority areas identified in the TSD Subcommittee 

Action Plans, substantial progress has been achieved in cooperation on CITES. The relevant 
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legislation has been adopted, and national policies have been introduced in fulfilment of 

the Convention on Biodiversity, the Espoo Convention (although Georgia is yet to ratify it) 

and the Basel Convention. As of 2020, Georgia is deliberating on acceding the Kigali 

Amendment to the Montreal Protocol. In the forest sector, a new Forest Code was adopted 

in 2019 and reforms undertaken. In the fishery sector, an electronic monitoring system 

has been launched on an increasing number of ships. In 2017, Georgia was authorised to 

export fish and fish products to the EU. Interviews conducted with representatives of public 

administration and civil society in Georgia, as well as with relevant EU stakeholders, 

acknowledge steady progress in increasing Georgia’s climate ambitions and advancing the 

transposition of EU environmental and climate acquis. Although there is widespread 

agreement that the DCFTA-related policy measures are well linked to the UN SDGs and 

national environmental policies, most interviewees also note the need for better 

elaboration in national legislation. 

Overall, it can be concluded that the Agreement has been effective in terms of achieving 

its key objectives. 

 

13.2. DCFTA’s impact  

Economic effects  

Implementation of the DCFTA has not led to any major economic effects for the EU or for 

Georgia. From the EU’s perspective, trade with Georgia remains rather marginal (0.04% 

in extra-EU imports and 0.1% in extra-EU exports), thus the Agreement was not expected 

to have any significant effects on the EU’s GDP or trade dynamics. Major dynamics in trade 

were also not expected from Georgia’s perspective, as Georgia already had very low trade 

barriers for its trade partners, including the EU, before the signing of the DCFTA. 

Furthermore, the DCFTA is intended to ease trade in manufactured goods, while Georgia’s 

overall exports, and even more so its exports to the EU, are dominated by raw materials 

(e.g. copper ores), which were already tariff free before the DCFTA. Therefore, the DCFTA 

could only have a limited impact on Georgia’s exports to the EU. This explains why trade 

flows have not demonstrated much change since 2014. There is, however, a considerable 

expansion observed in trade in services between Georgia and the EU.  

As trade between Georgia and the EU was largely liberalised before 2014, the entry into 

force of the DCFTA did not result in any noticeable effects on Georgia’s main 

macroeconomic and budgetary indicators. The most noticeable impact was a decline in 

fiscal tax receipts, while real GDP growth was mainly driven by domestic demand.  

The impact of the DCFTA on FDI in Georgia has been rather limited, as in the period 2014 

to 2019 FDI inflows into Georgia were mainly triggered by the construction of the 

Azerbaijan-Georgia-Turkey gas pipeline, which is not directly related to the DCFTA. Yet, 

given the comprehensive nature of the DCFTA, the full implementation of the Agreement 

could lead to more positive effects in the long run. 

 

Trade and sustainable development  

Georgia has moved forward in the improvement of labour standards and working 

conditions, and has introduced changes to its labour legislation in order to implement ILO 

conventions and core labour standards in practice. The influence of the AA/DCFTA on 

labour conditions was assessed positively by most of the stakeholders interviewed for this 

ex-post evaluation. It was noted that since the entry into force of the AA/DCFTA, significant 

changes have been introduced into Georgian labour legislation in order to improve labour 

standards and ensure safety in the workplace, which is already visible in practice. 

The DCFTA’s direct effect on wages, sectoral employment and household income is not 

clearly visible at this stage. Despite the fact that wages and household income have 

experienced an increasing trend in the last years, it is difficult to identify an exact 

correlation between this growth and the DCFTA, as there are other factors involved, such 
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as overall economic development and overall GDP growth. In addition, it is rather likely 

that the impact of DCFTA on wages, if any, will only be visible in the medium- to longer-

term perspective.  

There is no visible change in employment structure so far. As before the DCFTA, the 

agricultural and trade sectors have the largest share in employment. Informal employment 

still remains a challenge. 

Despite an overall increase in CO2 emissions since the DCFTA was implemented, CGE 

modelling estimates that the DCFTA has had a marginal positive impact on Georgian CO2 

emissions, leading to an estimated 0.02% decrease. This was confirmed by many 

stakeholders interviewed for the purpose of this project, who stated that the DCFTA had 

had a positive impact on the environment in general. Although they cannot be directly 

linked with the DCFTA, improvements have been observed in different environmental 

areas since 2014, with a reduction in non-CO2 GHG emissions, PM levels and pesticide 

use, as well as improvements in water use efficiency, among others. However, other areas 

have seen a deterioration, such as the emission of certain air pollutants (most notably 

SOx). Despite legislative improvements in recent years, challenges also remain in waste 

management. 

 

Gender 

The sectors having high shares in female employment have only been marginally affected 

by the Agreement, and changes, even if positive, have been very limited or negligible. In 

other sectors, the likely employment gains resulting from the Agreement appear to have 

benefited men more than women. With respect to female entrepreneurship, a general 

improvement in the business environment can be observed. A deterioration in female 

business ownership had already started before the signing of the DCFTA, thus cannot be 

directly related to the Agreement. As for the consumption effect, our analysis hints at the 

Agreement having contributed positively to decreasing prices of goods and services that 

are most likely to be consumed by women, leading to gains for females as consumers. 

Based on the available data, our study does not find any evidence of revenue effects driven 

by the DCFTA in Georgia. 

 

Impact on SMEs 

The DCFTA seems to be improving SMEs’ access to the EU market, but the overall share 

of SMEs in Georgia’s trade with the EU remains quite low. The DCFTA opened up new 

markets for Georgian SMEs operating in the agricultural sector producing fresh fruits and 

vegetables, jams and canned vegetables and dried fruits. The growth rates of Georgia’s 

exports in these product categories have been significant since the entry into force of the 

DCFTA, yet the nominal values remain limited. In the non-agricultural sector, considerable 

growth is observed in Georgia’s exports of pet furniture to the EU. Yet, it should be noted 

that these exports are sourced from only one company. The DCFTA does not seem to have 

boosted trade for SMEs operating in textiles and apparel. This could be explained by the 

position of Georgian SMEs in the low-productive end of the production process. Even 

though the DCFTA remains thinly lined when it comes to cooperation in ICT services, the 

analysis shows that trade in ICT between Georgia and the EU has become quite important. 

This refers in particular to Georgia’s ICT exports to the EU, which have increased ninefold 

since the entry into force of the DCFTA. Yet, as the ICT sector reflects development in 

many areas, it is difficult to single out the direct effects of the DCFTA on trade in services 

in ICT.  

 

Impact on consumers  

The approximation of Georgian legislation with EU acquis in the milk and dairy sector has 

not resulted in any noticeable price increase, and thus has not had any influence on 
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consumer welfare. Compliance costs related to the introduction of EU hygiene rules are 

most challenging for medium and especially small-sized companies (not meeting the small 

business status criteria) operating in the sector. For large companies, either compliance 

costs were not as high as for SMEs, or they had already established high safety standards 

to increase their competitiveness on the market. SMEs, individual entrepreneurs and other 

small suppliers are exempted from the adoption of EU rules on hygiene in milk and dairy 

products. As the legal approximation is ongoing, it can be anticipated that in the medium 

to long term, legal approximation will have a positive influence on the safety and possibly 

the quality of milk and dairy products placed on the Georgian market.  

 

Human rights  

The overall impact of the DCFTA on human rights is positive, as citizens enjoy a better 

level of living and more occupational opportunities. Indeed, more attention must be paid 

to developing the capacity of SMEs to penetrate the EU market and ensure that a fair share 

of budget revenues go to the sustainable use of natural resources. 

 

13.3. DCFTA’s efficiency  

The DCFTA has been efficient in the sense that it has not led to a diversion of trade in 

goods or services between Georgia and its non-EU trade partners. However, the rate of 

use of preferences is lower than the average observed in the region. Furthermore, 

preferences are not fully used in the main export categories of Georgia and the EU. Georgia 

does not seem to be making much use of the TRQs in garlic either.  

It remains challenging to single out precisely the costs and benefits associated with 

implementation of the DCFTA. The majority of stakeholders perceive the costs to be higher 

than the benefits in the short run. But in most cases, even when stakeholders are reserved 

with regard to the cost-benefit ratio and assess the costs to be higher than the benefits, 

the expectations are positive, meaning that the current ratio is expected to change in the 

medium to long term and the benefits will ultimately outweigh the costs.  

Overall, it can be concluded that the DCFTA has been moderately efficient in achieving its 

objectives. 

 

13.4. DCFTA’s coherence 

While the Agreement is not incoherent with the EU’s trade and neighbourhood policies, it 

is nevertheless slightly outdated due to major upgrades in the EU’s legislation and policy 

on digital matters, environment, climate and trade in services. As a result, the DCFTA may 

not provide a sufficient and up-to-date framework for addressing these new areas in 

bilateral trade relations between the EU and Georgia. On the positive side, though, the 

Agreement does foresee dynamic approximation, which should improve its coherence with 

the EU’s updated trade and neighbourhood policies.  

 

13.5. DCFTA’s relevance 

Given its deep and comprehensive nature, the EU-Georgia DCFTA corresponds to the 

current needs of the EU and Georgia, but does not place sufficient emphasis on them. In 

other words, the DCFTA does not contradict the current trade needs of the EU and Georgia, 

but nor does it promote them actively. In this sense, the Agreement could be viewed as a 

good foundation to strengthen bilateral trade relations by focusing on the new priority 

areas and current needs of both parties.  

 


