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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.  
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EXECUTIVE SUMMARY 

The Deep and Comprehensive Free Trade Area (DCFTA) between the European Union (EU) and 

its Member States and Georgia, provisionally in force since 2014, is the economic and trade pillar 

of the EU-Georgia Association Agreement (AA). The general purpose of the AA is to deepen 

political association and economic integration between the EU and its associated partners. To 

achieve this objective, the DCFTA provides far-reaching and progressive regulatory alignment 

with EU legislation in trade-related areas and foresees gradual reciprocal market opening. With 

these distinctive components, it goes beyond the ‘new generation’ free trade agreements (FTAs) 

and represents ‘a unique type of trade agreement’.1  

To this end, the present study represents standard good practice, while providing the European 

Commission with an analytical document for its Staff Working Document (SWD).2 In particular, 

it supports the Commission’s own evaluation of the Agreement. The Directorate-General (DG) 

for Trade has awarded a contract for the ‘Ex-post evaluation of the implementation of the DCFTA 

between the EU and its Member States and Georgia’ to a consortium led by the Centre for 

European Policy Studies (CEPS).  

This report provides the findings of the evaluation, including quantitative and qualitative 

assessments and stakeholder consultations, as described in the evaluation inception report. 

Overall, implementation of the DCFTA has been efficient and effective, with room for 

improvement in several areas including legislative approximation, implementation of trade and 

sustainable development (TSD) provisions and use of preferences under the Agreement. 

To reap the full benefits of the DCFTA, among others3: 

 More efforts should be mobilised to promote production capacity and the export potential 

of small and medium-sized enterprises (SMEs), including through the adoption of EU 

standards, as SMEs are the backbone of the Georgian economy. In this direction, 

providing more EU assistance and developing more tailored government programmes to 

support SMEs' productive and export capacities could be very useful.  

 The DCFTA mainly eased trade in manufacturing goods. However, Georgia is mainly 

exporting non-manufacturing goods, which limits the ability to reap the full benefits of 

the DCFTA. Therefore, more attention should be devoted to easing trade in the services 

sector, which represents the core of the Georgian economy. This particularly refers to 

exploiting the potential of Georgia’s information and communications technology (ICT) 

sector, which has been growing significantly over the past few years. 

 Georgia should devote more efforts to undertaking needed reforms, particularly in the 

justice sector, to improve the business environment for domestic and foreign businesses 

operating in the country. This will also promote Georgia’s attractiveness to foreign 

investors and will contribute to unlocking the full benefits of the DCFTA's implementation.  

 EU technical and financial assistance, which are provided continuously, play an important 

role in the effective implementation of the DCFTA for both the private and public sectors. 

However, there is a need to further strengthen pre-existing cooperation instruments 

through the better prioritisation of needs, also considering dynamic approximation and 

changes in EU legislation. Regarding dynamic approximation, more attention should be 

paid to the definition of realistic timelines for the approximation of updated EU legislation. 

In this it is important to consider the specificities of Georgia and to make a precise 

evaluation of the costs and benefits of implementation. 

 The EU, as well as Georgia, should devote more attention to conducting cost-benefit 

analyses of new legal acts. As observed, there is still a lack of precise analyses of the 

costs and benefits of legal approximation to EU directives/regulations. The regulatory 

impact assessment (RIA) instrument can also be used more broadly for draft legislation. 

In this regard, it is essential to strengthen the capacity of the relevant unit(s) in charge 

of RIA to ensure broader coverage as well as high-quality RIA. 

                                           
1 European Commission, Report on Implementation of Free Trade Agreements, COM(2017) 654. 
2 Terms of Reference, Request for Services TRADE 2020/E1/E01; Multiple Framework Contract TRADE/2017/A5/01. 
3 See the full list of recommendations in Chapter 14.  
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In order to remain relevant, the EU-Georgia DCFTA should address the new priority areas and 

trade needs of both parties. From the EU’s perspective, this concerns placing more emphasis on 

services and digital trade, the green transition and due diligence in trading with Georgia. From 

Georgia’s perspective, this refers to improving access to the EU market by removing the 

remaining trade barriers between the parties, in particular trade in services. Adopting the new 

EU legislation and policies on digitalisation, green transformation and sustainability could make 

the implementation of the DCFTA more relevant to the parties. The annexes that are no longer 

relevant to fast-evolving EU legislation in these areas should be updated. Taking these steps 

should keep the EU-Georgia DCFTA relevant to and coherent with the economic needs and trade 

and neighbourhood policies of the EU and Georgia. 

 

Findings of the evaluation 

1 Economic effects 

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. One would thus 

expect the DCFTA to only have a limited impact on Georgia’s exports to the EU. Georgia has 

traditionally had very low overall trade barriers. This implies that the liberalisation of trade 

barriers on the Georgian side should also not be expected to have a significant impact on 

Georgia’s imports from the EU. 

This explains why the quantitative model-based study, which models mainly the impact of tariff 

reductions, finds the DCFTA to only have a limited impact (negligible impact on gross domestic 

product (GDP) and a 1% increase in exports to the EU). However, the stakeholder consultations 

indicate that the overall impact of the DCFTA has been positive. 

1.1. Trade flows between the EU and Georgia have remained largely unchanged since the 

provisional entry into force of the DCFTA. Different sources give quite different pictures 

of the dynamics of exports from Georgia to the EU, but the most reliable data point 

towards stagnation. Trade in services has expanded more steadily, but here as well it is 

difficult to detect the impact of the DCFTA. Foreign direct investment (FDI) flows have 

remained dynamic, and accumulated stocks are very large (around 110% of Georgian 

GDP), but these seem to be more influenced by the construction of pipelines and ‘tax-

saving’ schemes than by the potential transfer of industrial know-how.  

1.2. The tariff reduction aspect of the DCFTA should primarily facilitate trade in 

manufactured goods. However, Georgia mainly exports non-manufactured goods to the 

EU such as raw materials. The overall structure of exports from Georgia has not changed 

much because the positive effects of the DCFTA have been eclipsed by a boom in 

commodity (copper ore) exports. 

1.3. Implementation of the DCFTA has not led to a diversion of trade between Georgia and 

its non-EU trade partners. In fact, the shares of Georgia’s main non-EU trade partners, 

such as Azerbaijan, Russia and China, increased significantly in Georgia’s exports and 

imports between 2014 and 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, despite positive 

developments in trade volume, given Georgia’s small economic size, trade with Georgia 

remains rather marginal in terms of the EU’s total trade. 

1.4. The rate of use of preferences by Georgian and EU exporters has been below the 

average rate observed in the region. Preferences have been used most extensively by 

both sides in agricultural categories.  

1.5. In the service sectors, both EU exports to and imports from Georgia have expanded in 

travel, transport and ICT services. Growth has been substantial for Georgian exports in 

these sectors, which more than doubled in size between 2014 and 2019. Yet, 

implementation of the DCFTA has not led to any major shifts in either the structure or 

the concentration of trade in the service sectors.  

1.6. It is difficult to detect any impact from the DCFTA on reducing regional inequalities in 

Georgia. Between 2014 and 2019, a rise in employment was mainly attributed to the 

rapid growth of the labour-intensive sectors related to its booming tourism, (hotels and 

restaurants, leisure and construction), including from the EU countries. Real growth was 
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more volatile and lower than the growth in nominal terms, but still the average inflation-

adjusted remuneration increased in all regions of Georgia. Regional inequality remains 

a concern, as the country’s economic activities are still largely concentrated in Tbilisi, as 

was the case before the signing of the DCFTA. 

1.7. Georgia is a financially active country, and net payments on its large stock of inward FDI 

(about 110% of GDP) are sizeable, amounting to 6.4% of GDP. Georgia’s share in the 

EU’s total FDI (extra-EU28) is unsurprisingly negligible at 0.1%, but the EU is the largest 

investor in Georgia, accounting for around 58% of inward FDI stocks in the country. FDI 

from the EU284 is mainly concentrated in five countries: the United Kingdom (UK), the 

Netherlands, Cyprus, Luxembourg and Malta, which are known as the preferred countries 

for low tax corporate structures. 

1.8. 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. Since the application of the DCFTA, the flow of EU FDI into Georgia has 

increased considerably – but so has that from third countries. The largest increase has 

been in the financial sector, constituting close to 40% of total EU FDI inflows into Georgia 

by 2019. Overall, the impact of the DCFTA on EU FDI in Georgia has been rather limited. 

With the full implementation of the Agreement, however, more positive effects are likely 

to follow in the long run. 

1.9. 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 budgetary indicators. The most noticeable impact was a decline in 

fiscal tax receipts, while real GDP growth was mainly driven by domestic demand.  

1.10. The results of the stakeholder consultations are very positive regarding the DCFTA’s 

impact on trade between Georgia and the EU. Economic and other benefits as a 

consequence of legislative approximation with the EU acquis are clearly perceived.  

 

2. Legislative approximation and institutional structures in place 

2.1. In the field of sanitary and phytosanitary (SPS) measures, the main horizontal EU 

legislation has already been approximated, but further efforts are needed in the 

approximation of the so-called vertical regulations, i.e. those for particular sectors 

and/or products. Implementation of key EU acts is the most challenging aspect for 

Georgia. This is because of high compliance costs for the business sector, especially for 

SMEs. For smooth implementation of the EU regulation on the provision of food 

information to consumers, the draft law was discussed broadly with stakeholders before 

its adoption. The government considered the business sector’s concerns and set 

transitional periods for application. Implementation of the DCFTA in the area of food 

safety positively influences the competitiveness of food and agricultural production. 

2.2. In the area of technical barriers to trade (TBT), the approximation process is 

following the timetable set out in the DCFTA, even if the technical regulation on the 

marketing of construction products was adopted well before the deadline. The main 

reason for its early adoption was to ensure the safety of construction materials, given 

that this sector is among the fastest developing sectors in Georgia’s economy. Despite 

the early start and consultations with the business sector, implementation of this 

regulation is proving to be challenging because of the difficulties in market surveillance 

of the broad volume of products and the lack of laboratory capacity for testing. 

Implementation of the DCFTA requirements in the TBT area has a positive influence on 

consumers in terms of increasing safety requirements on industrial products/goods 

placed on the market. 

2.3. Although Georgia had made substantial reforms in public procurement by introducing 

e-procurement before the DCFTA, a new wave of reforms started within the framework 

of the DCFTA, during which the gradual approximation to EU norms in public 

procurement further improved the already reformed system. Georgia completed phase 

1 by establishing an independent Dispute Resolution Council (DRC). Open procedures in 

public procurement were introduced in accordance with the basic requirements of 

Directive 2004/18/EC, which is implemented through several tools. Overall, the share of 

                                           
4 In line with the ToR, the ex-post evaluation focuses on the five year impact of the DCFTA, from 2014 till 2019, during 
which UK was still a member of the EU.  
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the value and number of contracts concluded on the basis of open procedures increased 

from 68% in 2014 to 82% in 2019.  

2.4. Georgia has further approximated its customs policy and administration to the EU 

acquis. The DCFTA became a driver for further reforms in Georgia, which already had a 

solid base as a result of substantial changes made before 2014. In 2019, Georgia 

adopted a new Customs Code in line with Directive (EU) No 952/2013. The new Customs 

Code incorporates the requirements of Council Regulation (EC) No 1186/2009 on relief 

from customs duty. In 2017, Georgia adopted the Law on Border Measures Related to 

Intellectual Property Rights for the implementation of Regulation (EU) No 608/2013. 

According to the Trade Facilitation Indicators (2019) published by the Organisation for 

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

to the best performance in – Europe and the 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. The new Customs Code, introduced within the framework of 

approximation with the DCFTA requirements, is in compliance with the Union Customs 

Code, except some areas, e.g., related to transit procedures, which will be approximated 

after Georgia accedes the Common Transit Convention (target is 2024). Work is 

underway on implementing the Code, including on establishing an Authorised Economic 

Operator (AEO) national programme. 
2.5. With regard to services, the approximation of the national legal base with EU legislation 

in the maritime transport sector is crucial for the further development of a maritime 

transport system, its integration into the international transport system and the effective 

use of Georgia’s transport and logistics potential. Full implementation of the EU acquis 

in the maritime transport sector is important for Georgia, since it would further increase 

the security and safety of port infrastructure and thus support integration into the 

international transport system. 

2.6. As a result of the approximation of Georgia’s legislation in 2017 with Regulation (EU) No 

608/2013 concerning customs enforcement of intellectual property rights, Georgia 

has strengthened its protection of intellectual property rights (IPR) at the border. More 

specifically, Georgia’s Revenue Service (RS) was granted the right to implement actions 

ex officio at the border and detain suspected IPR-infringing objects, even if they are not 

registered in the official customs registry. As revealed from stakeholder interviews, one 

of the positive influences of the DCFTA has been the strengthening of IPR protection in 
Georgia and the increase in compliance of IP enforcement measures with international 

and EU best practices. In addition to the outstanding obligations of legislative 

approximation (e.g. the trademark law), it is yet to be seen whether the DCFTA has 

helped to facilitate and commercialise innovation and creative products between the 

parties. It is also unclear whether the participation of SMEs in innovation has increased 

as a result of the Agreement. 

2.7. As part of its commitments under the AA, Georgia has pledged to establish itself as a 

regional transit hub for energy goods, including electricity, crude oil and natural gas, 

based on the principle of free movement of goods with zero tariff, and to increase market 

integration. This, in essence, extends the EU energy single market to third countries on 

the premise of the Energy Community Treaty (ECT). Based on the ECT, Georgia (as a 

participant since 2017) is obliged to implement the EU’s energy acquis in accordance 

with 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, with an increase of 12% compared with 2019. According 

to the latest Implementation Report, Georgia attained an overall score of 45% in 2021. 

2.8. The DCFTA seems to have strengthened market competition. In part this is due to the 

approximation of Georgian legislation to key EU legal acts and the creation, in 2014, of 

the Georgian National Competition Agency, which independently monitors compliance 

and ensures enforcement. 

2.9. According to the Organic Law on Normative Acts, the initiator of a legal act is obliged to 

include in an explanatory note, among others, the relation of the draft legal act to EU 

legislation and/or the obligation of approximation derived from the AA. In the latter case, 

the legal act should be accompanied by a table of concordance containing detailed 
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information about the compliance of the draft law with the respective EU act. According 

to established practice, and as envisaged by the Transparency Chapter of the DCFTA, 

draft legislative acts undergo public discussion and consultations with the business 

sector, consumers and other stakeholders. In most cases, the opinions of stakeholders 

are considered, in particular in terms of the timeline of entry into force and application 

of new legislation, as well as in view of particular provisions related to additional cost 

and/or regulatory burden. In practice, besides the revision of the existing legal base and 

changes in the legislation, Georgia has adopted completely new laws and regulations. 

Similarly, existing institutions have undergone significant changes with the aim of 

aligning their practices with those of the EU and effectively implementing new functions 

assigned by the DCFTA. Where needed, new institutions have been established, e.g. in 

the area of market surveillance. Along with the challenges associated with legislative and 

institutional developments (mainly financial and human resources), implementation of 

EU legislation has proved a difficult process in terms of both private sector readiness to 

comply with new regulations and public sector preparedness to enforce regulations. 

2.10. The costs and benefits of regulatory approximation differ in different sectors. 

Short-term compliance costs are high, but additional benefits are expected to materialise 

in the medium to long term. Increased product safety, competitiveness and enhanced 

cooperation between the public and private sector as well as non-governmental 

organisations (NGOs) are among the main benefits of regulatory approximation. This 

also contributes to an overall increase in investment attractiveness. In addition, 

implementation of the DCFTA has led to the development of a market surveillance 

system with the necessary institutional and operational elements. 

2.11. Georgia has advanced in the development of institutions and institutional 

capacity in the areas covered by the Agreement. All core institutions in charge of DCFTA 

implementation are in place and operational. The government provides financing to these 

institutions for the fulfilment of their functions, including AA reforms and the upgrading 

of infrastructure. The financial sustainability of the agencies involved in the DCFTA’s 

implementation has increased. Besides budget funding, some of the institutions receive 

income from the services they provide. However, the transparency and effectiveness of 

the institutions need to be improved.  

 

3. SMEs and consumers 

3.1. SMEs are the backbone of the Georgian economy, representing 99.7% of all active 

enterprises in the country. The share of SMEs trading with the EU is roughly around 

60%, while SMEs' 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 

five times larger than the share of small enterprises (58% and 12%, respectively). Since 

the implementation of the DCFTA, growth is also mainly registered in imports and 

exports of medium sized enterprises.  

3.2. 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 specialise 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. 

3.3. In the textile sector, the only operational enterprises are SMEs. Production mainly 

comes from medium companies: in 2019, just three medium companies produced twice 

as much as the remaining 141 small companies operating in this sector. Exports of 

textiles register high growth rates but remain limited in nominal terms. Trade in textiles 

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, 

but in 2018 and 2019 export to the EU increased. The main trade partners of Georgia in 

terms of export of textile are the Commonwealth of Independent States (CIS) countries 

and Turkey. 

3.4. Both Georgian imports from and exports to the EU in the ICT sector have demonstrated 

significant expansion since the DCFTA’s entry into force. This refers in particular to 

Georgia’s ICT exports to the EU, which skyrocketed from EUR 2.5 million in 2016 to 
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EUR 24 million in 2019 (more than ninefold increase). As a result, in 2019 Georgia’s 

trade balance with the EU in ICT turned positive, and the EU took around a 40% share 

in the total ICT exports of Georgia. As the ICT sector reflects developments in many 

areas, it is difficult to single out the direct effects of the DCFTA on trade in ICT services. 

Yet, the analysis shows that trade in ICT between Georgia and the EU has become quite 

important, and that the sector deserves more attention while implementing the DCFTA.  

3.5. The DCFTA opened up new markets for Georgian jams and canned vegetables to 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. 

3.6. In the non-agricultural sector, exports have increased in furniture. Export growth 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 EUR 25,830 (USD 21,000) to 

EUR 13 Million (USD 10.5 million).5  

3.7. The approximation of Georgian legislation with the EU acquis in the milk and dairy sector 

has not resulted in any noticeable price increase, and thus has not had any influence on 

consumer welfare. However, it can be assumed that, due to the framework of the DCFTA, 

in the long-run the legal approximation will lead to improvements in the safety and the 

quality of milk and dairy products placed on the Georgian market.  

 

4. Sustainable development 

4.1. Before signing the AA, Georgia (as a ‘middle-income’ country) opted for flexible approach 

when implementing environmental and social policies. Reforms in environmental and 

labour areas were often compromised for market liberalisation focused merely on 

maximising economic growth rates. Since the entry into force of the DCFTA, however, 

environmental policy has been more actively pursued and there has been progress in 

addressing social and labour issues. Georgia advanced in the implementation of the TSD 

Chapter provisions through the approximation of its legislation to the EU acquis in 

environmental and climate areas, and by further aligning national legislation to the 
requirements of the ratified International Labour Organization (ILO) conventions.  

4.2. Georgia has moved forward in the improvement of labour standards and working 

conditions, and has introduced changes to its labour legislation to implement the ILO 

conventions, including 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 in Georgian labour legislation to improve 

labour standards and ensure safety in the workplace, which is already visible in practice.  
4.3. It is difficult to identify the direct effects of the DCFTA on wages, sectoral employment 

and household income, as trends in these social indicators depend highly on economic 

development and overall GDP growth. The structure of household income remains 

unchanged, and negative net migration continues to have hampering effects on labour 

force indicators such as an economically active population, which decreased by 3% 

between 2014 and 2019. 

4.4. Economic growth has not been followed by a sharp decline in unemployment. Despite 

showing a downward trend, in 2019 the unemployment rate still remained high (17.6%). 

Issues related to income inequality and the gender gap still need to be addressed. 

Despite the reduction in poverty since 2009, 19.5% of Georgia’s population lived beneath 

the absolute poverty line in 2019. Moreover, absolute poverty in rural areas was higher 

than in urban areas, and a large portion of the population – about 42% – lived below 

the international poverty line, at just USD 5.5 a day. 

                                           
5 We rely on the bilateral exchange rates provided by the European Central Bank (ECB).  
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4.5. Around 40% of the population in Georgia are covered by at least one social protection 

benefit. There are still gaps in social protection, however, notably as regards universal 

child benefits, an expanded maternity benefit system (with coverage beyond formally 

employed persons) and unemployment insurance schemes. 

4.6. The liberalisation of the economy and improvement in the business environment, 

streamlining of public services and introduction of transparent procedures in public 

service delivery, together with the fight against corruption, have contributed to a 

reduction in the informal economy. As a result, the share of the informal economy 

decreased significantly from 30.3% in 2005 to 16.3% in 2014, and further to 13.6% in 

2019. However, informal employment still remains a challenge, especially in the 

agricultural sector. Georgia is continuing with reforms in all areas of the economy in the 

context of the DCFTA, through the gradual approximation of national legislation and 

practices to EU norms. The application of the AA/DCFTA supports Georgia in further 

increasing transparency in public services and improving the business climate. 

4.7. The sectors having high shares of female employment have only been marginally 

affected by the Agreement, and changes, even if positive, have been very limited and 

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 decline 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 an impact on women’s incomes driven by the DCFTA in Georgia. 

4.8. Despite an overall increase in CO2 emissions since the DCFTA was implemented, 

computable general equilibrium (CGE) modelling estimates a marginal positive impact 

from the DCFTA’s implementation leading to an estimated 0.02% decrease in CO2 

emissions in Georgia. According to many stakeholders interviewed for the purpose of 

this project, the DCFTA has had a positive impact on the environment in general. 

Although they cannot be directly linked to the DCFTA, improvements have been observed 

in different environmental areas since 2014, with a reduction in non-CO2 greenhouse 

gas (GHG) emissions, particulate matter (PM) levels and pesticide use, and 

improvements in water use efficiency, among others. However, other areas have seen a 

deterioration, such as the emission of certain air pollutants (most notably sulphur oxides 

(SOx)). Despite legislative improvements in recent years, challenges also remain in 

waste management.  
 

5. Human rights 

5.1. Georgia is a party to the core UN international human rights treaties. The country has 

ratified all eight fundamental ILO conventions and two out of four governance 

conventions. The internal legislative framework of the country regulates the functioning 

of the Ombudsperson’s office, a Human Rights Council and the national Anti-torture 

Mechanism. Strategic planning documents in the field of human rights are present, 

including action plans to implement the strategies. 

5.2. The level of effectiveness, affordability and impartiality of the civil and criminal justice 

remains insufficient. Indicators related to life expectancy, median age, and registered 

neonatal and maternity natal deaths point to improvements in the standard of public 

health. Expenditure for healthcare has also increased in the last seven years. The 

country, however, is confronted with a comparatively large informal economy and a 

significant gender pay gap. This requires an effective use of the resources obtained from 

trade to be invested into securing fundamental rights.  

5.3. The DCFTA’s impact on physical and mental health, SMEs and natural resources has been 

moderate. Enjoyment of the right to the highest level of physical and mental healthcare 

has primarily improved because of more funding being poured into Georgia’s healthcare 

system, indirectly obtained from revenues generated from trade with the EU. SMEs have 

a considerable share in trading with the EU, but the analysis shows that they may not 

yet be reaping the full benefits offered by the DCFTA. Natural resources are not managed 
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sufficiently well, with the main issues being increasing logging and increased use of water 

supplies for irrigation purposes. These two natural resources require additional attention 

to ensure their sustainable use in the medium and long term. 

 

6. Business environment and investment climate 

By the time the DCFTA entered into force, Georgia’s business environment was already 

competitive and the DCFTA served to stabilize the structures created and efforts made as a result 

of the systemic reforms undertaken by the country to tackle corruption, strengthen property 

rights and introduce significant tax and legislative incentives for foreign investors. Georgia’s 

track record in fighting corruption remains rather positive, though stagnating according to 

international surveys. 
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1 INTRODUCTION 

The Deep and Comprehensive Free Trade Area (DCFTA) between the European Union (EU) and 

its Member States and the Republic of Georgia is the economic and trade pillar of the EU-Georgia 

Association Agreement (AA). The general purpose of the AA is to deepen political association 

and economic integration between the EU and its associated partner. To achieve this objective, 

the DCFTA provides far-reaching and progressive regulatory approximation to EU legislation in 

trade-related areas, and foresees gradual reciprocal market opening. With these distinctive 

components, it goes beyond the ‘new generation’ free trade agreements (FTAs) and represents 

‘a unique type of trade agreement’.6  

To this end, the present study represents standard good practice, while providing the European 

Commission with an analytical document for its Staff Working Document (SWD).7 In particular, 

it supports the Commission’s own evaluation of the Agreement: the Directorate-General (DG) 

for Trade has awarded a contract for the ‘Ex-post evaluation of the implementation of the DCFTA 

between the EU and its Member States and Georgia’ to a consortium led by the Centre for 

European Policy Studies (CEPS). The evaluation has been carried out by a team involving experts 

from CEPS, Reformatics, the Institute for European Policies and Reforms (IPRE), and several 

independent senior experts, all of whom have a high level of expertise in EU trade policy and 

Georgia.  

This report provides the findings of the evaluation, including a quantitative and qualitative 

assessment and stakeholder consultations, as described in the evaluation inception report. In 

particular, Part A briefly summarises the evaluation context and Part B presents the findings, 

with dedicated chapters on the different dimensions of the evaluation, i.e. economic (Chapter 

5), legal (Chapter 6), SMEs and consumer (Chapter 7), social (Chapter 8), human rights (Chapter 

9), business competitiveness and investment climate (Chapter 10) institutional/procedural 

(Chapter 11) and a comparison of the ex-post evaluation findings with the ex-ante assessment 

(Chapter 12). Part C reports the conclusions and recommendations (Chapters 13 and 14).  

The annexes to this report, which include more detailed information on every task, summaries 

of the stakeholder consultations conducted so far and an inventory of the legislative 

approximation, are provided as separate documents.  

  

                                           
6 European Commission, Report on Implementation of Free Trade Agreements, COM(2017) 654.  
7 Terms of Reference, Request for Services TRADE 2020/E1/E01; Multiple Framework Contract TRADE/2017/A5/01.  
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PART A: CONTEXT  

2 EVALUATION CONTEXT, SCOPE AND OBJECTIVES 

The objective of this study is to evaluate the economic, social and sustainability effects of the 

EU-Georgia DCFTA and to determine its relevance to the current trade and economic needs and 

challenges of the EU and Georgia. The study also aims to assess the extent to which the DCFTA 

has contributed efficiently and effectively to reaching the objectives set out in the AA, as well as 

the objectives of the EU’s trade and neighbourhood policies.  

The scope of the evaluation can be presented as follows: in terms of the period covered, it 

covers the period from the date of the provisional application of the DCFTA, 1 September 2014 

to the end of 2019. To better show the dynamics of economic and trade performances, where 

appropriate, the study considers a pre-DCFTA period by going back five years prior to 2014 (i.e. 

starting in 2009). To better assess the progress of legislative approximation, the study also 

covers the period up to 2021 to incorporate the latest progress in this direction. It is also 

noteworthy that the study was commissioned and carried out prior to Georgia’s application for 

EU membership. 

Geographically, the study covers the EU and Georgia, without considering Georgia’s breakaway 

regions of Abkhazia and South Ossetia, as the DCFTA does not currently apply to these regions. 

The tasks concerning the DCFTA’s effects on trade liberalisation also cover the United Kingdom 

(UK) to draw some preliminary conclusions for the post-Brexit period. The analysis also includes 

the EU’s other free trade partners in the European Neighbourhood including members of the 

European Free Trade Association (EFTA) and Central European Free Trade Agreement (CEFTA), 

other DCFTA countries Moldova and Ukraine, and Turkey. To assess the DCFTA’s effects on the 

other main trade partners of Georgia, the evaluation also covers the members of the Eurasian 

Economic Union (EAEU), the Commonwealth of Independent States (CIS FTA) and China. In 

terms of the types of effects of the DCFTA, the evaluation covers the economic effects of trade 

liberalisation and regulatory approximation, as well as the DCFTA’s effects on sustainable 

development including economic, social, human rights and environmental dimensions. The study 

also looks at the underlying factors influencing performance, possible unintended consequences, 

and the costs and benefits incurred in the implementation of the DCFTA. 

Given the time period of the evaluation, both qualitative and quantitative assessments consider 

the data and observations for the first five years of the DCFTA’s implementation, prior to the 

outbreak of the COVID-19 pandemic. The stakeholder consultations (conducted mainly virtually 

due to COVID restrictions) cover seven different types of stakeholders: public sector, private 

sector, international organisations, civil society, think tanks, research centres and academics.  

3 DESCRIPTION OF THE EU-GEORGIA DCFTA 

In this chapter, we provide a brief overview of the Agreement. For a more detailed description, 

see Annex A.  

3.1 Context of the EU-Georgia DCFTA negotiations 

Before the conclusion of the AA/DCFTA, EU-Georgia political and economic relations were 

regulated by a Partnership and Cooperation Agreement (PCA), which was signed in 1996 and 

entered into force in 1999. As for the trade regime between the EU and Georgia, prior to the 

entry into force of the DCFTA, Georgia was a beneficiary of the EU’s Generalised Scheme of 

Preferences (GSP) from 1995 and was granted the extended preferential scheme, GSP+ in 2005. 

The latter allowed Georgia to potentially export around 7,200 products to the EU free of customs 

duty.8 

Discussions about a possible FTA between Georgia and the EU started in 2005, in the context of 

negotiations on the European Neighbourhood Action Plan. Soon after the launch of the Eastern 

Partnership (EaP), the EU presented an extensive list of necessary reforms to Georgia, which 

                                           
8 For more information about this and other trade regimes of Georgia, see Trade Policy Reviews at: www.wto.org/ 
english/tratop_e/tpr_e/tp428_e.htm 
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were to be conducted in order to launch DCFTA negotiations. The justification for DCFTA-related 

preconditions included reforms such as legislative amendments and elaboration of government 

strategies, as well as action plans.9 Georgia embarked on the implementation of the required 

reforms, as the DCFTA had a high priority in its policy agenda with the EU. 

The negotiations officially began in Brussels at the end of 2011, and effectively started from 

early 2012. Negotiations were in line with Georgia’s liberal trade policy (starting from 2007, 

Georgia unilaterally abolished customs tariffs on more than 80% of goods) and, as projected, 

were conducted in a very speedy and efficient manner on both sides and were finalised in about 

a year.  

3.2 The DCFTA and its institutional structure  

The EU-Georgia DCFTA is provided under Title IV of the EU-Georgia AA. With detailed texts and 

extensive annexes, it presents the vital part of the Agreement. The DCFTA was provisionally 

applied from September 2014 and has been fully in force since July 2016.  

The DCFTA has 15 chapters, covering market access for goods (Chapter 1), trade remedies 

(Chapter 2), technical standards for industrial goods (TBT, Chapter 3), sanitary and 

phytosanitary measures (SPS, Chapter 4), customs (Chapter 5), services (Chapter 6), current 

payments and capital movements (Chapter 7), public procurement (Chapter 8), intellectual 

property rights (IPR, Chapter 9), competition (Chapter 10), trade-related energy (Chapter 11, 

which includes references to the Energy Community Treaty (ECT), to which Georgia became a 

full party in 2017), transparency (Chapter 12), trade and sustainable development (TSD, Chapter 

13), dispute settlement (Chapter 14) and general provisions on approximation under Title IV 

(Chapter 15).  

The Agreement establishes a comprehensive institutional framework that plays a crucial role in 

the monitoring and implementation process. The key institution is the Association Council, 

which is co-chaired by the representatives of the EU and Georgia. The EU is represented at the 

level of the High Representative/Vice President (HRVP), assisted by the Commissioner for the 

Neighbourhood in the presence of EU Member State representatives on the one side, and at the 

level of Prime Minister, assisted by members of the partner country’s government on the other. 

The Association Council meets once a year at ministerial level and is the core institution to 

monitor the application and implementation of the Agreement. In addition, it examines all other 

major issues in the relationship between the signatories. The EU-Georgia Association Council has 

already met six times since the Agreement’s entry into force. The Association Council can take 

‘binding’ decisions, where provided for by the Agreement. It can also adopt non-binding 

recommendations. Both decisions and recommendations are taken by consensus between the 

parties. 

The Association Council is assisted by an annual Association Committee, which is co-chaired 

by a senior official of the European External Action Service and the Georgian Deputy Minister of 

Foreign Affairs, and is assisted by specific subcommittees. The Association Council adopted rules 

of procedure for itself, the Association Committee and its subcommittees,10 and established 

subcommittees on Freedom, Security and Justice and on Economic and Sector Cooperation.11 

The Agreement established an Association Committee in Trade Configuration (ACTC) to 

address all issues related to the DCFTA,12 complemented by four subcommittees on sanitary 

and phytosanitary (SPS), geographical indications (GIs), customs, and trade and sustainable 

development (TSD). 

The Agreement also established a Parliamentary Association Committee and a Civil Society 

Platform, which allows civil society organisations (CSOs) from both sides to monitor the 

implementation process and make recommendations to the relevant authorities in Georgia, as well 

as the EU. 

The AA does not provide for a regular and formal high-level regional platform between the EU 

and the three associated countries (Ukraine, Moldova and Georgia). Official multilateral meetings 

                                           
9 For a more detailed description, see the Inception Report: www.dcfta-evaluation.eu/study-outputs/  
10 See Decision 1/2014 of the Association Council adopting its Rules of Procedure and those of the Association Committee. 
11 See Decision 2/2014 of the Association Council on the establishment of two subcommittees. 
12 See Article 408(4) of the EU-Georgia AA. 

http://www.dcfta-evaluation.eu/study-outputs/
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do exist in the context of the EaP, but they include all six partner countries (with the exception 

of Belarus, notably since its withdrawal). In the area of trade, so far two ‘informal DCFTA 

ministerial meetings’ have taken place between the EU (represented by the EU Trade 

Commissioner) and the ministers of economy and/or trade from the three DCFTA countries, most 

recently on 21 May 2019 in Kyiv, while the third meeting planned for 2020 in Tbilisi was 

postponed because of the Covid-19 pandemic.13 These meetings focus on progress and 

challenges in the implementation of the DCFTAs and the sharing of success stories. 

3.3 Operational context of the DCFTA  

EU trade context 

The EU’s DCFTA with Georgia forms part of the EU’s new generation agreements with the EaP 

countries. These mainly includes the AAs (including DCFTAs) that the EU signed with Moldova 

and Ukraine in 2014 (the latter entered into force in 2016). The EU also has a Comprehensive 

and Enhanced Partnership Agreement (CEPA)14 with Armenia, which is a member of the Eurasian 

Economic Union (EAEU). The EU has had a Partnership and Cooperation Agreement (PCA) with 

Azerbaijan since 1999. Negotiations on a new comprehensive agreement were launched in 2017 

and are still ongoing. The EU has mostly engaged with Belarus within the multilateral EaP 

partnership. Following the EU sanctions over human rights violations in the aftermath of the 

presidential elections in August 2020, however, in June 2021 Belarus announced its withdrawal 

from the EaP. 

As a continuation of its EaP policy launched in 2009, in March 2020 the EU announced new 

priorities for the EaP policy post-2020.15 The new long-term objectives are built around resilient, 

sustainable and integrated economies, accountable institutions, the rule of law and security, 

environmental and climate resilience, digital transformation and fair and inclusive societies. The 

communication underlines the importance of the full implementation of the DCFTAs.16 The new 

policy was endorsed by the EaP Summit Declaration in December 2021.  

Most recently, in February 2021 the EU launched its new trade strategy focusing on enhanced 

strategic autonomy, green and digital transformations, strengthening multilateralism and 

reforming global rules with more fairness and sustainability. The new strategy underlines that 

trade will be of key importance for the EU’s green recovery from the COVID-19 pandemic and 

related economic downturn. The strategy also highlights the importance of the increased 

economic integration of the EaP countries, particularly of the three DCFTA States. The document 

underlines that the EU will continue its support to the DCFTA States in their regulatory alignment 

with EU standards.17  

Georgia trade context 

Trade dynamics with the EU before and after the conclusion of the DCFTA coincided with the 

change of government and thus a change of overall economic and reform policies. 

Notwithstanding the growing political tensions, implementation of the DCFTA has been 

proceeding according to the schedule envisaged by the Agreement,18 and its implementation 

has, among other things, brought significant changes of policy in various areas.  

The conclusion of the DCFTA had a substantial, positive impact on the broader trade liberalisation 

of Georgia. More specifically, the DCFTA triggered the initiation and conclusion of a number of 

other FTAs with Georgia’s key partners, which are likely to bring very positive trade- and growth-

related changes in the medium term. Specifically, after the conclusion of the DCFTA, FTAs were 

concluded with EFTA in 2016 (entered into force in 2017), China in 2017 (entered into force in 

2018) and Hong Kong, China in 2018 (entered into force in 2019). An exploratory process is 

                                           
13 For the joint statement of the 2019 meeting, see https://trade.ec.europa.eu/doclib/docs/2019/may/tradoc 
_157890.pdf 
14 The CEPA was signed in 2017, was in provisional application from 1 June 2018 and entered into force on 1 March 
2021, https://ec.europa.eu/neighbourhood-enlargement/european-neighbourhood-policy/countries-region/armenia_en  
15 Reinforcing Resilience – an Eastern Partnership that delivers for all, JOIN (2020) 7 final. 
16 https://eeas.europa.eu/sites/default/files/1_en_act_part1_v6.pdf  
17 https://trade.ec.europa.eu/doclib/docs/2021/february/tradoc_159438.pdf  
18 Emerson, M. and Kovziridze, T., ‘Deepening EU-Georgia Relations – What, why and how’, second edition 2018, third 
edition forthcoming in 2021, p 3. https://3dcftas.eu/publications/deepeningeu-ge-relations-what-why-and-how-2 

https://trade.ec.europa.eu/doclib/docs/2019/may/tradoc_157890.pdf
https://trade.ec.europa.eu/doclib/docs/2019/may/tradoc_157890.pdf
https://ec.europa.eu/neighbourhood-enlargement/european-neighbourhood-policy/countries-region/armenia_en
https://eeas.europa.eu/sites/default/files/1_en_act_part1_v6.pdf
https://trade.ec.europa.eu/doclib/docs/2021/february/tradoc_159438.pdf
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ongoing with other large and/or important markets such as India and Israel, with feasibility 

studies being conducted. This new trend is fully in line with Georgia’s trade policy priorities aimed 

at further trade liberalisation and diversification of export and investment opportunities. The 

reason for the increased interest in the Georgian market among countries such as China and 

India is that through Georgia’s FTA with the EU, the country offers increased opportunities of 

situating production in this market and benefiting from a comparatively attractive business 

environment, and then exporting to the EU duty free. This is definitely a very positive – and 

probably so far the most beneficial – by-product of the DCFTA.  

In addition, in October 2019 Georgia signed a Strategic Partnership and Cooperation Agreement 

with the UK, which ensures free trade between the two countries. Georgia was the first country 

in the EaP region to sign an agreement with the UK that replaced the AA after Brexit.  

4 EVALUATION METHODOLOGY 

The ex-post evaluation aims to provide answers to the key evaluation questions, which focus on 

the DCFTA’s effectiveness, impact, efficiency, coherence and relevance, as listed in the Terms 

of Reference (ToR) (see Box 1 below).  

Box 1. Key evaluation questions 

 

 

The evaluation framework and intervention hypotheses are based on these key evaluation 

questions (see Annex B). The methodology of the study covers both a quantitative and 

qualitative assessment, to examine the DCFTA’s effects in several dimensions, including its 

economic, legal and institutional, social, environmental and human rights impact. The 

methodology also includes the examination of the computable general equilibrium (CGE) 

modelling simulations run by DG Trade, and consultations with seven groups of stakeholders in 

the EU as well as in Georgia. The methodology of the study has been explained in detail in the 

evaluation inception report. The remainder of this report is devoted to presenting the findings 

and conclusions drawn by the evaluation team. 

DCFTA’s effectiveness  
 EQ 1: To what extent have the DCFTA’s objectives been achieved? 
 EQ 2: Which factors are influencing (either positively or negatively) the achievements of these 

objectives? 
 EQ 3: What have been the Agreement’s unintended consequences so far? 

 
DCFTA’s impact  

 EQ 4: What have been the economic, social, human rights and gender equality, and 
environmental impacts of implementation of the DCFTA? 

 EQ 5: How did implementation of the DCFTA affect SMEs, consumers and specific economic 
sectors as mentioned in the ‘Trade for All’ Communication? 
 

DCFTA’s efficiency  

 EQ 6: To what extent has the DCFTA been efficient in achieving its objectives?  
 EQ 7: To what extent are the costs associated with the DCFTA proportional to the benefits 

they have generated? 
 EQ 8: Have these costs and benefits been proportional among the different stakeholder 

groups and interests? 

 EQ 9: Have there been unnecessary regulatory costs (including administrative burden)? 
 

DCFTA’s coherence 
 EQ 10: To what extent has the implementation of the DCFTA been coherent with the EU’s 

trade and neighbourhood policies? 
 EQ 11: 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 (SDGs)? 
 

DCFTA’s relevance 
 EQ 12: Are the provisions of the DCFTA still relevant to address the current trade needs and 

issues of the EU and Georgia? 
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PART B: FINDINGS OF THE EVALUATION  

5 ANALYSIS OF THE ECONOMIC EFFECTS (TASK 11)  

The results of the analysis on the economic effects of the DCFTA should be viewed in light 

of Georgia being a small an open economy. Out of its total current account credits, which 

are equivalent to over 66% of GDP, goods constitute only about 40%. Moreover, half of 

exports come from services, about one third of goods exports are re-exports with very 

little domestic value added (cars and medicine, (Akhvlediani, 2019)), and the remainder 

is dominated by raw materials such as copper, copper ores and other minerals. Exports of 

manufacturing products (those for which the DCFTA abolishes all tariffs) account for only 

about one third of all goods exports. This implies that exports of manufacturing goods 

amount to only about 10% of GDP, a small fraction for such a small economy. Given the 

structure of Georgian economy, the DCFTA, which mainly facilitated trade in goods and, 

in particular, manufactured goods, was not expected to bring significant effects on 

Georgia’s trade dynamics with the EU.  

Another reason why goods exports play a limited role in Georgia’s economy is that 

remittances provide an important source of foreign exchange, worth more than 10% of 

Georgian GDP (10% according to the Georgian sources and 12.3% according to World 

Bank statistics (see Section 5.5)). Remittances are not formally affected by the DCFTA, 

but they form another important part of the bilateral economic relations. Data from money 

transfers suggest that personal remittances from the EU amount to about EUR 400-500 

million per annum (close to the value of Georgia’s goods exports to the EU). 

These two peculiarities of the Georgian economy form a useful background for explaining 

the effects of the ‘Dutch disease’ of commodity exports and remittances. Such sources of 

foreign currency earnings tend to keep the exchange rate too high to foster the 

development of a strong diversified domestic manufacturing sector. Moreover, as is known 

from the so-called natural resource curse, given an important natural resources base, 

governments are often tasked with a host of decisions (such as granting licences and 

deciding on royalties), that may lead to a deterioration in domestic governance and further 

limits the effects of international trade agreements..  

5.1 Performance of trade in goods (Task 11.1) 

This section describes trade in goods between the EU and Georgia from 2009 to 2019 (as 

2009 refers to the consequences of the financial crisis, for overall trade dynamics we also 

consider the data starting from 2008). It is based on data from two sources: the Comext 

database of the Statistical Office of the European Union (Eurostat), and the National 

Statistics Office of Georgia (Geostat). For the years before 2014, there are very large 

discrepancies between the EU Comext database and locally obtained data (i.e. EU imports 

from Georgia – for more details please refer to Annex C). For example, for the year 2008 

the figures for exports from Georgia to the EU are about three times larger in Comext than 

in Geostat (EUR 735 million from Comext versus EUR 228 million from Geostat). This 

discrepancy diminishes over time. For 2019, the two sources report very similar numbers. 

However, the different starting point leads to very different conclusions regarding the 

growth of Georgian exports to the EU: very high according to Geostat, but very low 

according to Comext. In general, we would prefer to prioritise the exporter’s view. But in 

this case the Comext data seem more reliable.19 Moreover, the EU Comext database allows 

the comparison of trade flows at a more disaggregated level. We thus use it for this more 

disaggregated analysis.  

                                           
19 Importer notifications are more reliable than exporter notifications as the former are based on customs 

documents and the latter are usually estimates based on extrapolated reports by individual exporters. See also 
the statistics provided by the EU Commission: https://webgate.ec.europa.eu/isdb_results/factsheets/ 
country/details_georgia_en.pdf 

https://webgate.ec.europa.eu/isdb_results/factsheets/country/details_georgia_en.pdf
https://webgate.ec.europa.eu/isdb_results/factsheets/country/details_georgia_en.pdf


 

7 

To identify the effects of the Agreement on trade performance, this section also looks at 

the results of the simulations performed using a CGE model from the Global Trade Analysis 

Project (GTAP) 10 database. The analysis is complemented by additional sources of data, 

such as the World Bank, the World Economic Forum (WEF) and information provided by 

local stakeholders. The two methods are complementary in the sense that the CGE model 

isolates the impacts of the DCFTA, but suffers from simplified assumptions. While the 

statistical analysis and qualitative assessment derived from the stakeholder consultations 

capture a wider scope of the DCFTA’s effects, they cannot track causal relationships 

between different indicators. 

5.1.1 Description of trade flows 

Table 1 shows the evolution of bilateral trade between the EU and Georgia between 2008 

and 2019. Over this period, EU imports from Georgia remained rather stable, increasing 

by only 3% from 2014 to 2019. EU exports to Georgia saw more expansion and nearly 

doubled from EUR 1.2 billion in 2008 to EUR 2.1 billion in 2019. 

Trade with Georgia remains rather marginal for the EU, as can be expected given the 

difference in size between the partners. In 2019, the trade flows with Georgia translated 

into 0.036% of total EU imports and 0.1% of total EU exports. From Georgia’s perspective, 

the EU is the country’s largest trade partner.  

According to Geostat data, the EU’s share in Georgia’s total trade did not see much change 

between 2008 and 2019. In the years following the entry into force of the Agreement, the 

EU share in Georgia’s exports started to increase (from 20% to 29%) but returned to the 

initial level by 2019 (21%). In the same period, the EU share in Georgia’s imports 

fluctuated around 28% and went down to 25% by 2019. These observations are subject 

to the caveat about the reliability of Geostat data mentioned above.  

Table 1. EU bilateral trade with Georgia, 2009-2019 

EU28 imports from Georgia EU28 exports to Georgia 

  EUR 
million 

(Comext) 

% of 
extra EU 
imports 

(Comext) 

% of 
Georgia’s 

total 
exports 

(Geostat) 

Growth 
(Comext) 

EUR 
million 

(Comext) 

% of extra 
EU exports 

(Comext) 

% of 
Georgia’s 

total 
imports 

(Geostat) 

Growth 
(Comext) 

2008 735 0.036% 22.4% -9% 1,255 0.10% 27.9% 62% 

2009 516 0.030% 21.0% 935 0.08% 29.7% 

2010 567 0.036% 18.4% 1,213 0.09% 28.0% 

2011 614 0.050% 19.4% 1,603 0.10% 29.0% 

2012 583 0.038% 14.9% 2,068 0.12% 30.1% 

2013 667 0.039% 20.9% 2,028 0.12% 28.2% 

2014 659 0.037% 21.8% 3% 1,909 0.11% 27.6% 10% 

2015 735 0.044% 29.3% 1,846 0.10% 28.5% 

2016 521 0.031% 26.7% 1,968 0.11% 30.3% 

2017 663 0.038% 23.9% 2,018 0.11% 27.6% 

2018 647 0.038% 21.6% 2,114 0.11% 27.3% 

2019 677 0.036% 21.6% 2,099 0.10% 25.3% 

Source: authors’ calculations based on EU Comext database and Geostat data.  

Overall, this data does not suggest that the DCFTA had a major impact on trade in goods. 

Looking at the shorter-term dynamics of overall trade flows leads to a slightly different 

impression. In effect, by focusing on monthly trade data and comparing short-term growth 

(month over month) with long-term growth (comparing one month to the same month the 

previous year), one can identify the months where short-term growth outstripped long-

term growth (i.e. when trade gained momentum) and those where long-term growth was 

greater than short-term growth (i.e. when trade flows lost momentum). Monthly data (see 

Annex C) show that most of the months exhibiting momentum gain (69%) did so after 

2014, which suggests that the DCFTA did in fact introduce dynamism to Georgia’s exports 
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to the EU. The same is observed in EU exports to Georgia: 82% of the momentum gain 

was observed in the months after 2014.  

5.1.2 Structural changes in trade flows 

Two additional indices were constructed to examine the impact of the DCFTA on trade 

flows between the EU and Georgia. The first one – called the Structural Change Index 

(SCI) – was calculated using HS-4 level data and, for every month, is defined as the 

correlation index between the trade merchandise distribution at a base date (July 2014) 

and the trade merchandise distribution in that particular month.20 The second set of indices 

using HS-4 data is the Hirschman-Herfindahl Index (HHI), calculated for both EU exports 

to and imports from Georgia. The index, which varies between 0 and 1 and measures the 

degree of concentration in any distribution, was calculated for every month starting in July 

2014.21 The idea in this case was to investigate whether any increases/decreases in the 

concentration of merchandise trade occurred after the signing of the DCFTA.22  

The SCI for EU exports to Georgia averaged 0.90 during the period July 2014 to December 

2019, signalling little diversification in Georgia’s EU imports after the signing of the DCFTA. 

At the same time, EU imports from Georgia showed a fair degree of diversification, as the 

SCI declined sharply soon after the DCFTA was signed and averaged 0.65 in the following 

period (see Annex C). In this sense, it would seem that Georgia’s exports to the EU market 

diversified through the DCFTA, while EU imports remained basically aligned with their pre-

DCFTA patterns. It is worth noting that this is a statement about the direction of 

diversification, not its state. EU exports to Georgia continue to be more diversified than 

Georgia’s bilateral exports, as the HHI analysis below shows. 

Averaging around 0.05, the HHI for EU exports indicates a non-concentrated flow of goods. 

The HHI does not show any significant changes in concentration of EU exports after 2014. 

The HHI for EU imports, on the other hand, sees an upward trend leading to an increased 

(although still quite low) concentration, confirming findings from the SCI. 

As the DCFTA should primarily facilitate trade in manufactured products, we analyse below 

the evolution of the structure of Georgian exports to the EU separately for such products. 

According to the data, the product composition of non-manufactured products changed 

very little after 2014, but that of manufacturing did change significantly. For manufactured 

products, the correlation between the export structure of 2014 and that of 2019 is ‘only’ 

80%, whereas it is 99% for non-manufactured products.  

The analysis of the HHI index, which shows the degree of concentration in manufacturing, 

yields a similar picture. The overall concentration index is very high and has increased for 

all EU imports from Georgia. However, the concentration of manufactured products is 

much smaller, and has tended to decline rather than increase since 2014. 

5.1.3 Trade with EU countries 

5.1.3.1 EU imports from Georgia 

Bulgaria, Germany, Italy and Spain are the four biggest EU importers of Georgian goods. 

In 2019, they were responsible for more than two thirds (71%) of EU imports from 

Georgia, with Bulgaria being by far the biggest importer (see Table 2 below). Between 

2014 and 2019, Georgian exports to this country grew by 57%, from EUR 215 million to 

EUR 338 million. As a result, Bulgaria’s share of EU imports from Georgia increased from 

33% in 2014 to 50% in 2019. This increase can be attributed to the fact that the Bulgarian 

Black Sea ports are one of the main points of entry into the EU, rather than the final 

                                           
20 In other words, for the first month the index’s value is 1, and as time passes it measures changes in the 
composition of merchandise trade distribution vis-à-vis distribution on the base date. 
21 The HHI is calculated as the sum of the square of the shares of each product at HS-4 level. 
22 A detailed description of both indices can also be found in Annex C.  
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destination for goods.23 Conclusions derived from the analysis of trade in goods at the 

Member State level should therefore be interpreted carefully. Over the same period, 

German, Italian and Spanish imports experienced a decline in absolute terms, as well as 

in their share of EU imports, while imports of other EU Member States grew by 14%. 

 

Table 2. EU imports from Georgia by biggest EU importers 

  
EUR 

million 
(2014) 

EUR 
million 
(2019) 

Growth 
(2014-
2019) 

% of EU 
imports in 

2014 

% of EU 
imports in 

2019 

Change 
(2014-
2019) 

Bulgaria 215 338 57% 33% 50% 17% 

Germany  94 50 -47% 14% 7% -7% 

Italy  98 49 -50% 15% 7% -8% 

Spain  81 45 -45% 12% 7% -6% 

Other 172 196 14% 26% 29% 3% 

Source: authors’ calculations based on EU Comext database. 

 

5.1.3.2 EU exports to Georgia 

Table 3 shows that EU exports to Georgia were spread more evenly across the EU Member 

States. Germany, Italy, Romania and France were the four biggest EU exporters to 

Georgia, but their share in total EU exports to Georgia was significantly lower than the 

share of the four biggest importers (46% versus 71%). With the notable exception of 

Romania, whose exports fell by 23%, their exports to Georgia expanded in absolute terms. 

Exports from other Member States also grew, from EUR 1,030 million to EUR 1,130 million. 

Table 3. EU exports to Georgia by biggest EU exporters 

  
EUR 

million 

(2014) 

EUR 
million 

(2019) 

Growth 
(2014-

2019) 

% of EU 
exports in 

2014 

% of EU 
exports in 

2019 

Change 
(2014-

2019) 

Germany 368 403 10% 19% 19% 0% 

Italy 155 217 40% 8% 10% 2% 

Romania 247 191 -23% 13% 9% -4% 

France  109 154 41% 6% 7% 2% 

Other 1,030 1,133 10% 54% 54% 0% 

Source: authors’ calculations based on EU Comext database. 

 

5.1.4 The DCFTA’s impact based on CGE modelling results 

The economic impact of the DCFTA was examined through the construction of a 

counterfactual scenario, i.e. a scenario where the DCFTA had not been signed and 

promulgated and had not entered into force. To do this, DG Trade undertook a modelling 

exercise to construct this alternative scenario using an ex-post approach based on CGE 

                                           
23 It is very difficult to follow the final destination of goods beyond the first entry point in the EU territory. Thus, 
it is difficult to identify which Member States are the most important final destination markets for Georgian 
goods, although as Georgia mainly exports copper, sending exports to Bulgaria could be justified as Bulgaria is 
actively engaged in mining activities.  
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modelling.24 The economic impact, which is measured across different variables considered 

by the CGE model, is thus defined as the difference between what would have taken place 

had the DCFTA not come into force (the counterfactual scenario) and what in fact did take 

place during 2014 to 2019. 

Table 4 describes the estimated impact of the DCFTA on both EU exports to and imports 

from Georgia between 2014 and 2019. The impacts are calculated as the difference 

between both values divided by the ‘without DCFTA’ value (the counterfactual scenario). 

Furthermore, the impacts are measured in terms of 2019 euros. According to the 

simulation, the effects of the DCFTA on Georgia’s imports from the EU exceeded its effects 

on exports. Georgia’s imports increased by EUR 99 million (or 4.29%), while the 

corresponding increase of exports is only EUR 13 million (or 0.92%). 

Table 4. The DCFTA's impact on bilateral trade 

  EUR million Impact 

  With DCFTA Without DCFTA 
EUR 

million 
% 

EU imports from Georgia 1,426 1,413 13 0.9% 

EU exports to Georgia 2,399 2,300 99 4.3% 

Source: authors’ calculations based on the CGE model. 

 

An additional econometric model – called Difference in Differences (DiD) – was constructed 

to further assess the impact of the DCFTA. The results, which are statistically significant 

at the 95% level, are consistent with those obtained in the CGE model. In fact, on average 

Georgia’s imports from the EU were found to have increased by 7.2% as a result of the 

DCFTA, while Georgia’s exports to the EU rose by 3.5%. The higher average impacts can 

be explained by the significantly less complex nature of DiD vis-à-vis CGE modelling as, 

given the data limitations, DiD modelling implies less statistical noise (see Annex C for 

further details on the DiD model).  

Regarding EU imports, the two sectors showing the biggest change in the CGE results 

compared to the scenario without the DCFTA were processed food (12.3% compared to 

the level without the DCFTA) and non-ferrous metals (4.5%). Cereals and other 

agricultural products also performed well (38.3% and 8.6% respectively), but the impact 

is not as significant in absolute terms. Beverages and tobacco saw a mild positive change 

of EUR 1 million (3.3%) in the scenario with the DCFTA versus without the DCFTA. 

Although other sectors such as fruit and vegetables and chemicals experienced a visible 

positive change in nominal terms, this did not translate into a large percentage change 

(see Annex C). 

According to the CGE modelling results on EU exports to Georgia, the biggest impact, 

measured in current prices, was estimated in other agriculture and other manufacturing 

products. However, these are mixed aggregates of various products not classified 

elsewhere, thus making their interpretation less straightforward. The next two sectors in 

terms of benefiting from the DCFTA were processed food (EUR 21 million, or 22.7%) and 

rubber and plastics (EUR 11 million, or 26.78%). According to the simulation, the impact 

on the majority of sectors is miniscule, and in many cases negative. In pharmaceuticals 

and other services, the negative gap between the scenario with the DCFTA versus the 

scenario without the DCFTA is the biggest (see Annex C).  

                                           
24 In general, ex-post analyses are undertaken to compare the factual past with a counterfactual scenario of the 
past that is constructed under specific hypotheses. By comparing the counterfactual scenario with the actual 
past, the impact of the assumptions can be quantified as the difference between the scenario and the actual 
past, as captured through the different variables contained in both the counterfactual scenario and recorded 

history. In this case, the hypothesis is the existence of the EU-Georgia DCFTA. On the other hand, ex-ante 
analyses are always forward looking in nature and are mostly focused on forecasting a particular scenario under 
different assumptions. 
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5.1.5 Trade by sector and product 

5.1.5.1 EU imports from Georgia 

The following two subsections provide a description of trade by sector and products based 

on available data not contained in the GTAP 10 database used for CGE modelling.  To this 

end, at an aggregated HS-2 level, the main EU imports from Georgia in 2019 were mineral 

products—ores, slags and ash (EUR 308 million), fuels, oils and products of their 

distillation’ bituminous substances and mineral waxes (EUR 68 million); followed by 

beverages, spirits and vinegar (EUR 48 million), fertilizers (EUR 46 million) and edible fruit 

and nuts, citrus fruit peel or melons (EUR 41 million). These five product groups accounted 

for 76% of EU imports in 2019, with ores, slags and ash alone (HS 26) accounting for close 

to half of said imports. 

At HS-4 level, EU imports from Georgia showed a significant concentration around copper 

ores and concentrates. Although these were already an important product type in 2014, 

they nonetheless expanded by almost threefold between 2014 and 2019.  As a result, their 

share in total imports also increased significantly, going from 17% in 2014 to almost 46% 

in 2019.25  

It should be noted that Georgia’s export prices of raw materials tend to fluctuate 

considerably over time (much more than the prices of manufactured goods).  This helps 

to explain why the value of EU imports from Georgia exhibited the variability it did during 

the period under analysis including years when changes in the value of imports did not 

correspond to changes in quantity. 

5.1.5.2 EU exports to Georgia 

EU exports to Georgia are less concentrated than EU imports from Georgia, and are 

concentrated in high value-added products. The most important group in 2019 – mineral 

fuels, mineral oils and products of their distillation; bituminous substances; mineral waxes 

(EUR 317 million) – accounted for around 15% of total EU exports that year. These were 

followed by nuclear reactors, boilers, machinery and mechanical appliances, and parts 

thereof (EUR 263 million), pharmaceutical products (EUR 236 million), vehicles other than 

railway or tramway rolling stock, and parts and accessories thereof (EUR 212 million) and 

electrical machinery and equipment and parts thereof; sound recorders and reproducers, 

television image and sound recorders and reproducers, and parts and accessories of such 

articles (EUR 115 million). Together, these five groups accounted for 55% of EU exports 

in 2019.26  

The composition of EU exports suggests that Georgia imports goods that are not produced 

domestically. At HS-4 level, petroleum oils and oils obtained from bituminous minerals 

stand out as the most significant type of product imported from the EU. However, their 

share in total EU exports to Georgia declined during the period under analysis, going from 

25% in 2014 to 15% in 2019. This was part of an overall pattern of EU export 

diversification that took place once the DCFTA came into force.   

                                           
25 This growth occurred despite a decrease in world market prices for copper by about 10% according to the IMF 
Primary Commodity Prices database. On the other hand, EU most-favoured-nation (MFN) tariffs for copper ore 
are already zero, therefore this growth, if caused by the DCFTA, must have been brought about by non-tariff 
provisions.  
26 Georgia has become a trading hub for used cars, allowing it to develop a strong auto servicing sector as cars 
are first imported, spruced up and consequently re-exported to neighbouring countries. Before the formation of 
the EAEU, most re-exports were sent to Kazakhstan. Since being subject to customs duties, however, re-exports 
have dropped significantly and have been redirected mainly to Armenia and Azerbaijan. Somewhat surprisingly 
though, this activity does not seem to involve many EU-made cars, as most of the re-exports concern cars 

previously imported from the US or Japan. It is worth noting that given the absence of the data, the impact of 
reducing non-tariff barriers on EU exports of cars to Georgia could not be quantified, which implies that a potential 
additional positive impact is omitted from the analysis. 
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5.1.6 Relative importance of bilateral trade in goods 

Georgia’s bilateral trade patterns with non-EU trade partners tend to replicate the overall 

structure of Georgia’s trade: a large trade deficit (imports twice as large as exports) with 

imports of industrial goods and exports consisting mainly of raw materials and agricultural 

products. Bilateral trade tends to be most imbalanced with suppliers of industrial goods 

(Turkey and China), with Georgia’s imports being up to four to five times larger than its 

exports to these countries. Trade with Russia and Azerbaijan is much less imbalanced 

however. Exports to producers of industrial goods (Turkey and China) tend to be 

dominated by minerals, whereas exports to other raw material producers (Russia and 

Azerbaijan) tend to be dominated by various agricultural goods. 

It should be noted that in accordance with the EU-Turkey Customs Union Agreement, 

Turkey had to give Georgia the same preferential trade treatment as the EU under the 

DCFTA. However, this did not make a difference as the two countries had already agreed 

to scrap tariffs under an earlier bilateral FTA in 2007.27 

5.1.6.1 Georgia’s exports 

Through most of 2009 to 2019, Azerbaijan was Georgia’s biggest partner outside the EU 

in terms of merchandise trade (see Figure 1 below). Its share in Georgia’s exports 

fluctuated between 7.2% (in 2016) and 26.4% (in 2019). Following the resumption of 

trade after abolishing trade embargoes, Georgia’s exports to Russia increased by almost 

30 times, from EUR 15 million in 2009 to EUR 444 million in 2019. As a result, Russia’s 

share rose from 1.9% in 2014 to 13.1% in 2019, making it the third most important 

destination for Georgian goods after the EU and Azerbaijan. Although exports to China 

experienced even higher growth (increasing by almost 50 times), China’s share in 

Georgian exports in 2019 was – at 5.9% – significantly lower than that of Azerbaijan and 

Russia.  

Overall, Azerbaijan, Russia and China’s joint share in Georgian exports expanded from 

17% in 2009 to 32.3% in 2019. At the same time, the EU’s share averaged 22%, with a 

significant drop in 2012 and a peak in 2015. Therefore, the gains in exports to the 

reference countries were mostly achieved at the expense of other countries’ shares in 

Georgian exports, and the EU kept its position as the biggest partner for Georgian exports. 

Figure 1. Exports from Georgia to the EU vis-à-vis the reference countries 

 

Source: authors’ calculations based on Geostat data. 

                                           
27 See https://www.trade.gov.tr/free-trade-agreements/georgia  
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Georgia’s exports to the reference countries tend to be dominated by just a few product 

categories, and there are little structural changes observed between 2014 and 2019, 

mainly within the categories of mineral and agricultural products. It is noteworthy that half 

of Georgia’s exports to Azerbaijan, in 2014 as well as in 2019, consist of motor cars and 

other vehicles, which represent mostly re-exports rather than direct exports of Georgia.  

Wine remains Georgia’s top export product to Russia, accounting for more than a quarter 

of Georgia’s exports to Russia. Georgia’s (small) exports to China remain heavily 

dominated by copper ores and concentrates, which amounted to over 60% of exports to 

China in 2014 and 2019.28 

5.1.6.2 Georgia’s imports 

After the EU, Turkey was the second most important source of imported goods in Georgia 

in the period under analysis (see Figure 2 below). Between 2009 and 2019, Turkey’s share 

of Georgia’s imports averaged 18%. As in the case of exports, imports from Russia and 

China experienced significant expansions, in spite of a 41% devaluation of the Georgian 

Lari against the Chinese Renminbi during 2009 - 2019. The Russian Ruble, on the other 

hand, experienced an important devaluation against the Lari during June/2014 – 

January/2017 to then return to a stable but higher value vis-à-vis its pre 2014 average 

level of 19.36 per Lari.29 This supported the import of oil and gas from Russia beginning 

in 2014 as energy prices declined noticeably, remaining so until the end of the period 

under analysis.  Overall, Russia and China’s shares of imports increased from 6.5% to 

10.3% and from 3.9% to 9.0%, respectively.  

As with exports, the reference countries’ joint share in Georgia’s imports expanded from 

28% in 2009 to 36.3% in 2019. The EU’s share in Georgian imports is still significant 

(28.3% on average), although it has declined since 2017, to the benefit of Russia and 

China, reaching its lowest level in 2019. This could be explained by the consistent 

devaluation of the Georgian Lari against the Euro during the period under analysis. .  

Figure 2. Imports to Georgia from the EU vis-à-vis the reference countries 

 

Source: authors’ calculations based on Geostat data. 

                                           
28 For the data, please consult Annex, Section C.  
29 In effect, according to the European Commission’s InforEuro, the Lari went from 4.1 Renminbi on January 

2009 to 2.4 December 2019. The Ruble, on the other hand reached 26 per Lari in December 2014 to then average 
around 23.8 per Lari throughout the remainder of the period under analysis.  That is, around 21% higher than 
its pre-2014 levels. 
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As for the sectoral composition, the share of industrial goods in bilateral imports is higher 

for Turkey and China than for Russia and Azerbaijan. Georgia’s imports from Russia are 

dominated by wheat and mineral oils, whose relative shares changed between 2014 and 

2019. The share of manufacturing products remained very low over this period. 

5.1.7 Use of EU preferences  

Georgian exporters have not been making full use of EU preferences (see Annex C, Table 

10). On average, the rate of Georgia’s use of preferences in the years 2017 to 2019 

oscillated around 77%, which is below average for the EU’s other partners in the region 

(for Moldova and Ukraine, the number equals 85-86%). Preferences were used most 

extensively in agricultural categories – vegetable products, animal or vegetable fats and 

prepared foodstuffs (but not animals and animal products). Surprisingly, the preference 

utilisation rates for mineral products are low, despite these being one of the biggest export 

categories for Georgia. However, preferential margins tend to be smaller in these products. 

Exporters of textiles, base metals and machinery made increasing use of preferences 

between 2017 and 2019, while exports of chemical products experienced a sudden drop 

in the preference utilisation rate in 2019. Fluctuations in the remaining categories may be 

explained by the low volume of trade.  

EU exporters also did not seem to fully use the preferences under the DCFTA between 

2017 and 2019 (see Annex C, Table 11). Preference utilisation rates for the majority of 

categories were above 70%, with agricultural products including products of animal 

origin30 achieving the highest rates. Nonetheless, there were a few underperformers with 

significantly lower preference utilisation rates, the most significant being machinery and 

mechanical appliances, which are also one of the largest EU export groups. 

5.1.8 Use of tariff rate quotas 

The DCFTA includes only one agreed tariff rate quota (TRQ) available to Georgian 

exporters. Based on Annex II-A to the DCFTA, the TRQ applies only to garlic and amounts 

to 220 tonnes per year. The Agreement does not include any TRQs for products coming 

from the EU.  

While the Agreement grants the export of 220 tonnes of garlic to the EU without customs 

duties, Georgian exporters have so far not made use of this TRQ (see Annex C). This can 

be explained by the relative insignificance of garlic as an export good of Georgia, as well 

as by China’s dominant supply of garlic to the EU market. In 2014, Georgia exported garlic 

worth only EUR 0.08 million (primarily to Russia, Azerbaijan, Armenia, Turkey and 

Ukraine). Although by 2019 this number had increased by tenfold to EUR 0.8 million, garlic 

remains an irrelevant product from the perspective of Georgian exports, even among 

agricultural products. Moreover, China dominates the global garlic market. With most EU 

garlic imports coming from China, Georgian exporters struggle to be competitive. 

5.1.9 Market access 

According to the Trains database of the United Nations Conference on Trade and 

Development (UNCTAD), the EU has 414 measures in place that could potentially hinder 

Georgia’s access to the EU market. The table below provides a summary of the number of 

measures that affect Georgia’s exports to the EU, both on a bilateral level and 

multilaterally. 

 

 

                                           
30 This product category includes the following: live animals, meat and edible meat offal, fish and crustaceans, 
molluscs and other aquatic invertebrates, dairy produce, birds’ eggs, natural honey, edible products of animal 
origin, products of animal origin not elsewhere specified. 
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Table 5. List of non-tariff measures in force that may affect Georgia’s exports to the EU 

Partner affected Requirement Number of measures 

All members Export-related measures 2 

All members Other measures 2 

All members Pre-shipment inspection 5 

All members Quantity control measures 35 

All members Sanitary and phytosanitary (SPS) measures 97 

All members Technical barriers to trade (TBT) 272 

Bilateral Pre-shipment inspection 1 

Source: UNCTAD (2021), Trains database. 

 

Most of the EU measures cover areas in TBT, e.g. European harmonised standards, and 

SPS measures, representing 66% and 24% of all measures, respectively. Georgian exports 

are subject to a further pre-shipment requirement in addition to those that all countries 

exporting to the EU must fulfil. 

The table below shows Georgia’s notifications to the World Trade Organization (WTO), 

affecting market access. As illustrated by the data, in 2014 and 2019 Georgia notified the 

WTO of 35 measures covering SPS, TBT and import licensing. Among the notifications, 31 

measures related to TBT, focusing mostly on specific aspects of manufacturing and work 

safety regulations. Georgia notified the WTO of only one SPS measure on living modified 

organisms. Moreover, three import licensing notifications covered answers to a 

questionnaire on licensing procedures in Georgia. For details of the Georgian notifications, 

please refer to Annex C. 

Table 6. Georgia’s SPS, TBT and import licensing notifications to the WTO, 2014-2019 

Types of notifications Number of notifications 

Sanitary and phytosanitary (SPS) measures 1 

Technical barriers to trade (TBT) 31 

Import licensing 3 

Source: WTO. 

5.1.10 Regional impact 

This section is based on the information made publicly available by Geostat.  Economic 

activity in Georgia had traditionally been concentrated in Tbilisi, and this has not changed 

since the signing of the DCFTA. In fact, Tbilisi’s share in total gross value added (GVA) in 

2019 was at the same level of 51% as it was in 2014. Between 2014 and 2019, three 

regions grew at an above-average rate: Adjara (with an average estimated annual real 

GVA growth of 10%), Imereti (7%) and Kvemo Kartli (6%). Other regions experienced 

mild growth, but with below-average growth rates they declined in relative importance as 

economic centres. 

In terms of contribution to growth, Tbilisi was also the biggest contributor to Georgia’s 

total GVA real growth (see Annex C). Importantly, the combined contribution of the next 

three biggest regions was lower than that of Tbilisi, while the average contribution of other 

regions was miniscule.  

Regional inequalities are also visible with respect to employment performance (Annex C: 

Figure 8). Once again, Tbilisi stands out as the region with the highest number of people 

in employment, with employment levels of more than twice that of Imereti. Tbilisi also 

experienced the second highest growth after the signing of the DCFTA, with employment 

numbers increasing by 10% between 2014 and 2019. Interestingly, Adjara saw the most 

dynamic growth in employment (18%) during this period, which can mostly be attributed 

to fast growth in the two large labour-intensive sectors: construction and accommodation 
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and food service activities. The rapid growth in these sectors is the consequence of 

booming tourism in the region, particularly in the main town Batumi.  

As in the cases of GVA and employment, Georgian industry output was concentrated in 

Tbilisi. Tbilisi’s share in total industry output was 31% in 2014, and remained at a 

comparable level of 30% in 2019. In fact, the DCFTA did not alter the regional structure 

of production. 

Finally, it is interesting to take note of changes in average monthly remuneration, which 

in nominal terms expanded significantly between 2014 and 2019 (see Annex C). 

Remuneration growth was observed across all regions, being more equally distributed 

when compared to growth in GVA or employment. Nonetheless, part of the gains were 

consumed by inflation, which during the period 2014 to 2019 averaged 3.8%. This is 

consistent with the CGE model estimates on the DCFTA’s impact on real wages across 

Georgia for both skilled and unskilled workers (0.01% and -0.2% respectively). 

5.2 Performance of trade in services (Task 11.2) 

This section describes the evolution of trade in services between the EU and Georgia 

between 2009 and 2019. As shown below, EU imports of services from Georgia in 2019 

amounted to EUR 808.7 million (USD 906 million), compared to EUR 677 million in EU 

imports of goods.31 However, on the export side, goods remain much more important for 

the EU. The stepwise increase in EU imports of services from Georgia suggest that some 

of the growth was connected to the entry into service of certain pipelines, but this is 

difficult to document as the official statistics indicate travel, which is usually taken as 

tourism, as the dominant source of service export revenues. 

The CGE model does not simulate liberalisation of services, and any changes in travel or 

other service sectors only capture second-round effects, e.g. changes due to a depreciation 

of the country’s real exchange rate from increased imports of goods from the EU.32 

Therefore, this section reviews the performance of trade in services in a comparative 

perspective, in order to draw inferences about the impact of the Agreement. The analysis 

is based on data from the Organisation for Economic Co-operation and Development 

(OECD) Balanced Trade in Services (BaTIS) database. This database is not generally 

available to the public, and was accessed with special permission for this project.  

5.2.1 Description of trade flows in services  

The table below shows the development of bilateral trade between the EU and Georgia 

from 2009 to 2019. Over this period, EU imports from Georgia experienced substantial 

expansion, more than doubling. The growth was relatively stable throughout the period 

under analysis. EU exports to Georgia also experienced growth between 2009 and 2019. 

However, this can mostly be attributed to the years prior to the Agreement’s entry into 

force. In fact, EU service exports went through a cycle, dropping in 2015 and only starting 

to pick up in 2017. Although in 2019 EU exports reached an all-time high, growth between 

2014 and 2019 was more limited than in the case of EU imports. 

  

                                           
31 Estimates are based on the European Commission’s InforEuro data on foreign exchanges. 
32 DG Trade (2020), Internal documentation on Mirage, Brussels. 
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Table 7. EU bilateral trade in services with Georgia, 2009-2019 

  EU imports from Georgia EU exports to Georgia 

  

USD 
million 

Growth 

(2009-
2013) 

(2014-
2019) 

% of 
EU's 
total 

imports 

% of 
Georgia’s 

total 
exports 

USD 
million 

Growth 

(2009-
2013) 

(2014-
2019) 

% of 
EU's 
total 

exports 

% of 
Georgia’s 

total 
imports 

2009 401 

51% 

0.03% 32.5% 506 

35% 

0.04% 44.4% 

2010 401 0.03% 26.7% 522 0.04% 42.6% 

2011 494 0.03% 26.7% 564 0.04% 39.6% 

2012 511 0.04% 24.0% 628 0.04% 39.4% 

2013 605 0.04% 25.2% 683 0.04% 39.2% 

2014 614 

48% 

0.04% 23.9% 795 

8% 

0.04% 41.1% 

2015 603 0.04% 24.5% 717 0.04% 40.9% 

2016 618 0.04% 24.5% 612 0.04% 37.5% 

2017 737 0.04% 25.1% 690 0.04% 37.5% 

2018 887 0.04% 26.7% 791 0.04% 37.8% 

2019 906 0.04% 26.9% 859 0.04% 39.0% 

Source: authors’ calculations based on BaTIS database. 

Despite the expansion in both imports and exports between 2009 and 2019, Georgia’s 

significance for the EU as a market for services remained marginal. Trade flows with 

Georgia did not exceed 0.04% of either the EU’s total imports or exports. However, from 

Georgia’s perspective, the EU constitutes an important market. In 2019, 27% of Georgia’s 

exports and 39% of its imports were with the EU.  Just as importantly, since the DCFTA 

came into force in 2014, the share of Georgia’s exports to the EU increased by 3% whilst 

the EU’s share of Georgia’s imports declined by more than 2%.   

5.2.2 Structural change in trade flows  

Two indices were constructed to investigate the DCFTA’s structural impact on service trade 

flows. The Structural Change Index (SCI) and the Hirschman-Herfindahl Index (HHI) were 

calculated with annual data published by the OECD (BaTIS). In both cases – EU exports 

and EU imports – the SCI starts at 1 in 2014 as it measures the distribution of trade 

services against itself in that year. Fluctuating between 1 and 0.996, the SCI shows little 

change in the sectoral composition of EU imports and exports.  

The HHI, on the other hand, measures the degree of concentration that trade in services 

had each year during the period 2014 to 2019. 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. Averaging 

around 0.17, the HHI for EU exports suggests that EU exports were moderately 

concentrated throughout the entire period. With its values between 0.22 and 0.24, the 

HHI for EU imports indicates a higher concentration than in the case of EU exports, but 

still within the limits of moderate concentration. The maximum deviations for HHI of less 

than 0.02 are signs that were no significant changes in concentration after the Agreement’s 

entry into force. 

The results from both analyses support the hypothesis that the implementation of the 

DCFTA has not led to any major shifts in the structure of flows of trade in services – in 

either direction – or in their concentration around sectors already salient prior to the 

DCFTA. They are also consistent with the results in the two tables below. 
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5.2.3 Trade in services by sector 

5.2.3.1 EU service imports from Georgia 

The expansion in EU service imports from Georgia was driven mostly by increases in travel, 

information and communications technology (ICT), transport and other business services 

(see Table 8 below). Travel, already the biggest sector in 2014, experienced the biggest 

growth in nominal terms, expanding by USD 191 million between 2014 and 2019 

(compound annual growth rate (CAGR) of 7.3%). The fastest expansion was in 

maintenance and repair services (CAGR of 15%), charges for the use of intellectual 

property (13.5%) and financial services (13%), but these sectors remained of little 

importance overall. Insurance and pension services (CAGR of -4.8%) as well as 

construction (-4.1%) were the only sectors that decreased between 2014 and 2019. 

However, their shares in EU service imports from Georgia were marginal. 

The three largest sectors in terms of EU imports from Georgia were travel, ICT and 

transport, accounting for almost 90% of service imports through the entire period under 

analysis. Due to above-average gains in value, travel increased its share in EU imports. 

As a result, by 2019, travel alone accounted for almost 61% of service imports. At the 

same time, transport services – the third most important sector – declined as a proportion 

of total EU imports. Changes in shares of other sectors were limited, ranging from -0.3% 

to 0.2%. 

Table 8. EU service imports from Georgia by sector (USD million) 

  2014  2019 % Total 2019 

Travel 360.7 552.0 60.9% 

Telecommunications, computer and 
information services 

99.2 147.1 16.2% 

Transport 82.9 98.6 10.9% 

Other business services 39.5 59.9 6.6% 

Government goods and services n.i.e. 15.6 19.8 2.2% 

Financial services 3.7 7.6 0.8% 

Personal, cultural and recreational services 4.1 6.8 0.7% 

Charges for the use of intellectual property 
n.i.e. 

2.8 6.0 0.7% 

Maintenance and repair services n.i.e. 2.5 5.9 0.6% 

Insurance and pension services 2.7 2.0 0.2% 

Construction 0.2 0.1 0.0% 

Manufacturing services on physical inputs 
owned by others 

0.0 0.0 0.0% 

Source: authors’ calculations based on BaTIS database. 

 

5.2.3.2 EU service exports to Georgia 

Between 2014 and 2019, EU exports expanded most significantly in three sectors: ICT, 

transport and travel (see table below). With a CAGR of 7.2%, travel was the fastest-

growing sector, followed by ICT-related services (4.4%) and transport (0.8%). 

Government goods and services (USD 128 million) remained at a similar level to 2014 in 

terms of both value and its share in exports. Five other sectors exceeded USD 10 million 

in exports, three of which declined in value between 2014 and 2019. Among them, 

insurance and pension services experienced the highest decline in exports and almost 

halved in the period under analysis. 
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As reported by the HHI values, EU exports to Georgia were less concentrated than in EU 

imports. Four sectors (ICT, transport, travel and government goods and services) 

exceeded USD 100 million. Whilst together they accounted for almost 95% of EU exports 

to Georgia in 2019, none of them had a share larger than 25% of total service exports. 

Travel and ICT-related services showed gains in share between 2014 and 2019 (4.6% and 

3.9%, respectively), which were compensated by the sum of small decreases in other 

sectors. 

Table 9. EU service exports to Georgia by sector (USD million) 

  2014 2019  % Total 2019 

Telecommunications, computer and 
information services 

158 204 23.8% 

Transport 187 195 22.8% 

Travel 90 137 15.9% 

Government goods and services n.i.e. 128 129 15.1% 

Charges for the use of intellectual 
property n.i.e. 

69 71 8.3% 

Other business services 63 52 6.0% 

Insurance and pension services 65 38 4.4% 

Financial services 22 19 2.2% 

Personal, cultural and recreational 
services 

9 10 1.1% 

Maintenance and repair services n.i.e. 2 2 0.2% 

Construction 2 1 0.2% 

Manufacturing services on physical inputs 
owned by others 

0 0 0.0% 

Source: authors’ calculations based on BaTIS database. 

 

5.2.4 Relative importance of bilateral trade in services 

5.2.4.1 Georgia’s service exports 

Outside the EU, Georgia exports its services mostly to Russia, the United States (US) and 

China (see Figure 3 below). Together, these countries captured between 18% (in 2009) 

and 34% (in 2014) of service exports. Between 2009 and 2019, Georgia’s exports to all 

three countries expanded, with Russia experiencing the biggest growth. Georgia’s exports 

to Russia increased by almost 15 times, from USD 33 million in 2009 to USD 484 million 

in 2019. As result, Russia’s share in Georgia’s service exports went up from 2.7% in 2014 

to 14.4% in 2019, making it the second biggest destination for Georgian services. While 

the value of exports to the US expanded more than twofold, their share decreased from 

12.6% in 2014 to 10% in 2019. Although exports to China in 2019 were six times higher 

than in 2009, China’s share in service exports remained below that of Russia and the US. 

Figure 3 shows the evolution of shares in Georgia’s exports to the three reference countries 

and the EU. The EU’s share of Georgia’s service exports peaked in 2009 and started 

declining in the following years. It started picking up again after the Agreement’s entry 

into force, but has not returned to its 2009 level. On the other hand, between 2009 and 

2019 Russia achieved the most visible gains in shares, although these were observed 

mostly before 2014. While no significant divergence of service exports to the EU took place 

after the DCFTA was implemented, the EU kept its position as the biggest partner for 

Georgian exports, against the previous trends. 
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Figure 3. Georgia’s exports of services to reference countries vis-à-vis to the EU  

 

Source: authors’ calculations based on BaTIS database. 

 

5.2.4.2 Georgia’s service imports 

The US, Turkey and China were Georgia’s biggest partners outside the EU in terms of 

service imports. While imports from the US increased in value, their share in service 

imports decreased from 17% in 2014 to 14.8% in 2019. In spite of this, the US remained 

Georgia’s biggest import source outside the EU. The value of imports from both Turkey 

and China roughly tripled, increasing the importance of these countries as import partners 

for Georgia. 

Figure 4 below shows shifts in shares of the EU and the three reference countries in 

Georgia’s service imports during the period 2009 to 2019. Although the EU’s share 

decreased from around 44.5% in 2014 to 39% in 2019, it remains Georgia’s most 

important partner, accounting for more imports into Georgia than the next three biggest 

partners. An aggregated share of the US, Turkey and China in Georgia’s imports ranged 

from 24% to 27.4%. Therefore, the relative decrease of the EU during this period was 

compensated by gains among other trade partners, leading to the widening of Georgia’s 

import sources. 

 

Figure 4. Georgia’s imports of services from reference countries vis-à-vis from the EU  

 

Source: authors’ calculations based on BaTIS database. 
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5.3 Evolution of Foreign Direct Investment (Task 11.3) 

The provisions on investments are covered in Chapter 7 of the EU-Georgia DCFTA, 

according to which the parties are committed to ensuring freedom of movement for direct 

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

services and establishment of investors. The chapter also includes facilitation and 

resolution provisions to create the necessary conditions for further gradual application of 

EU rules on the free movement of capital, which is expected to have a positive impact on 

bilateral foreign direct investment (FDI) between the parties.  

The DCFTA does not include a chapter on investment protection, but the provisions on 

regulatory approximation in various trade and trade-related sectors establish common 

standards across the parties. When investments are made in the energy sector, investors 

can also rely on the Treaty Establishing the Energy Community, which Georgia joined in 

2017. In addition, Georgia has 17 active bilateral investment treaties (BITs)33 with the 

following EU Member States, Austria, Belgium-Luxembourg,34 Bulgaria, Czech Republic, 

Estonia, Finland, France, Germany, Greece, Italy, Latvia, Lithuania, the Netherlands, 

Romania, Spain and Sweden; as well as with the UK.35 These BITs provide investment 

protection between the parties.36  

In this section, we review foreign investment in Georgia, focusing on the evolution of FDI 

before and after the entry into force of the DCFTA, identifying the major EU investors and 

the main sectors for FDI between the EU and Georgia.  

5.3.1 Direct investment in Georgia  

Georgia is a financially active country. In 2019, the value of the stock of inward foreign 

investments (as reported by IMF BoP/IIP, see Annex C) amounted to about 110% of GDP, 

which is higher than for most other similar countries. Outward foreign investments stood 

at around 15% of GDP, which is non-negligible, and also higher for countries with a similar 

GDP per capita. The stock of FDI as a percentage of GDP was already high (around 80%) 

when the DCFTA was concluded. Since then, it has risen further to about 110% of GDP. 

Given that the GDP of Georgia has also grown rapidly over this time period, the moderate 

increase in the ratio of FDI to GDP was possible only because FDI inflows have increased 

considerably since about 2014 (see also below).  

Given these large stocks, the return on FDI plays an important role in Georgia’s economy. 

In 2019, the rate of return on FDI at home was 7.1% and the rate of return on Georgian 

FDI abroad amounted to 8.6%. As a result, net payments on FDI amounted to 6.4% of 

GDP. Previous years show similar results. This implies that the country has to run a surplus 

on goods and services of a similar amount to avoid running up more foreign debt. However, 

Georgia runs a current account deficit, estimated by the IMF to be around 10.9% of GDP 

in 2021, which is roughly in line with the amount of remittances received by Georgia (see 

section 5.5 for further details on remittances).37 The net position on FDI constitutes about 

60% of Georgia’s overall NIIP, and net payments on FDI constitute about 60% of overall 

net interest payments. 

The high level of inward FDI is partly due to the fact that Georgia is a transit for natural 

gas via the Azerbaijan-Georgia-Turkey gas pipelines.38 Since 2002, the construction of the 

pipelines has been characterised by large figures for inward FDI flows and increasing 

outward payments for the return and high credits for services, all related to the 

construction of the pipelines with foreign capital. The counterpart of the returns on the 

FDI paid to foreign owners is thus the export of services (use of the pipelines).  

                                           
33 In total, Georgia has 32 BITs in place, of which 30 are enforced. More than half of the active BITs are with the 
EU countries. 
34 Belgium and Luxembourg negotiate BITs as one entity. 
35 https://icsid.worldbank.org/resources/databases/bilateral-investment-treaties  
36 Damen (2018), Foreign Direct Investment in the EU and the Eastern Partnership Countries, EP.  
37 IMF (2021).  Article IV Consultation – Georgia. Staff Report Washington, DC. 
38 Baku-Tbilisi-Ceyhan (BTC) and South Caucasus Pipeline (SCP).  

https://icsid.worldbank.org/resources/databases/bilateral-investment-treaties
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It is worth noting that most of the FDI in Georgia consists of greenfield investments. 

However, since 2014 the data record growing mergers and acquisitions (M&A) (see Annex 

C, Table 20). This implies that since the entry into force of the DCFTA, FDI in Georgia 

might have shifted from greenfield to M&A, which often represents financial transactions 

with little immediate impact on the real economy. 

5.3.2 Performance of bilateral FDI between the EU and Georgia 

Data on FDI is notoriously subject to measurement errors, and the mirror statistics often 

do not match.39 This is particularly the case for bilateral flows. Serious discrepancies are 

found across the EU (Eurostat) and local sources (Geostat). For example, Geostat reports 

the EU FDI stocks in Georgia to be five times larger than reported in the Eurostat database 

(see table below).40 

Moreover, in many instances Eurostat does not report the flows between Georgia and 

individual EU Member States, presumably because only a few firms are involved and 

reporting the value would reveal confidential information. For cautious reporting, we 

review both the EU and Georgian sources and draw conclusions mainly based on the 

Geostat data. For further accuracy, we consider stocks instead of FDI flows. This is because 

the data on flows have larger discrepancies across the different sources, and to identify 

the DCFTA effects we need to look at the cumulative indicators.  

Table 10. Mirror statistics on FDI (USD million)41  

  
2013 2014 2015 2016 2017 2018 2019 

% 
Change 

Source: Eurostat 

EU28 FDI stocks in Georgia 4,245 4,897 4,403 1,854 2,317 2,263 N/A  

% Share in extra-EU28 0.1 0.1 0.1 0.0 0.0 0.0 N/A -61 

% Returns on FDI 2.5 3.7 4.0 8.9 6.1 7.6 N/A 107 

Source: Geostat 

EU28 FDI stocks in Georgia N/A N/A 7,613 8,496 
10,86

4 
10,69

9 
11,16

9 
47 

% EU28 share in Georgia’s FDI N/A N/A 55 56 60 58 58 3 

Mirror statistics 

Ratio FDI stocks (Geostat/Eurostat)   1.7 4.6 4.7 4.7 N/A  

Source: authors’ calculations based on data sourced from Eurostat (BPM6, bop_fdi6_geo) and Geostat. For the 

purpose of comparison, the bilateral EUR-USD exchange rates, extracted from the European Central Bank (ECB), 

are applied. 

 

Georgia’s share in the EU’s total FDI (extra-EU28) is negligible, fluctuating at around 0.1%. 

The returns on EU FDI in Georgia have a growing trend, reaching 7.6% in 2018. According 

to Eurostat, between 2014 and 2018 EU FDI assets owned in Georgia dropped by 52%. 

However, the data from Geostat register a growth instead of a drop in EU assets owned in 

Georgia in the period 2015 to 2019 (see Annex C, Table 19). In particular, stocks of EU 

FDI increased in nominal terms, but the EU’s share in total FDI in Georgia only saw a small 

increase. This is because the country received large inflows of FDI from non-EU countries, 

                                           
39 For the discussion on discrepancies in FDI statistics, see also: Linsi, L. and Mügge, D.K. (2019), ‘Globalization 
and the growing defects of international economic statistics’, Review of International Political Economy, 26:3, 
pp. 361-383, DOI: 10.1080/09692290.2018.1560353. 
40 The IMF as discussed above is a reliable source. With FDIs not everything passes the Balance of Payments 
(BoP), so, ‘reinvested’ earnings grow normally, over time, as a substantial source of the increase of book values 
(stocks). This stock increase is not caught by BoP statistics. For this it is necessary to request all major investors 
to supply the relevant data every year, so these statistics tend to be mostly weak.  
41 Unfortunately, the Eurostat database for the years 2009-2012 (NACE Rev.2.bop_fdi_pos_r2) does not include 
data on FDI in Georgia. Similarly, data on FDI stocks are not available in the Geostat database before 2015.  
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mainly Azerbaijan, relating to the gas pipeline. We presume that the decline in the Eurostat 

database could be explained by the change in ownership of the gas pipeline, as well as by 

the fall in oil and gas prices.  

Overall, the EU is the largest investor in the country so far, accounting for around 58% of 

total inward FDI stocks in Georgia. Between 2015 and 2019, the total stocks from the EU 

countries increased considerably, from USD 7.6 billion in 2015 to USD 11.2 billion in 2019. 

In this regard, the EU’s share in Georgia’s FDI exceeds its share in trade, which amounted 

to around 23% in 2019. Moreover, in the data no meaningful relationship can be found 

between the EU’s trade and FDI in Georgia in either the pre- or post-DCFTA period (see 

Annex C: Figure 12).  

The UK and the Netherlands are the two main investors from the EU28, and are the sources 

of around half of EU FDI assets owned in Georgia (see Figure 5 below).42 In 2014, the 

Netherlands invested around USD 420 million in Georgia, and in 2015 the UK invested 

around USD 398 million. Large investments were also made by these two countries in 

2017.43 However, these investments were mainly made in the gas pipeline (BP is one of 

the investors in the project) and construction sectors, which are not directly related to the 

DCFTA. Compared to 2015, in 2019 the share of the Netherlands dropped, which could be 

explained by the completion of the construction of the gas pipeline.  

The other major EU investors in Georgia are Cyprus, Luxembourg and Malta. Considerable 

growth is registered on FDI from Cyprus and Malta: FDI stocks from these two countries 

more than doubled between 2015 and 2019.  

Overall, in 2019 around 63% of EU FDI assets owned in Georgia came from the UK, the 

Netherlands, Cyprus, Luxembourg and Malta. The concentration of the EU’s FDI on these 

countries, which are known as tax haven countries (particularly Malta and Cyprus), 

suggests that parts of this activity might be linked to ‘tax-saving’ schemes. Given the 

confidentiality of the data on outgoing FDI from EU countries, we could not trace further 

the final destinations of the FDI coming from them.  

Figure 5. EU FDI stocks in Georgia (USD million) 

 
Source: authors’ calculations based on data extracted from Geostat. 

 

Georgia continues to receive substantial FDI inflows from third countries as well. In terms 

of individual countries, Azerbaijan remains the largest investor in Georgia. FDI from the 

other CIS countries, including Russia, saw little change. Investments from Georgia’s other 

                                           
42 This is presumably due to major oil and gas companies like BP and Shell. 
43 Kovziridze, T. (2020), Overview of FDI trends in Georgia before and after the DCFTA. 
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main investors, such as China, Turkey, United Arab Emirates and the US also remained 

stable between 2015 and 2019. The same applies to inward FDI from the rest of the world, 

which remained stable over the period 2015 to 2019.  

According to the data sourced from Eurostat, Georgia’s FDI stocks in the EU28 increased 

by 63% over the period 2014 to 2018 (see table below). In nominal terms, however, 

Georgia’s FDI assets owned in the EU are very small (EUR 116 million in 2018), taking 

only a negligible share in total inward FDI stocks in the EU (0.002% in 2019). The data 

show the peaks in the returns on Georgia’s FDI in the EU between 2014 and 2016, which 

coincide with the largest FDI inflows into Georgia related to the gas pipelines.  

Table 11. Direct investment by Georgia in the EU (EUR million) 

  
2013 2014 2015 2016 2017 2018 2019 

% Change 
2014-2018 

Georgia's FDI stocks in EU28 80.1 71.4 110.6 31.6 146.6 116.1 N/A  63 

% Share in extra-EU28 0.002 0.001 0.002 0.000 0.002 0.002 N/A  21 

% Returns on FDI 3.12 8.54 4.97 10.76 1.84 2.15 N/A  -75 

Source: authors’ calculations based on data extracted from Eurostat (BPM6, bop_fdi6_geo). 

 

Data on Georgia’s outgoing FDI are not provided by the local statistical sources, therefore 

we are unable to draw a comparison with the data provided by Georgian sources.  

5.3.3 Performance of bilateral FDI at sector level 

Eurostat does not provide disaggregated EU FDI by economic activity for Georgia,44 

therefore we present the data obtained from Georgian sources. Over the last 10 years, EU 

countries have mainly invested in five sectors: the financial sector; trade; education and 

social services; manufacturing; energy; mining and transports and communication. Their 

relative shares have shifted over time. 

Figure 6. Cumulated EU FDI inflows across sectors, % of total cumulated inflows in Georgia 

 

Source: authors’ calculations based on data extracted from Geostat. 

Note: other sectors include the following: health and social work, agriculture, fishing, construction, hotels and 
restaurants, industry, real estate, renting and business activities. 

 

                                           
44 Eurostat database on the EU direct investment positions, breakdown by country and economic activity (NACE 
Rev. 2)[bop_fdi_pos_r2] does not cover Georgia.  
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As Figure 6 shows, the largest growth came in the financial sector, which sourced around 

a quarter (25%) of the cumulated EU FDI inflows into Georgia between 2014 and 2019. 

The cumulated inflows in the manufacturing sector amounted to just under a fifth (17%) 

of the EU FDI inflows and registered a small increase after the entry into force of the 

DCFTA (12% in 2009 to 2013). EU FDI in the energy, transport and communications 

sectors amounted to around a third of the cumulated EU FDI inflows and showed a 

declining trend, which can be explained by the completion of the construction of the gas 

pipelines.  

5.3.4 Impact of the Agreement on the investment climate 

By the time the DCFTA entered into force, Georgia’s business environment was already 

competitive, thanks to the systemic reforms undertaken by the country to tackle 

corruption, to strengthen property rights and to introduce significant tax and legislative 

incentives for foreign investors. Georgia’s track record in its fight against corruption was 

positive though stagnating according to international surveys. For example, in the Doing 

Business 2014 report produced by the World Bank, which compared business regulations 

across 189 countries worldwide, Georgia was ranked eighth;45 according to the World Bank 

Enterprise Survey 2013, for 85.8% of entrepreneurs corruption was no obstacle to 

business operations;46 and according to Transparency International’s Global Corruption 

Barometer 2013, only 4% of the population reported that they had paid a bribe in the past 

year.47 Georgia was ranked 22nd in the world in the 2014 Index of Economic Freedom by 

the Heritage Foundation.48  

Following the entry into force of the DCFTA, Georgia improved its rank in the 

Doing Business 2019 report and was named the sixth best country in the world for the 

setup and operation of a local firm.49 While the number of respondents in the World Bank 

Enterprise Survey 2019 for whom corruption was no obstacle for business operations fell 

slightly to 80.2%,50 the country improved its ranking in both the Corruption Perception 

Index (44th)51 and the Index of Economic Freedom (16th)52 by 2019. However, recent 

political tensions in the country have resulted in a deterioration in trust among foreign 

investors. The construction of the Anaklia Deep Sea Port on the Black Sea, which was 

intended to attract large inflows of FDI from European and American investors, remains 

on hold.53  

Overall, Georgia’s own economic policy and reforms, already undertaken before the 

signing of the DCFTA, had significantly improved the investment climate. Given its 

importance and comprehensive nature, the DCFTA has further strengthened these 

positive effects and supported Georgia’s efforts towards the amelioration of the 

investment climate in the country.  

5.4 Macroeconomic and budgetary effects of the DCFTA (Task 11.4) 

This section builds on the CGE model output on the DCFTA’s impact on Georgia’s main 

macroeconomic indicators. The analysis is complemented by an examination of the 

government’s budget and public debt since the Agreement’s provisional entry into force in 

2014. The sources of the data used for the analysis are the data contained in GTAP 10 

                                           
45 www.doingbusiness.org/en/reports/global-reports/doing-business-2014  
46 https://microdata.worldbank.org/index.php/catalog/1930  
47 https://images.transparencycdn.org/images/2013_GlobalCorruptionBarometer_EN_200525_112757.pdf  
48 www.heritage.org/index/pdf/2014/book/index_2014.pdf  
49 www.doingbusiness.org/en/reports/global-reports/doing-business-2019  
50 https://microdata.worldbank.org/index.php/catalog/3732/data-dictionary/F2?file_name=georgia_2019_ 
full_data.dta  
51 www.transparency.org/en/cpi/2019/index/geo 
52 www.heritage.org/index/pdf/2019/book/index_2019.pdf  
53 This is due, among others, to disputes between the Anaklia Development Consortium and the Georgian 
Government, and the preparation of a new tender for further development of the port. See for instance, News 
Agency, Agenda.ge: https://agenda.ge/en/news/2020/494. 

http://www.doingbusiness.org/en/reports/global-reports/doing-business-2014
https://microdata.worldbank.org/index.php/catalog/1930
https://images.transparencycdn.org/images/2013_GlobalCorruptionBarometer_EN_200525_112757.pdf
http://www.heritage.org/index/pdf/2014/book/index_2014.pdf
http://www.doingbusiness.org/en/reports/global-reports/doing-business-2019
https://microdata.worldbank.org/index.php/catalog/3732/data-dictionary/F2?file_name=georgia_2019_full_data.dta
https://microdata.worldbank.org/index.php/catalog/3732/data-dictionary/F2?file_name=georgia_2019_full_data.dta
http://www.transparency.org/en/cpi/2019/index/geo
http://www.heritage.org/index/pdf/2019/book/index_2019.pdf
https://agenda.ge/en/news/2020/494
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(see Section 5.1.4 for further details on the data used for the CGE modelling exercise) and 

the Ministry of Finance (MoF). As described in Section 5.1.4, the CGE model output 

contains important limitations and some potential biases on the data used for the exercise. 

5.4.1 Macroeconomic and budgetary impact 

The DCFTA’s impact on the main macroeconomic variables (as captured by the CGE model) 

has been rather limited (see table below). Thanks to preferential treatment under the 

extended preferential scheme (GSP+), Georgia has been allowed to export around 7,200 

products to the EU free of customs duty since 2005. Coupled with extensive reforms 

carried out by the Georgian Government, by the time the Agreement’s provisions came 

into force the major benefits of liberalised trade with the EU had already materialised. 

Therefore, the small changes reported by the CGE modelling are largely aligned with 

expectations.  

According to the International Monetary Fund (IMF), private consumption and investment 

were the main drivers of real GDP growth in Georgia over the period 2014 to 2019, while 

the contribution of net exports was limited.54 Since then, the recovery from the recession 

induced by COVID-19 has continued to gain traction in spite of a decline in tax revenues 

as a proportion of GDP.55 As argued in sections 5.1.1 and 5.1.2, the abolition of the 

remaining import duties in nearly all products led to an increase in Georgian exports to 

the EU after 2014. However, the change was too small to drive significant real GDP growth. 

The CGE model estimates the impact of the DCFTA on Georgia’s GDP to be EUR 8 million 

(or 0.04%) over the period 2014 to 2019. The impact of external demand from outside 

the EU seems more important than demand from EU, given that the EU’s share in Georgia’s 

total goods exports fell shortly after 2014.  

Table 12. Main macroeconomic and budgetary impact of the DCFTA on Georgia 

Variables Impact 

GDP EUR 8 million (0.04%) 

Consumption  - EUR 4 million (-0.02%) 

Current account surplus without FDI EUR 0 million (0.00%) 

Capital EUR 5 million (0.08%) 

Fiscal tax receipts - EUR 2 million (-0.49%) 

Budget devoted to final consumption EUR 0 million (-0.21%) 

Total investment in the region EUR 1 million (0.08%) 

Source: based on CGE modelling undertaken by DG Trade. 

 

The DCFTA did not lead to a significant impact on Georgia’s main macroeconomic and 

budgetary indicators. The biggest estimated impact on the Georgian economy was a 

decline in fiscal tax receipts of approximately EUR 2 million (-0.49%). While important 

domestic consumption growth (the most important driver of GDP growth)56 took place over 

this period, the CGE results suggest that this cannot be attributed to the DCFTA’s 

implementation. While the impact on capital and investment is estimated to be positive, it 

was rather limited (0.08% in both cases). 

                                           
54 IMF (2018), Georgia, Article IV, Washington, D.C. 
55 IMF (2021), Georgia, Article IV, Washington, D.C. 
56 IMF (2018), Georgia, Article IV, Washington, D.C. 
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Furthermore, during 2014 to 2019, the general government’s outlays consistently 

outstripped revenues by an average of GEL 499 million (1.3% of nominal GDP).57 Indeed, 

the rather small fiscal deficit owes to standing macroprudential policies that saw an 

expansion in public revenues in line with expenditure.58 As a proportion of GDP, however, 

expenditure did remain above government revenues (average of 27.9% versus 26.6%), 

while total general government gross debt averaged 37.8% of GDP. 

Table 13. Government debt indicators for Georgia 

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

Total government debt as % of GDP 

30.9% 33.6% 29.7% 30% 31.4% 33% 39.3% 42.4% 42.4% 38.9% 40.4% 

Government external debt as % of GDP 

25.3% 28.1% 24.8% 25.3% 26.4% 26.6% 32.4% 35.1% 34.9% 31.6% 32% 

Source: Ministry of Finance of Georgia. 

 

According to the MoF of Georgia, government debt increased significantly after 2014 to 

above its pre-2014 levels (on average, 31% of GDP). As Table 13 above shows, it grew 

from 33% of GDP in 2014, peaked at 42.4% in 2016, and then remained at around 39-

42% of GDP. Government external debt followed the dynamics of total government debt, 

averaging around 81% of total government debt throughout the entire period. Georgian 

public debt remains sustainable, although the IMF points out that fiscal risks are still 

significant,59 in particular those arising from high-risk state-owned enterprises (SOEs) and 

weak public investment management.  

5.5 Remittances 

Remittances play an important role in Georgia’s economy. It is worth noting that 

remittances can only be measured imprecisely, based on data on bank transfers that are 

often underestimated.60 According to the National Bank of Georgia (NBG), remittances in 

2019 were about USD 1.5 billion, or 10% of GDP. The World Bank reports a substantially 

higher number of over USD 2 billion, or 12.3% of GDP.61 

Georgian sources report that in 2019 about one half of total (inward) remittances, i.e. over 

USD 700 million, originated in Russia. Much less came from EU Member States, with a 

total of about USD 400 million.62 This could partially be explained by the fact that Georgia 

only started benefiting from the visa-free regime with the EU in 2017. This regime should 

ease the mobility of people and have spillover effects on growth of remittances from the 

EU countries to Georgia. There also seem to be some outward remittances from Georgia, 

but these are five to eight times smaller than incoming ones.63 

                                           
57 IMF (2021), World Economic Outlook database, https://www.imf.org/en/Publications/SPROLLs/world-
economic-outlook-databases#sort=%40imfdate%20descending 
58 IMF (2021), Georgia, Article IV, Washington, D.C. 
59 IMF (2018), Georgia, Article IV, Washington, D.C. 
60 For more details, see https://blogs.worldbank.org/peoplemove/estimating-bilateral-remittances 
61 https://www.knomad.org/data/remittances 
62 Note: The distribution across EU Member States is only weakly correlated with the number of Georgian citizens 
living in the EU. 
63 https://ec.europa.eu/eurostat/databrowser/view/MIGR_POP1CTZ__custom_1926981/default/table?lang=en 

https://www.imf.org/en/Publications/SPROLLs/world-economic-outlook-databases#sort=%40imfdate%20descending
https://www.imf.org/en/Publications/SPROLLs/world-economic-outlook-databases#sort=%40imfdate%20descending
https://blogs.worldbank.org/peoplemove/estimating-bilateral-remittances
https://www.knomad.org/data/remittances
https://ec.europa.eu/eurostat/databrowser/view/MIGR_POP1CTZ__custom_1926981/default/table?lang=en
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6 ASSESSMENT OF REGULATORY APPROXIMATION (TASK 12) 

6.1 Assessment of the state of play of regulatory approximation to EU acquis 

in the Group 1 areas (Task 12.1) 

6.1.1 SPS 

Georgia is continuing to implement reforms in the food safety area and introduce SPS 

standards within the framework of the ongoing approximation process. Approximation of 

the main horizontal EU legislation has already taken place, but further efforts are needed 

in respect of the so-called vertical regulations, i.e. those for particular sectors and/or 

products. Of the total number of EU legal acts to be approximated in 2015 to 2020 (144 

directives and regulations), Georgia achieved about 87% within the agreed timeline, and 

about 5% of legal acts were approximated to EU acquis later than envisaged, namely in 

2021 (about 8% of EU legal acts are not relevant to Georgia). The EU and Georgia have 

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 small and medium-sized enterprises (SMEs). Challenges are mostly related to the lack 

of financial resources of these companies to comply with new rules, and to limited human 

capacity. Institutional strengthening of the National Food Agency (NFA) is strongly 

supported by the EU through technical and financial assistance programmes.  

Regulation (EU) No 1169/2011 was selected as an illustrative example for analysis 

because it applies to a broad range of food products, causes some compliance costs for 

business operators and is important for consumers in terms of providing more information 

about respective products. 

 

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 the Approval of Technical Regulation for Providing Consumers with Information about 

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

Legislative approximation of the regulation was supported by an EU Comprehensive 

Institution Building (CIB) programme, which was implemented by the NFA. The 

programme was an important tool to develop the institutional capacities of the NFA and to 

assist it in further transforming its competences and practices in line with the 

approximated SPS legislation. To increase public awareness of the upcoming legislation, 

the Ministry of Environmental Protection and Agriculture (MEPA) made the draft available 

for public consultation (by placing it on its website for one month) and organised meetings 

with stakeholders. In addition, the Business Ombudsman was involved in the consultation 

process, which both collected and disseminated relevant information to the business 

sector.  

At the first stage, when the technical regulation was adopted in 2016, a transitional period 

of two years was established. Following the consultations with business operators and the 

Business Ombudsman, the entry into force of this regulation was postponed until March 

2019. Even though business operators and stakeholders were consulted extensively, they 

were not ready to implement the upcoming legislation on time. The stated reasons were 

the lack of financial resources and the lack of necessary technical training of the private 

sector. In order to assist business operators and stakeholders to overcome these 

problems, the government launched an information campaign, which included training and 

information-sharing meetings with the business community across the country. The new 

regulation took effect in March 2019. As at today, in most cases food labels placed on the 

market meet the established requirements.64 

                                           
64 National Food Agency (NFA). 
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6.1.2 TBT 

Georgia is advancing in the process of approximation of legislation and relevant systems 

in the TBT area with the EU norms and practices. The main requirements of horizontal 

legislation as provided in Annex III-B to the Agreement were approximated in the Code of 

Free Movement and Safety of Products, which was adopted in 2012. As for the sectoral 

legislation, the approximation of which is envisaged by Annex III-A, Georgia approximated 

11 directives and regulations out of 13, the approximation of which was expected by 2020, 

according to the timetable, and one directive (on construction products) ahead of the 

approximation timetable. In total, Georgia approximated 12 directives and regulations. 

Overall, the approximation process is following the TBT approximation timetable of the 

DCFTA. However, the technical regulation on the marketing of construction products, 

which is analysed below, was adopted before the approximation deadline. The main reason 

for early adoption was to ensure the safety of construction materials, given that this sector 

is among the fastest developing sectors in Georgia’s economy.  

 

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

construction products 

The Government of Georgia decided to approximate the legislation for key construction 

products (which are most used in construction and are imported from non-EU countries). 

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 Georgian National Agency for Standards and Metrology 

(GEOSTM).  

The evaluation team gathered relevant information from the responsible government 

authorities, from importers and producers of the above-mentioned construction materials 

and from conformity assessment bodies. Considerable preparatory work was reportedly 

carried out before the adoption of the technical regulation. This included several meetings 

with importers and manufacturers of construction products to provide them with detailed 

information on regulatory requirements and understand their capacity to adhere to and 

implement them. Since 2018, a number of meetings have been held in all regions of 

Georgia. The management of the Technical and Construction Supervision Agency and 

inspectors involved in the market surveillance of construction products have been 

conducting meetings, presentations and workshops with all relevant manufacturers and 

importers involved.  

Despite all of these measures, considering the anticipated difficulties in the implementation 

process, the government decided to postpone the start of the implementation, and 

suspended Government Decree N476 Establishing Technical Regulations on Construction 

Products, adopted in November 2018. Accordingly, the enactment of the regulation was 

postponed till January 2019.  

To ensure the smooth implementation of the regulation, an electronic system was 

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

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

required by Regulation (EU) 2019/1020.65  

During and after the adoption of the technical regulation, MSA staff were trained to 

increase their awareness of the legislation and best practices in the EU Member States. 

Training also included a number of visits to the EU Member States, such as Lithuania, the 

UK and Belgium to get acquainted with market surveillance procedures for construction 

                                           
65 The documentation is submitted to the RS and MSA at the same time, which allows for a risk-based assessment, 
making customs surveillance more effective. It must be mentioned that other products are gradually being 
integrated into the system as well. 
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products. Training was conducted under the twinning project66 and the ongoing AA facility 

project.67 

It should be noted that implementation of this regulation is challenging because it covers 

a broad range of construction materials and, in addition to this, Georgian laboratories still 

lack the capacity to perform the testing of such products (more details under Task 12.3). 

6.1.3 Public procurement 

The legislative approximation process to EU norms and practices in public procurement is 

ongoing, but with delays. The public procurement roadmap, which was elaborated by 

Georgia was submitted to the European Commission. The roadmap considers five phases 

of approximation. Georgia has already completed phase 1 by establishing an independent 

Dispute Resolution Council (DRC).68 

To provide a deeper insight into the procurement process and practice, the open tender 

procedure was selected as an illustrative example, since it is used for about 80% of tenders 

in terms of both quantity and value. The introduction of the open tender procedure was 

envisaged by the DCFTA,69 namely through the approximation of Georgian public 

procurement legislation to the basic elements of Directive 2004/18/EC, which was later 

repealed by Directive 2014/24/EU.  

 

Open procedures 

In open procedures any interested economic operator may submit a tender/bid in response 

to a call for competition. Such procedures are conducted within the framework of the 

Georgian Electronic Government Procurement System ‘e-Procurement’. These open 

procedures used several e-tools, such as:  

 Sealed bid electronic tenders, which operate like a so-called sealed bid auction. 

Proposals can be submitted only once. All proposals (including identity of bidders 

and financial offer), except for the best one remain sealed until the tender is 

finalised and the winner is awarded. 

 Electronic tenders with reverse auctions, whereby bidders can submit bids through 

the e-Procurement system and reduce the submitted bid price (considering the 

value of the bid reduction step) in order to win the tender, via electronic reverse 

auction. 

 Electronic tenders with multiple award criteria, i.e. on the basis of price-quality 

ratio. These envisage the procurement of goods, services and construction works 

on the basis of price as well as other quantitative (countable) quality criteria. The 

best bidder is identified on the basis of price-quality ratio, calculated via the unique 

algorithm incorporated into the e-Procurement system, using the so-called Most 

Economically Advantageous Tender (MEAT) method. 
 Electronic tenders with two-stage procedures, whereby the tender is conducted 

according to the so-called prequalification procedure. The selection of a winner is 

based not only on the lowest price, but also on countable qualitative criteria, which 

should be elaborated by a contracting authority. The tender documentation 

(published by the contracting authority) must include these criteria (with specific 

weights), applicable for evaluation of a tender proposal.  The bidders submit tender 

proposals, qualification documents and a cost breakdown.  After the evaluation of 

all the bidders, if tender terms and conditions are met, the contracting authority 

                                           
66 ‘Strengthening the Capacities of the Technical and Construction Supervision Agency (TCSA) in Development 
of the Market Surveillance System in Georgia’, 2018-2019. 
67 ‘Facility for the implementation of the Association Agreement in Georgia II’, 2019-ongoing. 
68 Seventh meeting of the EU-Georgia Association Committee on Trade Configuration, Joint Report, February 
2021.  
69 Annex XVI-B, Chapter 8 Public Procurement. 
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will invite the bidder with the lowest price proposal, in accordance with the 

established procedure for the execution of the contract.  
Based on available statistics, the share of value of public procurement contracts concluded 

on the basis of an open procedure increased by 112% during 2014 to 2019, and its share 

in the total value of public procurement contracts rose from 68 to 82%.70 Public 

procurement conducted through open procedures is implemented effectively. 

Two examples of tender procedures are provided below, which are not typical, since they 

are caused by ineffective implementation. In both cases, concerns were raised by actual 

or interested bidders. The first case (procurement by JSC Georgian State Electrosystem), 

involving an actual bidder, was brought to the Dispute Resolution Board (DRB) by the 

bidder; the second case (JSC Georgian Railway) related to an interested bidder who 

expressed concerns to the procuring agency, but obtained no reply. 

Open tender case: an electronic tender on the procurement of electric equipment (electric 

motors, generators, etc.) was announced by the JSC Georgian State Electrosystem. Three 

rounds of bids were conducted and the winner was selected by the tender committee. One 

bidder submitted a complaint to the DRB71 and requested the cancellation of the decision 

of the Tender Committee (of the contracting authority) on granting the procurement 

contract, and the revision of the reference list insofar as it related to the 10 years of 

experience criterion. The DRB reviewed the complaint and upheld it, forcing the Tender 

Committee to review its decision. As a result, the Tender Committee overturned its earlier 

decision and sent the submitted documentation to a technical consultant for additional 

revision. As a result, the winning company was disqualified and the procurement contract 

was awarded to the appellant. 

There are cases of procurement that raise concerns in terms of non-transparency and are, 

as such, considered as ‘risky’ by Transparency International’s Tender Monitor.72 Some of 

these cases include procurement bids by foreign companies: one such example is an 

electronic tender announced on 10 June 2021 by the JSC Georgian Railway (more than 

50% government owned) for the procurement of mainline rails (estimated price of the 

tender GEL 52.8 million).73 The form of procurement was a Special Procurement Procedure 

(GEO), based on Government Decree N81474 on the Procurement of Goods and Services 

by the JSC Georgian Railway and some of its subsidiaries. The Special Procurement 

Procedure allowed the JSC Georgian Railway to procure goods defined by the same 

procedure, which are specific for its operation through electronic tender or from a single 

source upon approval of single source procurement by the supervisory board of the 

company. Only one company participated in the bidding and won the tender after three 

rounds of bidding, which led to a procurement contract signed on 8 September 2021, at 

the initial tender price. As reported by Transparency International Georgia, the 

organisation received a letter from an Austrian company, which complained that the tender 

had been artificially restricted. The Austrian company added that tender requirements 

made participation in the procurement process impossible, even for an experienced 

company with a track record of supplying railway equipment to former Soviet Union 

countries. More specifically, the Austrian company pointed out the following requirements: 

request for a conformity assessment certificate of the Customs Union for rails; 

announcement of the tender in Georgian and Russian languages only; and short duration 

(21 days) between the tender announcement and a bidding deadline, which, in its opinion, 

was a very short time for a non-resident company to prepare the bid.75 The Austrian 

                                           
70 Annual Reports of the State Procurement Agency (SPA). 
71 https://tenders.procurement.gov.ge/dispute/ 
72 The Tender Monitor, created by the Transparency International Georgia, monitors government spending. 
73 Electronic portal of public procurement; Transparency International Georgia 
74 Government Decree N814 of 30 December 2020 was adopted according to Art. 3 para. ‘a.h’ of the Law of 
Georgia on Public Procurement, based on which the government has the right to adopt a special procurement 
rule for the procurement of goods and services by the company/organisation, more than 50% of the shares of 
which are held by the state or local municipality. The duration of such rule should not be more than two years 
after its adoption. This Decree was in force from 1 January till the end of the year. 
75 Transparency International Georgia 

http://procurement.gov.ge/en/page/AnalyticalStudiesReports
https://tenders.procurement.gov.ge/dispute/
https://tendermonitor.ge/en/about
https://tenders.procurement.gov.ge/public/?go=406939&lang=ge
https://transparency.ge/en/blog/tender-announced-georgian-railway-restricts-competition
https://transparency.ge/en/blog/tender-announced-georgian-railway-restricts-competition
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company sent the letter of complaint to the JSC Georgian Railway also, but reportedly 

received no answer . 

6.1.4 Customs procedures 

Georgia’s customs services were radically reformed over a decade ago, and are now 

considered by stakeholders to be fast, efficient and free of corruption. Georgia dramatically 

reduced its customs duties by abolishing them on 84% of goods, and cutting down from 

16 different customs duties to three by 2007, setting them at 0%, 5% and 12%. In 

addition, it streamlined customs procedures and upgraded the relevant infrastructure. One 

of the biggest reforms relate to the modernisation of customs administration through the 

establishment of the Revenue Service (RS) in 2011, which combines tax procedures and 

border-control functions.76 Other modernisation efforts can be observed in the increased 

use of automated systems and online clearance procedures.77 These automated systems 

are operational throughout the country and integrated in the RS customs information 

system. The Automated System for Customs Data ASYCUDA World can be accessed by 

personnel of the RS and through a password by traders.78 The time required for clearance 

and inspections by customs authorities for exports is around one hour, with costs of around 

EUR 85.49.79 The time required for imports is around 5.8 hours, with costs of around EUR 

128.24.80 Substantial investments were made on the sophistication of customs 

infrastructure: modern customs clearance zones were established, which dramatically 

simplified the customs clearance of goods. In addition, a risk-based control approach was 

introduced, whereby e-declarations based on risk level are channelled to different risk 

corridors, further simplifying the process of customs clearance.  

Furthermore, based on the Global Enabling Trade Report 2016, corruption is unlikely in 

custom clearance processes in Georgia, and businesses indicated that bribes to customs 

agents were very rare.81  

During the seventh EU-Georgia ACTC meeting in February 2021, no specific trade concerns 

were reported. In fact, there were no significant changes regarding whether – and to what 

extent – customs and trade regulations seemed to be an obstacle for enterprises.82 For 

instance, only 7.7% of private sector firms in Georgia identified customs and regulations 

as a major constraint.83 Furthermore, reforms are underway for the implementation of an 

effective and efficient market surveillance system.84 In this regard, the new Market 

Surveillance Agency (MSA) has been functioning since January 2020.85 Additionally, 

Georgia has already brought its Customs Code in line with the EU Customs Code, and 

secondary legislation is being adopted to implement the new Customs Code in a timely 

manner.86 In line with these changes, the RS has launched a new website to improve 

communication between operators. Georgia is also working on joining the Common Transit 

                                           
76 Regulatory and Procedural Barriers to Trade in Georgia, 2018. 
77 Introduction of the UNCTAD Automated System for Customs Data (ASYCUDA), Regulatory and Procedural 
Barriers to Trade in Georgia, 2018, p. 32. 
78 Regulatory and Procedural Barriers to Trade in Georgia, 2018, p. 32. 
79 Converted from USD 100, August 2021; World Bank Group, Doing Business 2020, Economic Profile Georgia. 
80 Converted from USD 150, August 2021; World Bank Group, Doing Business 2020, Economic Profile Georgia. 
81 Global Enabling Trade Report 2016, http://reports.weforum.org/global-enabling-trade-report-2016/; Georgia 
Corruption Report, www.ganintegrity.com/portal/country-profiles/georgia/ 
82 See Enterprise Surveys data for Georgia for an overview of the sample of the biggest obstacles faced by private 
sector firms in Georgia from March 2019 to January 2020, www.enterprisesurveys.org/ 
en/data/exploreeconomies/2019/georgia#2; Comparison between BEEPS report on Georgia for 2006 with 
interesting pre-DCFTA insights and a similar BEEPS report for 2020. The 2006 report is available at: 
https://openknowledge.worldbank.org/bitstream/handle/10986/9447/691830BRI0P091036B00PUBLIC00Georgi

a.pdf?sequence=1&isAllowed=y. For registered users, the 2020 report is available at: www.beeps-
ebrd.com/data/2018-2020/ 
83 Enterprise Surveys data for Georgia, www.enterprisesurveys.org/en/data/exploreeconomies/2019/georgia#2 
84 Seventh EU-Georgia Association Committee in Trade Configuration (ACTC), 3-4 February 2021. 
85 Ibid. 
86 Ibid. 
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http://www.ganintegrity.com/portal/country-profiles/georgia/
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https://openknowledge.worldbank.org/bitstream/handle/10986/9447/691830BRI0P091036B00PUBLIC00Georgia.pdf?sequence=1&isAllowed=y
https://openknowledge.worldbank.org/bitstream/handle/10986/9447/691830BRI0P091036B00PUBLIC00Georgia.pdf?sequence=1&isAllowed=y
http://www.beeps-ebrd.com/data/2018-2020/
http://www.beeps-ebrd.com/data/2018-2020/
http://www.enterprisesurveys.org/en/data/exploreeconomies/2019/georgia#2
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Convention (CTC) and implementing the New Computerised Transit System (NCTS). This 

has led to a project for the introduction of the NCTS, which will be implemented by UNCTAD 

in 2021 to 2022.87 Georgia has reiterated its support for the amendment to the Pan-Euro-

Mediterranean (PEM) Convention and stated that it is developing an e-certificate to be 

used for Rules of Origin (RoO). Georgia also highlighted the need to introduce the 

electronic exchange of customs-related information as an efficient way to communicate 

with the EU.88 

Progress is underway 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.89 As such, one of the outstanding changes that Georgia needs to introduce is 

the adoption of a comprehensive approach for developing AEO schemes based on the EU 

model. 

According to the results of stakeholder interviews conducted within the framework of this 

project, opinions gathered from the Georgian business sector regarding the improvement 

of customs procedures were divergent. Some participants think that since the entry into 

force of the DCFTA the costs and time needed to comply with customs procedures have 

been reduced, whereas others saw no significant change, given that customs procedures 

had been simplified even before the introduction of the DCFTA. 

6.2 Cost and benefits analysis of regulatory approximation (Task 12.2) 

6.2.1 Methodological approach 

Pursuant to the methodological approach agreed with DG Trade in December 2021, this 

task was primarily carried out by using a qualitative approach to the findings gleaned from 

desk research and consultation activities (surveys, in-depth interviews, focus groups and 

workshops). The assessment provides a contextualisation for the findings and anecdotal 

evidence collected for other tasks, without claiming to be exhaustive or fully 

representative. 

The cost-benefit analysis for each Group 1 area consists of the following three steps:  

1. Implementation status of EU acquis: assessment of the implementation status of legal 

requirements in the respective Group 1 areas. 

2. Evidence for each Group 1 area: evidence provided by the respective local partners and 

gleaned from consultation activities carried out for other tasks, however anecdotal, is 

outlined for SPS, TBT, public procurement, customs and services (in maritime transport). 

Where possible, this evidence is supplemented with quantitative data. A typology and 

qualitative assessment of potential costs and benefits is given for public and private 

sectors. 

3. Contextualisation of findings: findings are put into a broader perspective, using 

information obtained for other tasks. Guiding questions are: 

 To what extent are costs associated with the DCFTA proportional to the benefits 

they have generated (cf. EQ 7)? 

 Have these costs and benefits been proportional among the different stakeholder 

groups and interests (cf. EQ 8)? 

 Have there been unnecessary regulatory costs (including administrative burden) 

(cf. EQ 9)? 

                                           
87 Revenue Service Annual Report 2020, p. 8. See also: seventh EU-Georgia ACTC, 3-4 February 2021. 
88 Seventh EU-Georgia ACTC, 3-4 February 2021. 
89 Ibid.; Regulatory and Procedural Barriers to Trade in Georgia, 2018. 
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Finally, critical and conclusive considerations of the assessed developments are presented. 

Where appropriate, these include recommendations. 

6.2.2 SPS 

1. Implementation status of EU acquis 

Georgia is advancing in the approximation of SPS regulations, as envisaged by the DCFTA, 
and has already approximated its legislation to about 87% of EU legal acts within the 
agreed timelines. About 5% of legal acts were approximated with some delays and 8% of 
acts are not relevant to Georgia. The process of revising the SPS approximation list is 
ongoing, within the framework of dynamic approximation, with the aim of reflecting the 
latest legislative developments in the EU and of reducing the number of acts that might 
be not relevant to Georgia. Elaboration of new legislation is ongoing, and is undergoing 
stakeholder consultation. 

Considering the local context, most regulations adopted by Georgia include transitional 
periods in order to give the private sector more time to comply with the new regulations. 
Most legal acts are in conformity with the respective EU regulations. 

 

2. Evidence for each Group 1 area  

Implementation of SPS regulations brings about regulatory costs for the business sector, 
especially for SMEs, and requires additional resources from the state (human, financial 
(for monitoring, control and inspections) and adequate institutional capacities. 

The production of food products (and beverages) is the major sector, constituting about a 
third of industry and half of manufacturing (in terms of output),90 the number of business 
operators in this sector is high (about 46,600) and the coverage of application is broad; 
even broader if primary production is considered. Respectively, implementation of SPS 
measures raises compliance costs for many companies/business operators related to, 
among others, hygiene, hazard analysis and critical control points (HACCP) and labelling 
requirements, rearrangement of production lines and increases in skills and qualifications. 
In addition, there is still a lack of laboratory capacity in Georgia, which increases the cost 
of testing and analysis. This issue was also raised by stakeholders during the consultations. 

 

3. Contextualisation of findings 

Implementation of the DCFTA in the area of food safety positively influences the 

competitiveness of food and agricultural production, not only on the Georgian market 

(where local producers compete with a large volume of imported products) but also 

abroad, thanks to the increased safety and ‘quality’ of local products. Increased product 

safety has a positive effect on consumers. Concerning costs and benefits, at this stage the 

regulatory and administrative costs incurred for the implementation of food safety 

measures appear to be higher compared to the monetary benefits, More benefits can be 

generated in the longer term, however, taking into account increased export opportunities 

to the EU (except for those companies that already benefited, having started or increased 

their exports to the EU), the expansion of markets, increased ‘quality’ of food and 

agricultural products, and increased investment opportunities (because of free trade with 

the EU). This also emerged from the stakeholder consultations. The majority of 

respondents did not believe that the DCFTA had generated any unnecessary costs. In the 

opinion of some respondents, regulatory compliance costs could be considered as 

investment in future competitiveness. 

6.2.3 TBT 

1. Implementation status of EU acquis 

                                           
90 Geostat. 
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In the TBT area, Georgia approximated its legislation with horizontal EU legislation in 2012 
by adopting the Code on Free Movement and Safety of Products. With regard to sectoral 
directives, the approximation timeline is being respected for 11 out of 13 directives, which 
comply with the respective EU legal acts. Georgia also approximated the EU directive on 
the marketing of construction products ahead of the approximation deadline, mostly to 
ensure the safety of materials, given that construction is one of the fastest developing 
sectors in Georgia’s economy. However, at this stage this regulation is applicable only to 
selected/priority products. 

Under dynamic approximation, with the aim of reflecting the latest legislative developments 

in the EU, the approximation list of sectoral directives in TBT was updated. 

 

2. Evidence for each Group 1 area  

Given that industrial production is not well developed in Georgia and that most industrial 
goods are imported, directives already approximated in the TBT area (with the exception 
of the directive on construction materials) affect producers less compared to importers, 
for whom compliance costs are higher, among others due to conformity assessment 
procedures, and in some cases the cost of switching to suppliers / supply markets that 
comply with the regulations.  

Implementation of EU legislation on TBT creates costs for the public administration 
because of the need to engage in market surveillance. In 2020, the new agency for market 
surveillance (MSA) was established, following the separation of market surveillance 
functions from the Technical and Construction Supervision Agency (TCSA), which required 
additional expenditures from the state in terms of both establishment of the new institution 
and enforcement. These costs are necessary for the development of effective market 
surveillance system and, importantly, for consumer protection. Therefore they are 
justifiable. 

In the case of construction products, it is worth mentioning that construction is the fourth 

largest sector in terms of Georgian GDP, with an 8.7% share in 2020; and the second 

largest in terms of gross output, with a 12.7% share (total gross output after 

manufacturing).91 Respectively, the demand on construction materials is high. Even 

though the new/approximated regulation at this stage applies to priority (and frequently 

used) construction materials and not to all materials, it covers a broader array of products 

and businesses (producers, importers, distributors, etc.) than other pieces of (already 

approximated) legislation on TBT. As such, it causes higher compliance costs for market 

players. Another issue that raises costs is the lack of testing capacity of laboratories for 

conformity assessment. These issues were identified by stakeholders during the 

consultations. The DCFTA played an important role in the development and improvement 

of the market surveillance system in Georgia, among others through the establishment of 

the MSA, with broader functions and responsibilities than its predecessor, the TCSA. 

 

3. Contextualisation of findings 

Implementation of the DCFTA requirements in the TBT area has had a positive influence 
on consumers in terms of increasing safety requirements on industrial products and goods 
placed on the market. Considering the specificity of the Georgian industry and market, 
overall the implementation of TBT regulations has not caused any substantial additional 
costs, compared to the corresponding benefits. The only exception may be the regulation 
on the marketing of construction products, which is facing problems due to the limited 
available skills in testing construction materials and, as a result, difficulties in conformity 
assessment. However, considering the importance of safety of buildings, and development 
trends in the construction sector itself, implementation is perceived positively by 
stakeholders in terms of the increased safety of construction materials.  

                                           
91 Geostat. 
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Stakeholders from the respective sectors also reported an increase in the price of goods 

covered by the new regulations. The market surveillance system still needs to be 

developed, and alongside further approximation, enforcement costs are due to rise. 

6.2.4 Public procurement 

1. Implementation status of EU acquis 

Georgia is advancing in the process of approximation of EU acquis in public procurement 

envisaged by the DCFTA, but with significant delays. It should be mentioned that Georgia’s 

public procurement system underwent significant reforms before the DCFTA entered into 

force, among others by introducing e-procurement (2010). This fully replaced paper-based 

procurement, which was challenged by corruption risks, non-transparency and restricted 

competition. A dispute resolution mechanism was also established. Implementation of EU 

legislation in this area can increase transparency, market openness and bring Georgia’s 

pubic procurement system closer to the best EU practices.  

According to the Law on Public Procurement (Article 11) the decision on granting a 

procurement contract/selection of a winner is made by a tender committee of the 

contracting authority by a majority of votes (from the list of the committee members). A 

member of a tender committee who disagrees with the decision of the committee may 

submit his/her opinion in writing, which shall be attached to the decision of the tender 

committee. In the case of equal votes, the vote of the chairperson of a tender committee 

shall be decisive. 

As envisaged by the DCFTA, in 2016 Georgia elaborated a public procurement roadmap 
for the gradual, five-phase approximation of national legislation to the respective EU 
legislation and institutional reforms. In 2020, changes to the Georgian Law on Public 
Procurement were introduced in accordance with EU 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) in 2018.92 At this stage, a new law in public procurement 
is being prepared, which aims to approximate to the requirements of the remaining EU 
directives. 

 

2. Evidence for each Group 1 area  

Implementation of EU directives in public procurement has incurred some costs, mostly 
related to the establishment of a PPP agency and an independent DRC. Benefits are 
associated with increased transparency and improved procurement rules, thus creating a 
more competitive environment for both local and international companies, as well as 
increased options for procurement for efficient spending of public resources. According to 
the majority of stakeholders interviewed, the DCFTA has had a positive effect on improving 
the public procurement system in general, but operational objectives have not yet been 
achieved.  Most stakeholders (except for public sector representatives) are not aware of 
market liberalisation on the EU side for Georgian companies. 

To sum up, the costs and benefits at this stage are moderate. More benefits are expected 

to be generated in the medium term when Georgia completes its public procurement 

reform, as envisaged by the DCFTA and public procurement roadmap, and also when 

Georgian companies will be able to participate in the EU procurement procedures. 

 

3. Contextualisation of findings 

Before the DCFTA, Georgia had made substantial reforms in public procurement through 

the introduction of e-procurement. A new wave of reforms started within the framework 

of the DCFTA. An increase in the independence of the dispute review body, through the 

establishment of a DRC, is a step forward in ensuring the impartiality of dispute resolution 

                                           
92 https://matsne.gov.ge/ka/document/view/4193442?publication=2  

https://matsne.gov.ge/ka/document/view/4193442?publication=2
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and creating a more competitive environment in public procurement. Gradual 

approximation to the EU norms in public procurement has further improved an already 

reformed system. This is a good example of the positive impact of the DCFTA, reflected in 

institutional strengthening and improvement, and increased transparency of public 

procurement procedures. The costs and benefits at this stage are moderate, and greater 

benefits are expected in the medium term. 

6.2.5 Customs 

1. Implementation status of EU acquis 

Georgia implemented DCFTA obligations in the customs area, though with a one-year 

delay. A new Customs Code was adopted in line with Regulation (EU) No 952/2013, which 

entered into force in 2019. The requirements of Council Regulation (EC) No 1186/2009 on 

relief from customs duty were also incorporated into the new Customs Code. For the 

implementation of Regulation (EU) No 608/2013, in 2017 Georgia adopted the Law on 

Border Measures Related to Intellectual Property Rights. Draft laws were discussed with 

relevant stakeholders before their adoption and informational meetings were conducted 

with stakeholders. By adopting the aforementioned laws, Georgia has fulfilled the DCFTA 

obligations related to the approximation of EU acquis. However, Georgia has not yet 

acceded the Common Transit Convention as envisaged by the DCFTA and related 

provisions has not approximated at this stage. Georgia plans to accede to the Common 

Transit Convention by 2024 and implement the respective regulations (procedures). 

 

2. Evidence for each Group 1 area  

Notably, Georgia had implemented a customs reform before the DCFTA, among others 

through the dramatic reduction of customs duties, simplification of customs clearance 

procedures, introduction of a risk-based control system and e-declaration, and upgrade 

and development of a modern infrastructure, which substantially reduced financial costs 

for customs administration as well as for the private sector. Therefore, customs reforms 

as envisaged by the DCFTA did not create substantial costs in this regard. The vast 

majority of stakeholders reported that customs procedures were fast and easy. In the 

opinion of interviewees, the DCFTA’s effect on customs was moderate. At the same time, 

some private sector representatives think that since the application of the DCFTA the costs 

and time for customs procedures have been reduced, whereas according to some 

participants there is no change because customs procedures were already simplified before 

the DCFTA. In the opinion of public sector representatives, the introduction of IPR control 

at the border has increased the effectiveness of IPR protection. As reported, 

implementation of the EU regulation on relief from customs duties is challenging and 

costly, and requires additional time related to institutional strengthening and the 

streamlining of legislation. In addition, the opportunity to use the status of AEO, envisaged 

by the new Customs Code (currently not effectively used by the private sector), would 

bring more benefits to private sector actors engaged in international trade. 

 

3. Contextualisation of findings 

Georgia is advancing in its development of customs policy and administration according to 

the EU norms. The country already has a solid base for further development of the system 

due to substantial changes made before the DCFTA. The DCFTA then became a driver for 

further reforms. At this stage, based on observation and stakeholder consultations, 

implementation of EU legislation has not caused significant costs for either the state or the 

private sector; the benefits are moderate. Granting ex-officio control rights of IP objects 

at the border to the Revenue Service has made IPR protection more effective. 

Implementation of the regulation on relief from customs duty and use of the same criteria 

as the EU would facilitate trade from both the EU and Georgian sides. Seizing the 
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opportunities associated with AEO status would further simplify trading across borders 

between the EU and Georgia. 

 

 

6.2.6 Services 

1. Implementation status of EU acquis 

The maritime transport sector is of utmost importance for Georgia. With the two main 
seaports at the Black Sea, in Batumi and Poti, Georgia also serves as an international 
transport corridor between the West and East. These ports are very important points on 
the Europe-Caucasus-Asia Transport Corridor (TRACECA). Therefore, approximation of the 
national legal base to the respective EU legislation and establishment of EU standards in 
operation are crucial for the further development of a maritime transport system and its 
integration into international transport systems, and as well as for the effective use of 
Georgia’s transport and logistics potential. 

Georgia has approximated its legislation to 16 of 23 EU directives and regulations. In 2015, 
Georgia ratified International Labour Organization (ILO) Convention C185 on Seafarers’ 
Identity Documents. In order to implement EU Directives 1999/63/EC and 1999/95/EC, 
Georgia initiated its accession to the 2006 Maritime Labour Convention and elaborated a 
draft law on seafarers’ employment. Legislation on the remaining EU directives is also in 
the drafting stage. 

 

2. Evidence for each Group 1 area  

Given the importance of maritime transport for Georgia, implementation of EU legislation 

in this area is essential for Georgia to generate more benefits from its geographical location 

and transit potential. One of the most important results already achieved by Georgia as a 

result of its implementation of EU Directive 2008/106/EC through the adoption of the Law 

on Education and Certification of Seafarers in 2012 (before the DCFTA entered into force) 

is the recognition of seafarers’ certificates by the EU (in 2013), which was previously 

suspended. Consequently, Georgian seafarers are allowed to work on EU-flagged sailing 

vessels. Implementation of EU Directive 2005/65 on port security, to which Georgia 

approximated its national legislation in 2018, implied compliance costs for port owners 

and operators, since the application of increased requirements of port security, 

certification, approval and monitoring of port facilities requires, among others, investment 

in infrastructure. At the same time, implementation of this directive will make Georgian 

ports safer and more secure, and will support greater competitiveness of Georgian 

seaports as well as their integration into international transport networks. 

 

3. Contextualisation of findings 

Implementation of EU acquis in the maritime transport sector is important for Georgia, 

since it would further increase the security and safety of port infrastructure and maritime 

services and support Georgian maritime transport’s integration into international transport 

systems. This is essential for Georgia to effectively leverage its transit and logistics 

potential. Despite the implementation costs for both the public and private sector – mostly 

due to institutional, human and infrastructure investment – present and prospective 

benefits are likely to be substantial. 

 

6.2.7 Overall assessment of costs and benefits 

The costs and benefits of implementing EU legislation at this stage vary from sector to 

sector. Higher costs brought about by the DCFTA, compared to other areas, are associated 
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with the implementation of SPS measures for both the public and private sectors, as they 

apply to a broad number of business operators and imply implementation costs for the 

state.  

Overall, at this stage (in the short term), the compliance costs of the DCFTA are higher 

than the monetary benefits received so far. More benefits (in monetary terms) are 

expected to be generated in the medium to long term. When Georgia completes the 

approximation process and Georgian institutional systems and companies comply with EU 

requirements, the export potential of products and services offered by the DCFTA will be 

able to be exploited more efficiently.  

 

Costs 

Implementation of the DCFTA incurred costs for both the public and private sectors. For 

the state, implementation costs are related to the establishment of new institutions and/or 

the reinforcement of existing ones, an increase in human resources capacities engaged in 

the DCFTA’s implementation, and the enforcement of new regulations. The private sector 

faces regulatory compliance costs associated with investing in infrastructure, upgrading 

knowledge and skills, rearranging production lines and sometimes switching to new 

suppliers/supply markets. SMEs are particularly vulnerable with regard to compliance 

costs, since they lack financial and human resources. This was also mentioned by the 

majority of interviewees during the stakeholder consultations. 

 

Benefits 

Benefits generated from implementation of the Agreement, so far, are moderate, except 

for some companies (which already started to export to the EU, or expanded into new 

markets). Greater benefits are expected in the medium to long term.  

Importantly, the main benefits already attained by Georgia are increased product safety 

and increased competitiveness of its products and services, not only on the domestic 

market but also on the EU and other international markets. As also revealed through the 

stakeholder consultations, costs borne by the private sector can be considered as 

investments in future competitiveness. According to the vast majority of stakeholders, 

increased export opportunities and access to the EU market are among the most important 

benefits of the DCFTA. 

Also among the benefits of the Agreement is strengthened, institutionalised cooperation 

between the public and private sectors and non-governmental organisations (NGOs), 

including during the elaboration of legislation. Such cooperation is crucial for the 

assessment of regulatory impact on the one hand, and more effective implementation by 

engaging a broader range of stakeholders in the process on the other. Besides such 

platforms/instruments of cooperation, the DCFTA has led to increased transparency and 

predictability in the process of elaborating and implementing regulations (due to the 

Transparency Chapter requirements).  

The DCFTA has increased Georgia’s investment attractiveness, already supported by a 

broadening geography of free trade areas (FTA with EFTA, China and Hong Kong, China). 

At the same time, in order for Georgia to seize these opportunities effectively, other 

factors, such as political and macroeconomic stability, target-oriented FDI policy and the 

existence of a conductive business environment, are essential.  

According to the majority of stakeholders, the AA/DCFTA is coherent with Georgia’s 

national framework and, to a great extent, addresses Georgia’s trade needs. In their 

opinion, the government’s commitment to implement the reforms envisaged by the 

Agreement is high, and existing political turbulence has so far not had a negative influence 

on Georgia’s reform agenda. 
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6.3 Assessment of the fitness of the legislative procedures (Task 12.3) 

The elaboration and adoption of legislative acts in Georgia are regulated by the Organic 

Law on Normative Acts.93 A normative act may be initiated by central or local governmental 

bodies, government chancellery, the Administration of the President or a Member of 

Parliament. Laws are adopted by the Parliament of Georgia and other normative acts by 

the Government of Georgia, the Prime Minister or the President of Georgia. Bylaws are 

adopted by ministers. During the elaboration of a normative act, its initiator or author may 

conduct consultations with relevant experts, NGOs, international organisations and other 

stakeholders. According to this law, the initiator of a normative act is obliged to include in 

an explanatory note, among others, the relation of the draft legal act to EU legislation, a 

reference to the EU legal act and/or the obligation of approximation derived from the AA. 

Moreover, legal acts developed in the framework of AA/DCFTA approximation must be 

accompanied by a table of concordance, the template of which is provided by this law and 

which should contain very detailed information about the compliance of the draft law with 

its respective EU legislation. Without the table of concordance the aforementioned legal 

acts cannot be passed. According to established practice, and as envisaged by the 

Transparency Chapter of the DCFTA, draft legislative acts undergo public discussion and 

consultation with the business sector, consumers and other stakeholders. In most cases 

the opinions of stakeholders are considered, in particular in terms of the timeline of entry 

into force and application of new legislation, as well as in view of particular provisions 

related to additional costs and/or regulatory burden. 

In practice, besides the revision of the existing legal base and changes in the legislation, 

Georgia has adopted completely new legal acts (laws and regulations). Similarly, existing 

institutions underwent significant changes with the aim of aligning themselves with EU 

practices and effectively implementing new functions assigned by the DCFTA. Where 

needed, new institutions were established (e.g. in the area of market surveillance and a 

dispute resolution body in public procurement, which was later (in 2020) re-established 

as an independent Dispute Resolution Council). 

Along with the challenges associated with legislative and institutional developments, 

implementation of EU legislation has proved to be difficult in terms of both private sector 

readiness to comply with new regulations and public sector preparedness to enforce the 

regulations effectively. Implementation of a number of EU directives has been relatively 

painless and already produced good results, but some are challenging to implement and 

require additional efforts from both the public and private sectors. 

Below, a brief assessment of the fitness of the legislative process is provided by way of 

two legislative acts in each of the five Group 1 areas, namely SPS measures, TBT, public 

procurement, customs and services (in maritime transport). The examples were selected 

taking into account the (relative) efficiency and effectiveness of the initiation, adoption 

and implementation of approximated legislation, assessing institutional synergies, 

improved performance and/or increased costs and administrative burden.  

6.3.1 SPS 

In the SPS area, two approximated EU legal acts were chosen for the assessment of the 

fitness of the legislative procedures: 1. Regulation (EU) No 1169/2011 on the provision of 

food information to consumers, the implementation of which was challenging but very 

effective and important from a consumer protection point of view; and 2. Regulation (EC) 

No 852/2004 on the hygiene of foodstuffs, the implementation of which is challenging.  

 

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

As mentioned under 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 

                                           
93 https://matsne.gov.ge/ka/document/view/90052?impose=translateEn&publication=25  

https://matsne.gov.ge/ka/document/view/90052?impose=translateEn&publication=25
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Member States and not applicable to Georgia, such as articles related to the responsibilities 

of the Commission and communication with the European Food Safety Authority (EFSA).  

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

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

requirements for labelling information. Consequently, its implementation required 

additional compliance costs to be borne by the business sector, and especially by SMEs. A 

lack of necessary financial resources as well as a lack of technical expertise among food 

business operators were identified as a potential hindrance to proper implementation.  

Considering the 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 into consideration the interests of the 

business sector 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 period was further prolonged for one year (till 2019). The main reason for this 

prolongation was the need to ensure smoother implementation of the regulation. The 

preparation of labels according to the new regulation, apart from compliance costs, 

experienced some technical problems. Considering these factors, the immediate 

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

market. 

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

information about products, which increases both the possibility of choice and market 

competition.  

Yet, EU norms on product labelling caused some problems in terms of importing certain 

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

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

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

apply EU labelling to 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 supply products to the EU market with the 

EU labelling requirements.94  

 

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 which amended Decree N17395 on general 

hygiene rules. Decree N534 sets out the general hygiene requirements that are obligatory 

for food/feed production. The decree is compliant with the respective EU legal act, except 

for those parts that are specifically relevant to the EU Member States and not applicable 

to Georgia, such as articles related to communication with the Commission and EFSA. 

In order to increase awareness of the upcoming legislation, the draft was made publicly 

available for discussion (by placing it on the Government website for one month) and 

meetings were organised with stakeholders.  

During the drafting period, an EU Comprehensive Institution Building (CIB) programme 

was implemented to develop the institutional capacities of the NFA and to assist it in 

further transforming its competences and practices in line with the approximated SPS 

legislation. 

                                           
94 This issue was revealed from the stakeholder interviews within the framework of this project, and also from 
focus groups conducted in 2020 in the framework of the 3DCFTAs project. 
95 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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The decree has been in force since 2010 and its amendments since 2015. Initially, business 

operators were not ready to properly implement the legislation because of a lack of 

information on the requirements of the regulation, financial capacity and proper material 

resources. In most cases it became necessary to upgrade the infrastructure of business 

operators, re-equip them and make adjustments to comply with the new requirements, 

which increased their costs. Within the framework of an enhanced information campaign, 

the competent authorities provided consulting services to business operators regarding 

the arrangement/re-equipment and equipment of their facilities. 

As a result of these information campaigns carried out over the years by the NFA, the level 

of compliance is gradually increasing. The number of companies operating in food 

production has increased because of the introduction of obligatory registration for food 

business operators. Consequently, the number of inspections has increased (from 5,184 

in 2014 to 8,107 in 2021). In 2014, a new rule on the recognition of business operators 

involved in the production of animal origin products was introduced, according to which 

operation in this area is allowed only upon recognition by the NFA. This in turn has 

increased food safety in the area concerned.96 As a result, the overall number of business 

operators who follow and satisfy general hygiene requirements is gradually increasing.97 

According to the available statistics, in 2021, out of a total 8,107 inspections conducted 

by the NFA (planned, non-planned, recognition), critical non-compliance was identified in 

3.9% of cases.98  

6.3.2 TBT 

In the TBT area, two approximated EU legal acts were chosen for the assessment of the 

fitness of the legislative procedures: 1. Directive 95/16/EC on lifts, the implementation of 

which was not difficult for Georgia because there is no local production; and 2. Regulation 

(EU) No 305/2011 on the marketing of construction products, the implementation of which 

is challenging as it covers a broad range of construction products, which renders 

enforcement more difficult. 

 

Directive 95/16/EC concerning lifts  

Georgia approximated its legislation to Directive 95/16/EC in 2011.99 However, in order to 

ensure readiness of the business sector for the new regulation, its entry into force was 

postponed till the publication of the Code on Product Safety and Free Movement Code in 

2012.  

One of the main requirements imposed by the Georgian technical regulation is the 

certificate of inspection issued by an accredited body. A certificate of conformity is also 

required in the case of certain safety components. The above-mentioned technical 

regulation facilitated private sector involvement in the implementation process and new 

private inspection bodies emerged on the market. 

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

factors contributing to the 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 adjustment for local producers. Since lifts are imported, 

the importers have switched to the suppliers whose products meet the relevant 

requirements. 

As a result of implementing 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 

                                           
96 Government Decree N722, 29 December 2014. 
97 Annual reports of the NFA, https://nfa.gov.ge/Ge/Reports 
98 NFA inspection results, https://nfa.gov.ge/En/StateControl/ 
99 Government Decree N289, 20 July 2011. 

https://matsne.gov.ge/document/view/2657469?publication=0
https://nfa.gov.ge/Ge/Reports
https://nfa.gov.ge/En/StateControl/
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considerable portion of lifts on the market are not produced according to these standards, 

given that they are from the Soviet era.  

Within the framework of dynamic approximation, Georgia prepared amendments to the 

Government Decree incorporating the requirements of Directive 2014/33/EU, repealing 

Directive 95/16/EC, related to the responsibilities and requirements of different economic 

operators, notified bodies and market surveillance authorities. Internal consultations are 

currently being held regarding the new draft. The existing decree complies fully with the 

respective EU directive, except for some provisions that only concern EU Member States, 

such as those related to communication with the European Commission and other 

administrative procedures, notified bodies and CE marking. 

 

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

construction products  

Georgia approximated its legislation to Regulation (EU) No 305/2011 in 2018, ahead of 

the schedule envisaged by the DCFTA, according to which approximation should have 

taken place in 2022.100 Before the adoption of the decree, a regulatory impact assessment 

(RIA) was conducted in 2012 under the EU-funded project,101 which concluded that gradual 

adoption of the regulation would be the best option for Georgia in order to mitigate 

pressure on the private sector. One of the main reasons for early adoption of this directive 

was the low level of safety and quality of certain construction materials. The new decree 

complies fully with the respective EU regulation, except for some provisions related to 

communication with the European Commission and other administrative procedures, 

notified bodies and CE marking, the latter not being relevant to Georgia. It should be noted 

that the decree does not apply to all construction products, but only to five priority 

products mostly used in the construction sector: cement, electric cables, plastic pipes, 

gypsum plasterboard and reinforcing steel.  

The draft Government Decree underwent several rounds of discussions with all relevant 

stakeholders. Importantly, unlike lifts, there are many manufacturers of construction 

products in Georgia. In order to meet the relevant requirements, they have to train 

personnel, redesign products and production lines, and elaborate and print labels, 

warnings and/or instructions. Compliance costs are also related to conformity assessment, 

delays to production schedules caused by the above-mentioned adjustments, development 

of technical files and documentation control, maintenance, etc. All of these aspects 

complicate the implementation process of the regulation, and the business sector needs 

more time to prepare for the new requirements.  

Difficulties arose in terms of implementation and enforcement, mainly because the 

regulation was new to all stakeholders. Therefore, together with frequent communication 

between the MSA and EU experts, training was provided on a regular basis to increase the 

expertise of both inspectors and economic operators.  

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

regulation, the quality of construction products placed on the Georgian market has 

improved substantially.  

The main challenge in implementing the approximated legislation is the volume of 

construction products and low level of awareness/readiness of the business sector, which 

requires capacity building on the requirements of the regulation. To raise awareness about 

the new regulation, the MSA, in cooperation with EU experts, provides regular training for 

economic operators and inspectors. Also, one of the most acute challenges relates to the 

development of the relevant infrastructure for conformity assessment. Most laboratories 

in Georgia do not have the ability to conduct tests in regulated fields according to European 

                                           
100 Government Decree N476, 10 January 2018. 
101 Support to the Programme Administration Office (PAO) in Application and Coordination of Institution Building 
Facilities, EuropeAid, 131478/C/SER/GE. 
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or international standards, including in construction products. It is extremely costly for the 

private sector to receive these services from abroad, as well as for the state to undertake 

market surveillance activities. 

6.3.3 Public procurement 

Two EU legislative acts were selected for the assessment of the fitness of the legislative 

procedures: 1. Directive 89/665/EEC on the application of review procedures to the award 

of public supply and public works contracts, the implementation of which contributed to 

increased transparency of the dispute resolution process in public procurement; and 2. 

Directive 2014/23/EU on the award of concession contracts, which caused implementation 

costs for the state related to the institutional arrangement of concessions.  

 

Directive 89/665/EEC on the application of review procedures to the award of public supply 

and public works contracts  

Within the scope of a comprehensive public procurement reform, the State Procurement 

Agency (SPA) elaborated draft amendments to the Law of Georgia on State Procurement 

concerning institutional arrangements, legal framework, new business operations, 

thresholds, area of coverage and other functionalities of the administrative review body , 

to ensure an increased level of independence and impartiality. The draft law was discussed 

with the relevant European Commission units (several rounds of discussions were held) as 

well as with experts from the OECD, Support for Improvement in Governance and 

Management (SIGMA), WTO, European Bank for Reconstruction and Development (EBRD), 

World Bank and Asian Development Bank (ADB), and with relevant stakeholders. 

In 2020, the amendments were introduced into the Law on State Procurement and the 

other related laws.102 In accordance with the amendments, the government issued four 

decrees (bylaws), based on which the new rules and procedures of the Dispute Resolution 

Council (DRC) were approved and other relevant legal acts were issued by the SPA. In 

December 2020, five new members of the DRC were selected and appointed. 

Previously, the Dispute Resolution Board (DRB) had been created in 2010 within the SPA. 

To increase independence and avoid subjective decisions, the DRB consisted of three 

members of the SPA and three CSO members. At the same time, a DRB Secretariat was 

established within the SPA Legal Department.  

According to the amended Law on State Procurement, a DRC was established based on 

the new institutional arrangements from 1 January 2021 under the umbrella of the 

Georgian National Competition Agency (GNCA). According to Article 143 of the DCFTA, 

Georgia undertook the obligation to create an independent public procurement review 

body, which was envisaged in the first phase of the approximation roadmap. Due to budget 

constraints, the government has postponed the creation of the new institution, which was 

the main reason for the delay fulfilling DCFTA obligations (to be approximated in 2019).  

With these changes, the SPA has completed the first phase of approximation under the 

DCFTA obligations. A positive evaluation of the completed reforms was issued by the 

European Commission, and as a result a draft AA Council decision was prepared for 

adoption, which would grant market access for supplies at central government level of the 

EU Member States and vice versa.  

Currently, the DRC is fully functional and its institutional and legal arrangements are in 

line with EU legislation.103 At the beginning of January 2021, 673 appeals had already been 

successfully managed by the DRC. 

 

                                           
102 The Law on Public Service, the Law on Conflict of Interest and Corruption in Public Service, and the Law on 
Remuneration in Public Institutions. 
103 Council Directive 92/13/EEC and Council Directive 89/665/EEC as amended by Directive 2007/66/EC and 
2014/23/EU. 
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Directive 2014/23/EU on the award of concession contracts 

The new Law of Georgia on Public-Private Partnerships (PPP Law), which regulates 

concessions, was adopted in May 2018, and in order to fully implement the new law, the 

government adopted special rules for the implementation of PPP projects.104 In addition, 

in order to ensure full compliance with Georgian legislation, changes were introduced in 

the Law of Georgia on State Procurement. Before the adoption of PPP legislation, 

concessions were regulated by Georgia’s public procurement legislation. 

The draft law was discussed with stakeholders in different formats. The new PPP Law was 

elaborated in cooperation with IMF, EBRD, ADB and SIGMA experts (within the framework of 

a Technical Assistance and Information Exchange (TAIEX) project), who were actively 

involved in the process and provided valuable technical assistance in different spheres.  

The PPP Law establishes the legal framework for PPP projects, and prescribes the 

responsibilities and powers of different stakeholders involved in the process. According to 

the law, PPPs shall be developed through a defined process that includes various stages: 

project identification and initiation, project preparation, selection of private partners, 

implementation, and post implementation assessment. The Government of Georgia is 

responsible for approving PPP projects at different stages.  

In accordance with the PPP Law, a PPP agency was established (and started functioning 

from February 2019) under the Prime Minister. There are therefore additional 

implementation costs, and annual financing is required from the state budget.  

6.3.4 Customs 

In the customs area, the following two legislative acts were selected for the assessment 

of the fitness of the legislative procedures: 1. Regulation (EU) No 608/2013 concerning 

customs enforcement of intellectual property rights, which is very important for the 

protection of intellectual property rights (IPR) at the border and is being implemented 

effectively; and 2. Regulation (EC) No 1186/2009 setting up a Community system of reliefs 

from customs duty, the implementation of which is challenging due to insufficient 

institutional capacity. 

Georgia elaborated and adopted a new Customs Code (26 June 2019) according to 

Regulation (EU) No 952/2013. The draft code underwent public discussions and was also 

placed on the webpages of the Legislative Herald105 and of the MoF of Georgia106 for 

comment before its adoption (13 September 2018, date of publication). Several rounds of 

discussions were organised with public and private stakeholders and civil society. The draft 

code was also shared with the European Commission Directorate-General for Taxation and 

Customs Union (DG TAXUD). As required by the Organic Law on Normative Acts, the draft 

code was accompanied by a table of concordance. The Customs Code was adopted by 

Parliament on 28 June 2019. The new Customs Code complies fully with the respective EU 

regulation, except for some provisions that are only relevant to EU Member States, or 

where approximation was not considered by the Agreement (these articles are indicated 

in Annex XIII to the AA). Elaboration of the Code was supported by the Deutsche 

Gesellschaft für Internationale Zusammenarbeit (GIZ) technical assistance project, as well 

as by an EU twinning project, within the framework of which regulations related to transit 

were elaborated. The new Customs Code was discussed in the EU-Georgia Customs 

Subcommittee, where the EU side welcomed its adoption and mentioned that ‘harmonised 

rules have a positive impact on business, both for import and export, as operators are 

familiar with the rules’.107 The Customs Code will be further updated after Georgia joins 

                                           
104 Government Decree N426 on the Approval of the Rules for the Development and Implementation of PPP 
Projects, 17 August 2018; Ordinance N452 of the Government of Georgia on Approving the Statute of Public-
Private Partnership Agency, 5 September 2018; Ordinance N826 on Approval of the Rules of the Public 
Procurement Dispute Resolution, 31 December 2020. 
105 www.matsne.gov.ge 
106 www.mof.ge 
107 Fifth meeting of the EU-Georgia Customs Subcommittee, Joint Minutes, 12 June 2019. 

http://www.mof.ge/
https://trade.ec.europa.eu/doclib/docs/2019/august/tradoc_158321.pdf
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the Common Transit Convention (by 2024) and introduces its respective procedures. In 

addition, Georgia's implementation of Regulation (EC) No 1186/2009, which is 

incorporated into the Customs Code, needs to be further developed. 

During the three years since the new Customs Code came into force, there have been no 

significant issues with its implementation. The RS continues to actively cooperate with the 

private sector (including with business and sectoral associations) as part of the 

implementation process of the Customs Code, in the format of meetings and consultations, 

including at the request of the private sector.108 At the same time, Georgia needs additional 

support in elaborating the Customs Code’s implementing provisions. Also, additional 

support is needed in the enforcement of Regulation (EC) No 1186/2009 related to relief 

from customs duty (the Customs Code, Book X), in terms of elaborating implementing 

regulations and sharing the EU's expertise/experience. The RS continues the work to 

facilitate a better use of the AEO mechanism and increase the number of AEOs, among 

others, through: identifying areas where the existing procedures applicable to AEO can be 

further improved to make the process of obtaining the status of AEO more effective and 

less burdensome for companies, thus, increasing benefits from using such a mechanism; 

and consulting with the EU regarding the mutual recognition agreement on AEO. 

 

Regulation (EU) No 608/2013 concerning customs enforcement of IPR 

In 2017, the Georgian Law on Border Measures Related to Intellectual Property Rights was 

amended in accordance with the provisions of Regulation (EU) No 608/2013. The main 

fields of approximation included, but were not limited to, the addition of new IP rights 

protected at the border,109 protection of these rights under additional customs regimes, 

implementation of the ex-officio principle and the possibility to release goods based on 

security provisions. The amendments increased the efficiency of IPR enforcement at the 

border and provided the parties involved with the possibility to extend the scope of the IP 

rights protected. In addition, the customs authorities were authorised to execute their IP 

protection capabilities in the customs regimes of re-export and free zone. Moreover, based 

on the amendments introduced, the Revenue Service (RS) acquired the power to 

provisionally detain goods suspected of infringing IPR that are not registered for border 

measures in the official customs registry, thus raising the effectiveness of IPR control at 

the border and giving right holders additional incentives to actively cooperate with the RS 

in protecting their IP objects.  

The amendments to the Georgian legislation were prepared by the RS, in cooperation with 

the National Intellectual Property Centre ‘Sakpatenti’ and with the support of and active 

consultation with international partners. Draft amendments were discussed with interested 

parties. Harmonisation of the Georgian legislation with Regulation (EU) No 608/2013 was 

mentioned as an achievement by Georgia in the customs and trade facilitation area at the 

fifth meeting of the EU-Georgia ACTC.110 

In order to introduce customs officers to the new amendments, several training sessions 

were organised by the RS, with the support of international partners. However, in order to 

increase the capacity of the RS in border enforcement of IPR, further expertise, experience-

sharing and practical coaching is required, in particular on topics such as ex-officio control 

procedures, identification of genuine/fake products, new trends and routes of movement of 

counterfeited goods, etc. Moreover, since the introduction of the amendments, several years 

of enforcement experience indicate that it is crucial to further intensify outreach to the 

private sector in order to increase the willingness of businesses to participate actively in the 

IPR control process and register their IP objects in the customs registry. 

                                           
108 Interviews with stakeholders from private and public sector. 
109 Patent, utility models, topographies of integrated circuits and new breeds of animals and plant variety rights. 
110 Fifth meeting of the EU-Georgia Association Committee in Trade Configuration, Joint Report, 17-18 December 
2018. 

file:///C:/Users/macbookair/Downloads/5th%20meeting%20-%20December%202018%20-%20Joint%20Report.pdf
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Table 14. Customs enforcement statistics 

Year  Detention cases 
Total/Ex officio 

Destruction of 
goods 

Court cases 
initiated 

Release of 
detained goods 

2018 125/24 84 17 24 

2019 140/3 102 10 28 

2020 101/0 64 6 31 

2021/6 months 41/1 26 4 9 

Source: Revenue Service. 

 

Statistical data show that since the introduction of the new rules, the number of 

infringement cases has decreased, meaning that enforcement of the regulation has had a 

positive result. 

 

Regulation (EC) No 1186/2009 setting up a Community system of relief from customs duty 

For the purpose of approximating Georgia’s national customs legislation to the EU acquis 

envisaged by Annex XIII to the AA, numerous working meetings were held by 

representatives of the EU, the RS and the Georgian Ministry of Finance (MoF). As a result, 

Georgia elaborated a new Customs Code, which entered into force in 2019. The RS and 

the MoF drafted new rules related to relief from customs duties (Book X of the Customs 

Code), in line with Council Regulation (EC) No 1186/2009. The provisions of Book X on 

relief from customs duties should have become effective as of 1 January 2022, but as a 

result of changes to the Customs Code by the end of 2021, the date of entry into force of 

Book X was postponed until 1 January 2023. The RS and MoF have established an ad hoc 

working group, mandated to elaborate bylaws and implementing provisions for the 

purpose of applying the provisions of Book X.  

In March 2021, a working meeting was organised between the experts of DG TAXUD and 

representatives of a national ad hoc group. Although the parties addressed some general 

questions regarding the applicability of the relief provisions, some practical issues, which 

fall within the competences of national governments of the EU Member States, remain 

open. Therefore, for the purpose of sharing the experiences of Member States’ national 

administrations, Georgia has applied for a TAIEX project. 

The provisions of Book X of the Customs Code comply fully with the requirements of the 

respective EU regulation, except for some provisions where approximation is not obligatory 

according to the approximation timetable. 

Implementation of provisions of the amended directive poses certain challenges for the 

RS, as it requires the granting of a new type of relief from customs duties. The relief 

system applicable today in Georgia is mainly of a ‘quantitative’ nature. The administration 

of this is relatively simple and based on factual compliance with different thresholds. As 

the new regulations on relief from duties require specific administrative rules based on the 

purpose of import of goods, they require a different methodology and approach to the 

existing one. Therefore, to fill the remaining gaps, further experience-sharing and capacity 

building are of utmost importance. 

6.3.5 Services (in maritime transport) 

The following two directives were selected for the assessment of the fitness of the 

legislative procedures: 1. Directive 2008/106/EC on the Minimum Level of Training of 

Seafarers, the implementation of which has had a positive effect on the capacity 

development of Georgian seafarers and has already contributed to the recognition of 

certificates issued by Georgia internationally; and 2. Directive 2005/65/EC on Enhancing 

Port Security, the implementation of which is challenging as it requires additional 

compliance costs for the private sector and ports for the improvement of infrastructure 

and re-equipment in order to meet the security and safety requirements of this directive.  
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Directive 2008/106/EC on the minimum level of training of seafarers  

The Law of Georgia on the Education and Certification of Seafarers entered into force on 

9 January 2012. It should be noted that the directive was fully implemented before the 

deadline envisaged by the AA, namely 2017. Under this law, the Manila Amendments to 

the International Convention on the Training, Certification and Watchkeeping for Seafarers 

were implemented as required by Directive 2008/106/EC. Georgian legislation is 

periodically updated according to amendments to the above-mentioned Convention. 

Implementation of this directive has positively affected the capacity development of 

Georgian seafarers, and has already contributed to the recognition of certificates issued 

by Georgia internationally. It has helped to transform the entire system into a modern, 

EU-recognised system that complies with the requirements of the European Commission, 

the European Maritime Safety Agency (EMSA) and the International Maritime Organization 

(IMO). 

The compliance of Georgia’s education and certification system of seafarers with EU 

standards was checked by EMSA. On 22 November 2013, at the meeting of the Committee 

on Safe Seas and the Prevention of Pollution from Ships (COSS), EU Member States jointly 

supported the recognition of Georgian seafarers’ certificates by the EU. On 19 December 

2013, the Commission adopted an implementing decision on the recognition of Georgia’s 

systems of training and certification of seafarers.111 

As a result, Georgian seafarers are allowed to be employed on sailing vessels under the 

flags of the EU Member States. Certificates of competency issued by Georgia are 

recognised by 60 major flags worldwide, including 18 EU Member States. Recognition of 

the Georgian seafarer’s certificate means that the maritime educational system in Georgia 

is in compliance with the respective European standards and international practice. 

 

Directive 2005/65/EC on enhancing port security  

Georgia approximated its legislation to Directive 2005/65/EC in 2018 and adopted 

Government Decree N685 on Security Standards for Georgian-flagged Ships and Georgian 

Ports. This decree regulates the following: duties and responsibilities of Georgian ship and 

port security officials; requirements for the implementation and enforcement of ship and 

port security measures; and procedures for responding to ship and port security incidents. 

The decree was prepared by the Georgian Maritime Agency with technical assistance from 

the US Coast Guard. Port representatives were involved in the process of preparation of 

the decree, after which it was discussed with stakeholders. Implementation of the directive 

completely overhauled security standards in ports, and a more stringent regime applies to 

the certification, approval and monitoring of port facilities. The port sector had to further 

improve security standards and invest in upgrading the competences of its personnel, re-

equip ports with modern equipment for access control, etc. Implementation of the directive 

was met with moderate resentment, as ports had to invest more resources in security 

standards, creating challenges for effective implementation. 

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

6.4.1 IPR 

The IPR provisions under the DCFTA complement and substantiate the minimum protection 

standards prescribed by the Agreement on Trade-Related Aspects of Intellectual Property 

Rights (TRIPS) that Georgia has complied with as a WTO member. Aside from following 

the same EU choice of higher IPR protection standards, the DCFTA emphasises 

transparency, effective enforcement and due process. Legal approximation in this regard 

is not necessary, since Georgian IPR legislation is already in compliance with the TRIPS 

Agreement, including all of the international IPR agreements within its remit. What Georgia 

                                           
111 Official Journal of the European Union; Commission Implementing Decision of 19 December 2013 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013D0794
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is obliged to do is incorporate the relevant IPR provisions under the DCFTA into its national 

legislation.  

The IPR provisions under the DCFTA encompass copyrights, trademarks, geographical 

indications (GIs) and designs and patents, with detailed enforcement provisions. 

Additionally, the DCFTA aims to facilitate and commercialise innovation and creative 

products between the parties. 

Among the IPR subject matters, GI and medicinal and plant protection products protected 

by a patent stand out as the EU choice of IPR protection that Georgia has committed to 

follow.  

Notably, Georgia concluded its GI protection agreement in 2010 ahead of the DCFTA, into 

which prior obligations are then incorporated. This means that the EU’s sui generis GI 

protection scheme has long been adopted by the country. So are the positions of co-

existing (with a prior registered trademark of the same GI product) and 

refusal/invalidation of a trademark application request of a similar product if it is already 

granted GI protection. The list of protected GIs, which is attached to the DCFTA, is also 

expected to expand. At present, 34 appellations of origin and 21 GIs are registered in the 

state registry. 

For the protection of medicinal and plant protection products , by introducing a 

supplementary protection certificate the DCFTA extends a maximum five-year protection 

period for pharmaceutical and plant protection products, if they have been subject to an 

administrative authorisation procedure.  

It is also noted that in November 2019, the European Patent Office (EPO) signed a 

validation agreement with Georgia, which further guarantees that EPO (including the 27 

EU Member States) patent applications and patent protection will take legal effect in 

Georgia in real time.  

As a commitment, Georgia also adopted the six-year confidentiality period for regulatory 

data protection of pharmaceutical-related patents as a means to combat the unauthorised 

use of test data for manufacturing generic versions of the same or similar pharmaceutical 

products. 

For efficient IPR enforcement, the DCFTA emphasises the enhanced functioning of civil law 

enforcement and border measures against IPR infringement. For the former, this includes 

early evidence preservation, IPR holders’ right of information, interlocutory injunction and 

precautionary seizure, as well as the presumption of authorship or ownership of literary or 

artistic work – since copyright registration is not required for protection purposes but 

through use. For the latter, the DCFTA obliges procedural requirements, such as a risk-

based approach to cargo inspections.  

As a result of the approximation in 2017 of Georgia’s legislation112 to Regulation (EU) No 

608/2013 concerning customs enforcement of intellectual property rights,113 Georgia 

strengthened its IPR protection at the border. More specifically, Georgia’s Revenue Service 

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. 

Also, in addition to IPR that were protected at the Georgian border, additional protection 

was granted to certain patents, utility models, topographies of integrated circuits and new 

breeds of animals and plant varieties. 

It should be noted that Georgia is not an EU ‘priority country’ in terms of IPR 

infringement.114  

As revealed from the stakeholder interviews, one of the positive influences of the DCFTA 

has been the strengthening of IPR protection in Georgia and the increase in compliance of 

IP enforcement measures with international and EU best practices. 

                                           
112 Amendments to the Law on Border Measures related to Intellectual Property Rights. 
113 Repealing Regulation (EC) No 1383/2003. 
114 See Report on the protection and enforcement of intellectual property rights in third countries, European 
Commission, Brussels, 27 April 2021, SWD(2021) 97 final.  
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In general, in addition to the outstanding obligations of legislative approximation (e.g. the 

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.  

In order to support the commercialisation of innovations, Sakpatenti works closely with 

the Georgian Innovation and Technology Agency (GITA). To facilitate technology transfer 

and the commercialisation of innovations, valid patents of Georgian universities and 

research institutions have been published on the online platform ‘EXPERTS.AI’ within the 

framework of the project ‘Experts.ai for Georgia’, which is implemented by the United 

Nations Development Programme (UNDP) and funded by the Ministry of Foreign Affairs of 

the Czech Republic. The main aim of this project is to support the commercialisation of 

innovations by connecting knowledge and technologies with private companies.115 

6.4.2 Trade-related energy 

As defined by the preamble to the AA, the aim of transforming Georgia’s energy sector 

under the DCFTA goes beyond transposing the EU’s energy model for fair competition or 

energy security, etc. For example, increasing capacity in energy security domestically is 

of geopolitical importance, too, in order for Georgia to be less dependent on Russia’s 

energy supply. Since 2004, Georgia’s energy sector has undergone significant 

transformation, the main aim of which is to increase energy security and diversify energy 

sources. As a result of reforms and target-oriented policies, Russia’s role as a major energy 

supplier has been reduced, and in 2007 Georgia transformed itself from an energy 

importing country to a net electricity exporter (this trend was maintained until 2011). 

Presently, Azerbaijan is an alternative major source of energy supply. Furthermore, 

establishing an independent energy regulator is indispensable for a functioning energy 

sector, which requires both regulation and competition. As a result of the DCFTA, the 

competences of the Georgian National Energy and Water Supply Commission (GNERC) 

were enhanced and expanded.116 Due to the liberalisation of the energy sector and heavy 

investment by the government in electricity infrastructure starting from 2004 to 2005, the 

sector attracted a large amount of FDI: about USD 2.5 billion over the period 2007 to 

2019, which equates to about 13.5% of total FDI in these years. 

As part of its commitments under the Agreement, Georgia has pledged to establish itself 

as a regional transit hub for energy goods, including electricity, crude oil and natural gas, 

based on the principle of free movement of goods with zero tariff, and to increase market 

integration.117 This, in essence, extends the EU energy single market to third countries on 

the premise of the Energy Community Treaty (ECT). Based on the ECT, as a member 

(since 2017), Georgia is obliged to implement 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 2019.118  

It is worth highlighting that the independence and technical expertise of GNERC, the 

independent energy regulator in Georgia, are recognised by the ECT Secretariat. So is the 

                                           
115 https://undp.cz/portfolio-item/experts-ai-for-georgia/; www.sakpatenti.gov.ge/en/news_and_events/364/ 
116 EU Directives on electricity (2009/72/EC) and gas (2009/73/EC) require a considerably enhanced role of the 
national regulator, notably in terms of ensuring competition on the internal market and consumer protection. 
See Emerson M. and Kovziridze T. (eds), Deepening EU–Georgian Relations Updating and upgrading in the wake 
of Covid-19, 2nd edition, CEPS, RLI. 
117 Due to its geographical location, Georgia acts as a transit country for the import-export and transit operations 
of energy carriers in the Caucasus region. Georgia is connected by gas pipelines to Armenia, Azerbaijan, the 
Russian Federation and Turkey. It is also connected by an oil pipeline to Azerbaijan and Turkey. Georgia imports 
natural gas from Azerbaijan and the Russian Federation, and transits gas to Armenia and Turkey. Georgia imports 
oil for transit to European countries. 
118 Energy Community Secretariat, www.energy-community.org/implementation/Georgia.html  

https://undp.cz/portfolio-item/experts-ai-for-georgia/
http://www.sakpatenti.gov.ge/en/news_and_events/364/
http://www.energy-community.org/implementation/Georgia.html
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Commission’s commitment to approximate Georgia’s regulatory framework to the 

requirements of the EU energy acquis, though the exercise has not been completed.119  

Recently, Georgia implemented important legislative changes in the energy sector to 

increase compliance with the EU energy directives. In 2019, Georgia adopted a completely 

new framework law regulating the electricity and gas sectors – the Law on Energy and 

Water Supply – which includes the requirements of Directives 2009/72/EC and 2009/73/EC 

concerning common rules in electricity and natural gas, and envisages both legal and 

management unbundling of system operators. Following the adoption of this law, GNERC 

approved the respective rules on legal and management unbundling. 

In 2019 to 2020, Georgia also adopted completely new legislation in energy efficiency: the 

Law on Energy Efficiency, which is in compliance with Directive 2012/27/EU; and the Law 

on Energy Labelling, which is in compliance with Directive 2010/30/EU. In the area of 

renewable energy, 2019 saw the adoption of the Law on the Promotion of the Generation 

and Use of Energy from Renewable Sources, which includes the requirements of Directive 

2009/28/EC on the promotion of the use of energy from renewable sources. 

6.4.3 Competition 

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

state aid and institutional aspects. In terms of antitrust and mergers, Georgia has 

committed to maintaining comprehensive competition laws that effectively address cartels, 

merger control and the abuse of a dominant position by enterprises. Georgian Competition 

Law also regulates vertical integrations and state aid, and considers block exemptions 

according to the EU norms. On institutional aspects, the DCFTA is largely silent on how 

competition policy should be administered. 

For Georgia, the DCFTA does 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 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.120 

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 2014.121 The Agency is an independent legal 

entity and accountable to the Georgian Prime Minister and the Parliament,122 which will 

further increase its independence. 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 2020.123 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.124 

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.125 These amendments assist in 

                                           
119 For example, for Georgia the transposition of the Regulation on Wholesale Energy Market Integrity and 
Transparency (REMIT Regulation) is still pending. Also pending is the transposition of the rules for designation 
of a Nominated Energy Market Operator and adopting criteria based on which derogations from the electricity 
network codes can be granted. For details, see Energy Community Secretariat (2020), Annual Implementation 
Report, 1 November, pp. 68 and 107.  
120 Institutional Framework for Competition Regulation in Georgia, prepared by EU-Georgia Business Council. 
121 Georgian National Competition Authority, https://competition.ge/about-us/what-we-do 
122 Ibid. 
123 EU Technical Assistance Project ‘Support to the Georgian Competition Agency’, https://competition.ge/about-
us/projects 
124 Ibid. 
125 Deepening EU–Georgian Relations, third edition, 2021, Competition Policy chapter, The Law of Georgia on 
Competition. 

https://competition.ge/about-us/what-we-do
https://competition.ge/about-us/projects
https://competition.ge/about-us/projects
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better protecting the rights of the parties in competition-related legal proceedings and 

ensuring procedural justice. Legislative changes include new functions and enforcement 

tools for the Agency, a better system of merger control procedures and an improved model 

of competition enforcement in the regulated sectors of the economy, and are based on the 

respective EU directives and regulations.  

The Competition Agency was also granted the right to implement policy related to anti-

dumping. More specifically, the Agency is authorised to conduct a study on alleged cases 

of dumping and submit relevant reports to the government.  

Important changes will enter into force in 2023 in relation to the institutional structure of 

the Competition Agency. Namely, the Agency will be chaired by a Board, which will 

increase its independence. Members of the Board will be selected by the Parliament upon 

nomination by the Prime Minister.  

According to the results of the stakeholder interviews, overall the DCFTA has supported 

strengthening of competition on the Georgian market 

6.5 Assessment of enforcement of new provisions and institutional framework 

(Task 12.5) 

Georgia is advancing in the development of institutions and institutional capacities in the 

areas covered by the Agreement. All core institutions in charge of AA/DCFTA 

implementation are in place and operational. The government provides financing to these 

institutions for the implementation of their functions, including AA/DCFTA reforms, and 

upgrading infrastructure. It should be noted that, together with institutional development, 

the financial sustainability of the agencies involved in the implementation of the DCFTA 

has increased. Besides budget funding, some of the institutions receive income from the 

services they provide.  

It should be underlined that Georgia started developing e-services in the public sector a 

decade ago with the aim of, among others, reducing corruption. Georgia was a pioneer in 

this regard, not only in the region but also among European countries. The introduction 

and development of e-services increased the effectiveness of operations and significantly 

decreased the probability of corrupt practices.  

The EU provides substantial assistance to the so-called DCFTA institutions in the form of 

financial (including grants) and technical assistance. Besides assistance in institutional and 

skills development, and support to legislative approximation, EU assistance plays an 

important role in the development of physical infrastructure, which is crucial for the 

fulfilment of functions and delivery of high-quality services by the respective institutions. 

Due to the legislative approximation envisaged by the Agreement, Georgia’s legal system 

has been substantially improved. Compliance with higher-level EU norms is reflected in 

practice in many areas, in particular food safety, TBT, competition and public procurement. 

Thanks to the EU’s technical and financial support for the legislative approximation 

process, the existing institutions were strengthened and/or re-established with new and 

increased functions. Cases in point are the NFA, the Competition Agency and the Public 

Procurement Agency, and the establishment of a new institution for the market 

surveillance of industrial products (MSA). Institutional arrangements became more 

compliant with EU best practices. One such example is the increased independence of a 

dispute resolution mechanism in public procurement, when the Dispute Resolution Board 

was moved from the Public Procurement Agency to the Competition Agency. The functions 

and responsibilities of inspection bodies (e.g. NFA and MSA) have been sharpened up and 

gradually become more effective. Funding, human resources and their capacity in the 

DCFTA institutions have been gradually and substantially increasing, in which EU 

assistance programmes play a vital role. 

A more detailed description and assessment of the institutions and bodies key to the 

implementation of DCFTA commitments in SPS measures, TBT, customs, public 

procurement, IPR, competition, energy, telecom and postal services are included in Annex 

D to this report. 
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7 ANALYSIS OF THE DCFTA’S EFFECTS ON SMES AND CONSUMERS 
(TASK 13) 

7.1 The DCFTA’s effects on SMEs (Task 13.1) 

7.1.1 SMEs in Georgia126 

SMEs are the backbone of the Georgian economy, representing 99.7% of all active 

enterprises in the country (see Annex E). 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 

five 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 Annex E). 

To study the effects of the Agreement on SMEs, we conducted two case studies for selected 

sectors: textiles and apparel, and ICT services. We did not select top agricultural export 

products such as wine, mineral waters and nuts, which were among key export products 

from Georgia to the EU even before the DCFTA. Instead, we decided to focus on sectors 

that are growing fast and show export potential. We include service sectors in the analysis 

given the economic structure of Georgia, which relies considerably on services. ICT 

services are particularly interesting as ICT sectors are growing fast in Georgia and the 

country succeeded in adopting the EU regulations and directives foreseen by the AA (this 

goes beyond the DCFTA and refers to the EU acquis listed in the Annexes to the chapters 

on ‘electronic communications’ and ‘information society’).  

In addition to the two case studies, we also present stories on SMEs operating in the 

agricultural and non-agricultural sectors. In particular, we analyse the performance of 

SMEs producing jams, canned vegetables and dried fruits, fresh fruits and vegetables, and 

furniture. The selected product categories show fast growth rates and have the potential 

to expand their exports to the EU.  

7.1.2 Case study: textiles and apparel127 

Apparel is among the fast-growing sectors of Georgia’s economy. Between 2014 and 2019, 

both exports and imports of apparel with the EU increased, more than with Georgia’s other 

main trade partners. The growth was mostly sourced from trading knitted and crocheted 

apparel (HS 61), which more than tripled (increased by 231%) from 2014 to 2019. 

However, exports are mainly conducted by the large firms, while exports from SMEs to 

the EU registered a considerable drop between 2014 and 2019, as SMEs reoriented their 

exports towards new markets such as Hong Kong China, Kuwait, Malaysia, Qatar, Ukraine, 

South Africa, Uzbekistan and Nigeria. 

Georgian companies specialise in small value-added activities like knitting and crocheting, 

which only finish the production process, and trade is mainly 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). 

Unlike the apparel sector, the only operational enterprises in the textile sector are SMEs. 

In 2019, there were 144 SMEs active in this sector, yet production mainly came from 

medium companies – just three medium companies produced twice as much as the 

remaining 141 small companies combined. Exports of textiles register high growth rates, 

but remain limited in nominal terms. It is worth noting that exports to the EU in this 

product category registered a considerable decline from 2014 to 2017, but an increase 

                                           
126 For a detailed analysis see Annex-E 1.1. 
127 For a detailed analysis see Annex E-1.2. 



 

54 

was recorded in 2018 and 2019 (about 3.7-fold growth from 2017 to 2019). Georgia’s 

main export partners in textile are the CIS countries and Turkey. 

In order to export apparel and textiles to the EU tariff free, the consignment should be 

accompanied by a movement certificate EUR 1 or the PEM certificate to comply with RoO 

(as provided by the DCFTA). Given that Georgia does not have the resources and 

correspondingly production of all the components needed for the whole-cycle production 

of apparel, it is difficult for Georgian companies to comply with the PEM rules of origin. 

The exception is a special customs procedure – the inward processing procedure128 – 

whereby no import tariffs apply to exports to the EU or to Turkey.129 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. The main 

disadvantage for Georgia in the production of apparel is the lack of necessary materials, 

and thus the value added created in Georgia is low (only costs for the finalisation of ready-

made products). There is no possibility to export to the EU tariff free, except for in 

contracting manufacturing.  

As the PEM Convention provides the possibility of cumulation of RoO with the PEM member 

countries, Georgia has the potential to 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 potential to manufacture 

apparel in Georgia using materials imported from Turkey, and then to export to the EU 

tariff free.  

Overall, the DCFTA has had a positive influence on trade in apparel between Georgia and 

the EU. However, trade has intensified mostly with the large companies, whereas SMEs 

have reoriented their exports towards non-EU countries. Trade in textiles 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 towards other markets, mainly the CIS countries and Turkey. 

7.1.3 Case study: ICT services130 

The growth of the ICT sector is impressive in Georgia, and SMEs play a vital role in this 

development as they represent 99% of the companies active in this sector. Both Georgian 

imports to and exports from the EU in the ICT sector have demonstrated significant 

expansion. This refers in particular to Georgia’s ICT exports to the EU, which increased 

from EUR 2.5 million in 2016 to EUR 24 million in 2019 (more than 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 the total ICT exports of Georgia. Such an 

impressive increase of exports from Georgia to the EU, where the ICT sector is well 

developed and has longer history of operation than in Georgia, indicates that Georgian IT 

companies produce high quality products that could be competitive at the EU level.  

The Georgian Government has undertaken several actions for the development of the ICT 

sector in Georgia, among others by establishing 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 in the information technology sector and to facilitate export. In addition, the 

Tax Code of Georgia allows IT companies to obtain the status of an International Company 

and to benefit from preferential tax regimes while operating in the country and exporting 

their services abroad. 

As pointed out by several stakeholders, the main challenge for the development of the ICT 

sector in Georgia is the lack of highly qualified human resources that can be involved in 

the production of high-quality IT services. 

                                           
128 Source: Georgian Customs Code, Article 142. 
129 Source: 3DCFTAs, Georgia’s Competitiveness in Apparel Export to the EU under the DCFTA, 11 September 2020. 
130 For a detailed analysis see Annex E-1.3. 

https://3dcftas.eu/publications/georgia’s-competitiveness-in-the-apparel-export-to-the-eu-under-the-dcfta
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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 trade in services in ICT. Besides, the DCFTA is rather thinly provisioned when it comes 

to ICT services. Moreover, the AA was concluded before the launch of the Digital Single 

Market back in 2015, and most of the provisions laid down in the chapters and relevant 

annexes on electronic communications and information society are now outdated. The 

analysis shows that trade in ICT between Georgia and the EU has become quite important, 

thus updating the Agreement with the new EU legislation and policies in the 

telecommunication sector could promote further trade expansion in this sector.  

7.1.4 Stories on SMEs131 

Jams and canned vegetables 

In agricultural exports the DCFTA seems to promote the export of jams and canned 

vegetables. Namely, it has opened new markets for Georgian exports to Austria, Belgium 

and Romania. New export positions have also been introduced for exports in dried fruits, 

fruit leather and dried lemon. Since the entry into force of the DCFTA, Georgian SMEs have 

started to export these products to Germany, Greece, Poland, the Netherlands, Lithuania 

and Latvia.  

 

Fresh fruits and vegetables 

The DCFTA has also triggered 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 terms of 

nominal value, the growth rates are still considerable. 

 

Furniture 

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.  

 

Georgian SMEs have also benefited from several programmes funded and facilitated by 

EU4Business.132  

7.1.5 Government policies133 

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 later for 2021-2025) and 

established national agencies and programmes to increase the competitiveness of SMEs in 

targeted sectors. These programmes and agencies play an important role in increasing the 

competitiveness of SMEs. However, exports by SMEs have not seen a major improvement 

since the implementation of the DCFTA. This implies that government actions should be 

more focused on enabling SMEs to reap the full benefits offered by the Agreement.  

                                           
131 For a detailed analysis see Annex E-1.4. 
132 Ibid.  
133 For a detailed analysis see Annex E-1.5. 
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7.1.6 Stakeholder consultations134 

The majority of stakeholders think that the overall business environment for SMEs has 

improved as a result of the DCFTA, and that more SMEs have started exporting. Most 

respondents agree that due to the DCFTA, SMEs’ access to funding has increased. Funding 

and financial support are 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 mostly agree that the DCFTA has had a positive influence 

on SMEs, but they find that SMEs have benefited less than large companies from the 

implementation of the Agreement.  

7.2 Impact of the DCFTA on consumers (Task 13.2) 

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 measures. 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 measures has an 

impact on all enterprises involved – directly or indirectly – in agriculture. SPS measures 

also concern a broad range of consumers, almost everyone, so it is important to evaluate 

their impact. 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 measures in milk 

and dairy. The detailed analysis is presented in Annex E-2.  

Case study: effects of the legislative approximation of SPS measures on milk and dairy 
products135  

The framework law that regulates food production and processing in Georgia is the 

Food/Feed Safety, Veterinary and Plant Protection Code (Food Safety Code). The Food 

Safety Code was adopted in 2012 in accordance with the Food Safety Strategy and 

Legislative Approximation Programme (adopted in 2010136 within the framework of the 

DCFTA preparation process). In addition, Georgia has adopted a number of regulations to 

establish the HACCP system (see Annex E-2). 

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 these small suppliers, the above-

mentioned rules of hygiene envisage some exemptions. More precisely, simplified rules 

apply to households, business operators with small business status,137 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.  

In Georgia, raw milk is produced mainly in households or smallholder farms and is collected 

in milk collection centres for further processing. 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. Yet, the number of modern farms is low. 

Compliance costs related to the introduction of 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 

                                           
134 For a detailed analysis see Annex E-1.6. 
135 For a detailed analysis see Annex E-2.  
136 Government Decree N1756, 28 December 2010, 
http://www.dcfta.gov.ge/public/filemanager/publications/2020.pdf 
137 According to the Food Safety Code, ‘small business’ is defined as a business operator whose annual turnover 
does not exceed GEL 200,000. 

http://www.dcfta.gov.ge/public/filemanager/publications/2020.pdf
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high as for SMEs, or they already had established high safety standards to increase their 

competitiveness on the market. 

The adoption of 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 

consumer price index (CPI) for dairy products has not increased significantly, hygiene 

requirements do not seem to have had a significant influence on price increase that could 

negatively affect consumers.  

As the Georgian market is mainly dominated by local production, which has a 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 also be noted that the DCFTA has 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. Moreover, most of the stakeholders interviewed 

evaluated the DCFTA’s impact on consumers positively. 

Overall, the analysis suggests that approximation of Georgian legislation to EU acquis in 

the milk and dairy sector has not resulted in any noticeable price increase and, thus, it 

has not had any influence on consumer welfare. However, it can be assumed that, due to 

the framework of the DCFTA, in the long-run the legal approximation will lead to 

improvements in the safety and the quality of milk and dairy products placed on the 

Georgian market.  

 

8 ANALYSIS OF SUSTAINABLE DEVELOPMENT EFFECTS (TASK 14) 

8.1 The impact of implementing the TSD Chapter of the DCFTA (Task 14.1) 

The aim of this task is to assess the implementation of the sustainable, labour, social, 

environmental and climate-related aspects of Title V, Chapter 13 ‘Trade and Sustainable 

Development’ (TSD) of the DCFTA between the EU and Georgia.138 This analysis relies on 

desk research and a general assessment of the TSD Chapter’s implementation received 

during stakeholder consultations and feedback obtained through interviews conducted for 

this ex-post evaluation. For the context and methodological considerations, please consult 

Annex F.  

8.1.1 Implementation of institutional setup and oversight 
mechanisms 

As the European Commission’s 2017 non-paper (p. 3) points out, ‘the institutional 

structure of EU TSD chapters is designed to be inclusive, through platforms where civil 

society can play an advisory role’. It emphasises that the monitoring of FTA 

implementation is executed, among others, through ‘direct exchanges amongst civil 

society actors and with governments’. These platforms include Domestic Advisory Groups 

(DAGs) on each side and joint civil society platforms bringing together representatives 

from both parties.  

a. Contact point: to facilitate communication and exchange of information between the 

parties during the implementation of the TSD Chapter, both the EU and Georgia are 

obliged to designate an office within their administration to be a contact point. The 

contact points have been established. In the case of Georgia it is within the Ministry 

of Economy and Sustainable Development. 

b. Trade and Sustainable Development Subcommittee: as envisaged by the TSD Chapter, 

the EU-Georgia Trade and Sustainable Development Subcommittee (TSD 

                                           
138 Title V Chapter 13 EU-Georgia DCFTA, https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX: 
02014A0830(02)-20180601&from=EN  

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02014A0830(02)-20180601&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02014A0830(02)-20180601&from=EN
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Subcommittee) was established in 2016. Sixjoint meetings of the EU-Georgia TSD 

Subcommittee have been conducted so far: in 2016, 2018, 2019,139 and 2021. ￼ At 

the last, sixth meeting of the TSD Subcommittee, the EU welcomed Georgia’s efforts 

in implementing its commitments under the TSD Chapter in the labour area, and in 

its mechanisms and institutions, among others, related to the establishment of a 

Labour Inspection Service as an independent agency. In the area of environment, the 

EU welcomed progress made by Georgia in bringing its legislation in line with the 

Convention on International Trade in Endangered Species of Wild Fauna and Flora 

(CITES), as well as Georgia’s emphasis on strengthening its capacity to enforce 

national and international rules on wildlife trade. The EU encouraged Georgia to revise 

its NDC upwards in time for the global stock take within the framework of the 2023 

UNFCCC to avoid an increase in emissions. In addition, the EU encouraged Georgia to 

include a target of climate neutrality by 2050 in the Long-Term Strategy, which is 

planned for adoption in 2022. 

c. Civil society participation – Domestic Advisory Groups (DAGs) and Joint Civil Society 

Dialogue Forum: During its first meeting in 2016, the TSD Subcommittee agreed on 

the rules of operation of the Joint Civil Society Dialogue Forum (JCSDF). Five JCSDFs 

were held jointly with the EU-Georgia TSD Subcommittee meetings. DAGs comprise 

independent representative organisations of civil society and may submit views or 

recommendations on the implementation of the TSD Chapter. The EU DAG for 

Georgia140 was established in mid-2015 and is composed of members of the European 

Economic and Social Committee (EESC) and other European CSOs.141 The first joint 

meeting between the Georgian and EU DAGs142 was held in 2016 in Tbilisi. So far, 

seven joint meetings have been held. Civil society representatives are very active in 

both platforms and provide valuable advice and support for effective implementation 

of DCFTA obligations. 

d. Dispute settlement as an auxiliary mechanism, government consultations: regarding 

any matters related to the TSD Chapter, the parties shall only have recourse to the 

procedures under Articles 242 and 243 AA requesting government-to-government 

consultations. The parties shall try their best to resolve the matters in a mutually 

satisfactory manner and, if needed, they may request that the TSD Subcommittee be 

convened to consider the matter, which can seek advice from DAGs, the parties or 

other experts. If consultations are requested, the parties set up a panel of experts 

consisting of independent experts on trade, labour and the environment. At the first 

meeting of the EU-Georgia TSD Subcommittee, the list of experts was agreed 

(including five experts proposed by Georgia and six by the EU, and five 

chairpersons).143 At the time of writing, this mechanism has never been used between 

Georgia and the EU. 

8.1.2 Implementation of labour TSD provisions  

Multilateral labour standards and agreements 

Since 1993, Georgia has ratified 18 ILO conventions in total, including (all) eight 

fundamental conventions, two (out of four) governance (priority) conventions and eight 

technical conventions.144 Georgia already reflected in its national legislation labour 

standards ensuring freedom of association, collective bargaining, elimination of forced 

                                           
139 Minutes of all meetings: http://trade.ec.europa.eu/doclib/cfm/doclib_section.cfm?sec=789  
140 Rules of procedure of the EU Domestic Advisory Group created under Article 240.4 of the EU-Georgia AA. 
141 https://trade.ec.europa.eu/doclib/docs/2015/march/tradoc_153196.pdf; https://trade.ec.europa.eu/doclib/ 
docs/2018/march/tradoc_156653.pdf 
142 List of EU and Georgia’s DAG members: https://www.eesc.europa.eu/en/sections-other-bodies/other/ 
domestic-advisory-group-georgia/organisation 
143 Decision No 2/2015 of the EU-Georgia Trade and Sustainable Development (TSD) Subcommittee of 18 November 
2015, https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A22017D1366 
144 ILO, https://www.ilo.org/dyn/normlex/en/f?p=1000:11200:0::NO:11200:P11200_COUNTRY_ID:102639 

http://trade.ec.europa.eu/doclib/cfm/doclib_section.cfm?sec=789
https://www.eesc.europa.eu/en/sections-other-bodies/other/eu-georgia-domestic-advisory-group
https://trade.ec.europa.eu/doclib/docs/2015/march/tradoc_153196.pdf
https://trade.ec.europa.eu/doclib/docs/2018/march/tradoc_156653.pdf
https://trade.ec.europa.eu/doclib/docs/2018/march/tradoc_156653.pdf
https://www.eesc.europa.eu/en/sections-other-bodies/other/domestic-advisory-group-georgia/organisation
https://www.eesc.europa.eu/en/sections-other-bodies/other/domestic-advisory-group-georgia/organisation
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A22017D1366
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labour, abolition of child labour and abolition of all forms of discrimination in employment, 

which are covered by the ILO fundamental conventions.  

Georgian legislation also reflects the main requirements of the ratified ILO fundamental 

conventions regulating employment-related issues covered by the TSD Chapter in its 

framework laws on labour relations in non-public and public sectors, in particular under 

the Georgian Labour Code145 and the Law on Public Service,146 which have undergone 

significant changes during recent years. The main aim of these changes is to bring national 

legislation to a higher level of compliance with international/ILO labour standards. Georgia 

has also adopted separate laws ensuring the prohibition of discrimination in labour 

relations and forced labour, as well as ensuring children’s rights and freedom of 

association. In 2020, an independent agency – the Labour Inspection Service – was 

established under the Ministry of Internally Displaced Persons from the Occupied 

Territories, Labour, Health and Social Affairs (MoIDPLHSA) and a separate Law on Labour 

Inspection Service147 was adopted. In 2019, Georgia adopted the Organic Law on 

Occupational Safety (which replaced its existing Law on Occupational Safety) in 

accordance with EU Directive 89/391/EEC, and relevant changes were made to the Labour 

Code and related legislation. The establishment of a labour inspectorate and creation of 

legislative grounds for it, as well as the adoption of the Occupational Safety and Health 

(OSH) Law and implementing regulations were envisaged by the TSD work plan for 2018-

2020.148 The EU gave a positive evaluation of Georgia’s progress in these areas at the fifth 

meeting of the TSD SC.149 

At this stage a peer assessment of the equivalence of Georgian labour legislation to the 

substantive content of the ILO conventions and obligations ratified by Georgia is ongoing 

by the ILO and will be finalised in the near future.150 

Most stakeholders underlined that the Agreement has had a positive effect on the 

implementation of the core labour standards in Georgia, especially at the legislative level. 

Regarding implementation, it was mentioned that there are some challenges, among 

others related to a still insufficient level of awareness among employers and employees 

regarding new norms. The EU and ILO are providing continuous support to Georgia aiming 

to improve legislation and implementation in practice, as well as increase stakeholders’ 

awareness and knowledge of new norms. 

The effectiveness of implementation of new changes to Georgia’s labour legislation, as well 

as the effectiveness of the Labour Inspection Service, will be more visible in the medium 

term (one to two years after the start of implementation). 

a. Freedom of association and collective bargaining 

The right to organise and conduct collective bargaining is regulated by the Georgian Labour 

Code, which reflects the main principles of the relevant ILO convention, among others 

those related to discrimination on the basis of trade union membership in pre-contractual 

and labour relations. According to the code, employers and employees may form 

associations or trade unions without prior permission of the other party, and any 

interference in the activities of such associations/unions is prohibited (as requested by 

Conventions C087 and C098).151 A collective dispute should be resolved under conciliation 

procedures between the parties, involving direct negotiations between the parties of a 

collective agreement, or through mediation. A mediation mechanism for collective dispute 

                                           
145 https://matsne.gov.ge/ka/document/view/1155567?impose=translateEn&publication=18  
146 https://matsne.gov.ge/ka/document/view/3031098?impose=translateEn&publication=26  
147 https://matsne.gov.ge/ka/document/view/5003057?impose=parallelEn&fullscreen=1&publication=0  
148 Trade and Sustainable Development Work Plan for 2018-2020 
149 EU-Georgia TSD Subcommittee, fifth meeting; Joint Statement, 6 July 2020. 
150 Interview with the ILO within the framework of the stakeholder consultations. 
151 Labour Code, Section III.  

https://matsne.gov.ge/ka/document/view/1155567?impose=translateEn&publication=18
https://matsne.gov.ge/ka/document/view/3031098?impose=translateEn&publication=26
https://matsne.gov.ge/ka/document/view/5003057?impose=parallelEn&fullscreen=1&publication=0
https://trade.ec.europa.eu/doclib/docs/2019/april/tradoc_157858.pdf
https://trade.ec.europa.eu/doclib/docs/2020/july/tradoc_158891.pdf
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resolution was introduced in 2013 and mediation rules were approved.152 The mechanism 

of collective bargaining, including through mediation, is improving, but its effectiveness is 

still insufficient at this stage because, amongst other things, of a lack of awareness on the 

efficiency of such mechanisms from the best international practices.153 In 2017, the ILO 

recommended that Georgia consider the possibility of a further reduction in the minimum 

membership requirement for trade unions154 (which by that time had already been reduced 

from 100 to 50.155 As a result of changes to the Law on Trade Unions in 2020, the 

membership requirement for the establishment of a trade union was further reduced to 

25.156  

b. Forced labour  

Forced labour is prohibited by Georgian legislation: Article 30(1) of the Constitution of 

Georgia prohibits forced labour; the Labour Code of Georgia defines sanctions for forced 

labour, for those cases which do not involve a criminal offence (if such an element exists, 

it is treated by criminal legislation); since 2010 Georgia has had a Law on Combating 

Human Trafficking, which defines legal and organisational grounds for preventing and 

combating human trafficking and forced labour; and penalties for labour trafficking are 

prescribed in the Criminal Code of Georgia.  

Georgia made progress in the prohibition of forced labour, complying with the main 

principles of Convention C29, by amending the Labour Code in late 2020,157 when, among 

other changes, the Labour Inspection Service became responsible for controlling forced 

labour in employment and occupation. In addition, as mentioned above, sanctions were 

defined for forced labour (as required by Convention C105), which can be imposed by the 

Labour Inspection Service. The Ministry of Interior (Criminal Police Department) is involved 

in the elimination of human trafficking and provides special education for staff involved in 

the area concerned. In 2020, a special Agency for State Care and Assistance for Victims 

of Trafficking was established (replaced the existing fund, which was created in 2014) with 

the aim of providing support to victims of discrimination and human trafficking, among 

others through legal support and the provision of shelter.158 

The Government of Georgia acknowledges that the identification of cases of labour 

exploitation and forced labour is one of the main challenges,159 and sets the identification 

of victims of trafficking among its top priorities.160 An Inter-Agency Council, which was 

established in 2006, elaborates and approves two-year National Action Plans on combating 

trafficking in human beings. On 4 December 2020, the Council adopted its 2021-2022 

National Action Plan. 

International organisations and partners acknowledge efforts made by Georgia in combating 

trafficking and labour exploitation, but recommend taking additional actions in this regard, 

through enhancing the legal, policy and institutional framework (see more details in Annex 

F.1).  

c. Child labour 

                                           
152 Government Decree N301, 25 November 2013, on the approval of the procedure for reviewing and resolving 
collective disputes through conciliation procedures, 
https://matsne.gov.ge/ka/document/view/2091854?publication=3 
153 According to the stakeholders’ consultation. 
154 ILO, Observation (CEACR) - adopted 2017, published at the 107th ILC session (2018) on the Convention 
C087. 
155 Changes to the Law on Trade Unions 22.06.2012 
156 Changes to the Law on Trade Unions, 29.09.2020 
157 Amendments to the Labour Code of Georgia, 29 September 2020. 
158 Government Decree N58, 29 January 2020. 
159 ILO, Country Baseline under the ILO Declaration Annual Review: Georgia (2018-2019), 
https://www.ilo.org/wcmsp5/groups/public/---ed_norm/---
declaration/documents/publication/wcms_752635.pdf 
160 COE, Government's Reply to GRETA's Third Questionnaire, https://rm.coe.int/greta-2018-26-geo-rep-
en/168098188b 

https://matsne.gov.ge/ka/document/view/2091854?publication=3
https://www.ilo.org/dyn/normlex/en/f?p=1000:13100:0::NO:13100:P13100_COMMENT_ID:3344019
https://www.ilo.org/dyn/normlex/en/f?p=1000:13100:0::NO:13100:P13100_COMMENT_ID:3344019
https://matsne.gov.ge/ka/document/view/5003141?publication=0#DOCUMENT:1;
https://matsne.gov.ge/ka/document/view/4784324?publication=0
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Employment and labour relations with minors (aged under 18) are regulated by the Labour 

Code. The Labour Code distinguishes minors under the age of 14, and between the ages 

of 14-16 and 16-18. According to the Labour Code, the legal capacity of a person to enter 

into a labour agreement arises from the age of 16. Under 16, an employment contract 

with a minor can be concluded upon the consent of his/her legal representative. There are 

restrictions on the employment of minors under 14 in certain types of activities (e.g. 

gambling and nightclubs), as well as related to working hours in the case of minors aged 

14-16 and 16-18. Amendments introduced into the Labour Code in 2020 cover, among 

others, conditions and possible areas of employment of juveniles in different age groups. 

Sanctions were defined for unlawful actions against minors in the form of fines without 

warning (as in other cases).161 To better regulate and streamline the protection of 

children’s rights, in 2019 the Code on the Rights of the Child162 was adopted. The new 

code provides protection for children from harmful forms of labour and all forms of 

economic exploitation. There are no recent detailed surveys available on child labour, 

except for the survey carried out by Geostat with ILO support in 2016.163 A lack of available 

systemic statistical data on child labour makes it difficult to assess the situation in this 

regard. However, as revealed by the Special Report of UNICEF and Public Defender,164 and 

by the interviews with stakeholders conducted by the authors of this report, there is a 

need to improve the effectiveness of control over child labour, as well as mechanisms for 

its prevention. Child labour in Georgia (like many other countries) is mainly conditioned 

by poor socioeconomic conditions. Minors are mostly employed in households and 

especially in rural regions, mostly in agriculture. Some minors try to earn a living on the 

streets, among others as street vendors or even begging, while others work seasonally 

during the tourist season (in hotels and restaurants). Migration of minors for temporary 

work (e.g. to Turkey) also occurs, especially in coastal regions. There are no effective 

mechanisms for the prevention of migration of children. It is underlined in the 

aforementioned Special Report and also mentioned in stakeholder interviews that the 

responsible agencies have not yet developed an appropriate response mechanism or a 

prevention lever. In addition, there is no risk-assessment mechanism. 

d. Antidiscrimination 

The Georgian Labour Code prohibits any kind of discrimination in labour relations (e.g. on 

the grounds of race, nationality, gender, disability, age, material status, or political or 

other affiliation, such as to trade unions), and includes a whole chapter on prohibition of 

discrimination.165 Any type of direct or indirect discrimination, as well as harassment 

(which is a form of discrimination) in the workplace and in pre-contractual relations is 
prohibited, and employers are obliged to ensure equal remuneration of female and male 

employees for equal work. The Labour Code also regulates some aspects of disputes 

related to discrimination,166 and determines sanctions in the case of violation of legislative 

requirements.167 The Georgian Law on Public Service obliges public institutions to include 

antidiscrimination provisions in internal legal acts related to organisational processes. Both 

the Labour Code and Public Service Law oblige employers to pay equal remuneration for 

equal work. At this stage, an ILO recommendation168 on implementation of the 

requirements of Convention C100 to incorporate into the Labour Code and Public Service 

                                           
161 According to the Labour Code, sanctions in the form of fines are also defined for unlawful actions against 
pregnant women and people with a disability. 
162 https://matsne.gov.ge/ka/document/view/4613854?impose=translateEn&publication=0 
163 Geostat, Georgia National Child Labour Survey 2015, Analytical Report 
164 Public Defender (Ombudsman) of Georgia (2021), Special Report on Child Labour During the New Coronavirus 
Pandemic and Beyond, https://www.unicef.org/georgia/media/6011/file/PDO%20report-Child%20Labour.pdf 
165 Labour Code of Georgia, Chapter II. 
166 In the case of a dispute related to discrimination, and if a job candidate/employee alleges facts that raise a 
reasonable doubt that an employer has violated the norms with regard to prohibition against discrimination, the 
burden of proof rests on the employer. 
167 As a result of changes to the Labour Code in 2020, any violation of its requirements results in either a warning 
or a fine. 
168 Observation (CEACR) - adopted 2020, published 109th ILC session (2021) 

https://www.geostat.ge/media/21021/Georgia-National-Child-Labour-Survey-2015-Analytical-Report.pdf
https://www.unicef.org/georgia/media/6011/file/PDO%20report-Child%20Labour.pdf
https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:13100:0::NO::P13100_COMMENT_ID:4057609
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Law provisions on equal remuneration for work of equal value of work has not yet been 

addressed. A direct request made by the ILO169 on incorporating provisions related to 

‘equal pay for work of equal value into the Law on Remuneration in Public Institutions has 

not been addressed so far. 

In 2014, Georgia adopted the Law on the Elimination of All Forms of Discrimination, with 

the aim of eliminating every form of discrimination and ensuring equal rights for all. It 

applies to all stages of labour relations.170 The Public Defender (Ombudsman)monitors to 

what extent equality and the elimination of discrimination are guaranteed. 

In 2020, the ILO raised the following concerns regarding the implementation of Convention 

C111 by Georgia (2020):171 the definition of sexual harassment does not cover the full 

range of behaviour that constitutes sexual harassment in employment and occupation; the 

level of discrimination based on sexual orientation and gender identity (which is a frequent 

case in Georgia); evidence of discrimination in recruitment; and the lack of assurance of 

equal opportunities for men and women in economic activities. Georgia was asked to take 

steps to ensure effective implementation of Convention C111 and the elimination of the 

above types of discrimination in practice. Regarding equal opportunities in employment, 

the ILO’s observation highlights the fact that despite several programmes implemented by 

Georgia aimed at the economic empowerment of women, there are still challenges in this 

regard, especially in rural areas. As mentioned above, in late 2020 Georgia introduced 

changes to its labour legislation stipulating antidiscrimination provisions (by adding a 

special chapter on the prohibition of labour discrimination). However, these problems still 

need to be addressed in practice, among others through education, which would be an 

essential component for effective implementation. A direct request made by the ILO 

regarding the incorporation of provisions related to prohibiting direct and indirect 

discrimination at all stages of employment and occupation is also addressed. 

Protection of LGBT rights remains a concern in Georgia and the activities of the LGBT 

community often become the subject of confrontation between different groups of people. 

They face problems in terms of freedom and assembly due to the existence of homophobic 

groups. On July 5 2021, as a result of violent action by homophobic groups against civil 

activists, community members and journalists in Tbilisi (related to the planned Tbilisi Pride, 

which was cancelled to avoid turbulence and confrontation), a number of people, including 

over 40 representatives of the media were injured.172 This aggression was heavily criticised 

by the media, civil society, NGOs and international organisations173 and was followed by 

continuous street protests. Several perpetrators of the violence were sentenced to 

imprisonment and some have been released on bail. However, the investigation was 

questioned by media and NGOs. According to the Special Report on Combating and 

Preventing Discrimination and the State of Equality of the Public Defender (2021), the 

most frequent discrimination cases in employment and occupation in the public and private 

sectors in 2020, namely 18%, concerned discrimination on the grounds of gender, followed 

by discrimination based on a different opinion (12%) and political views (9%).  

8.1.3 Implementation of selected environmental TSD provisions 

An assessment conducted by the European Parliamentary Research Service (EPRS) in 2020 

evaluated Georgia as making progress in terms of environmental governance, although it 

was seen as one of the weaker points of implementation (EPRS, 2020, pp. 32, 52-53). 

Furthermore, the European Parliament Research Center called for the Commission to 

‘facilitate Georgia’s participation in the European Green Deal’ (EPRS, 2020, para. 31). 

                                           
169 https://www.ilo.org/dyn/normlex/en/f?p=1000:13100:0::NO:13100:P13100_COMMENT_ID,P13100_ 
COUNTRY_ID:4057606,102639 
170 Provisions of the Law apply, among others, to labour and pre-contractual relations, access to professional 
development and vocational training, and remuneration and termination of labour relations. 
171 Observation (CEACR) - adopted 2020, published 109th ILC session (2021); Convention C111, Georgia 
172 The Report of the Public Defender on LGBT+ rights, 2021; 
https://www.ombudsman.ge/res/docs/2022042914343766642.pdf  
173 Joint Statement on Violence in Tbilisi; 
https://www.eumm.eu/en/press_and_public_information/features/37054/?year=2021&month=12  

https://ombudsman.ge/res/docs/2021051313265374968.pdf
https://www.ilo.org/dyn/normlex/en/f?p=1000:13100:0::NO:13100:P13100_COMMENT_ID,P13100_COUNTRY_ID:4057606,102639
https://www.ilo.org/dyn/normlex/en/f?p=1000:13100:0::NO:13100:P13100_COMMENT_ID,P13100_COUNTRY_ID:4057606,102639
https://www.ilo.org/dyn/normlex/en/f?p=1000:13100:0::NO:13100:P13100_COMMENT_ID:4057602:NO
https://www.ombudsman.ge/res/docs/2022042914343766642.pdf
https://www.eumm.eu/en/press_and_public_information/features/37054/?year=2021&month=12
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Representatives of public administration, business and CSOs of Georgia interviewed within 

the framework of this project agreed that there had been steady progress in advancing 

the transposition of environment and climate acquis. They noticed that Georgia’s 

environmental legislation had undergone significant changes to comply with EU norms, 

particularly in waste management and energy efficiency. The EU stakeholders interviewed 

considered the DCFTA to be in line with EU commitments to sustainability in trade, yet 

some pointed out that the environmental provisions might be less advanced than other 

aspects of the DCFTA and require further improvements and better elaborated national 

legislation.  

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 noted that the fulfilment of some environmental regulations had 

caused additional bureaucracy and financial burden, especially for SMEs. Overall, most 

representatives of public administration and civil society believed that the DCFTA-related 

policy measures were well linked to the sustainable development goals (SDGs) and other 

national environmental policies. 

a. Multilateral environmental agreements 

The approach taken in TSD chapters generally focuses on strengthening ‘the existing 

multilateral governance structures rather than creating a parallel set of bilateral rules on 

labour and environment’ (Non-paper of the Commission Services, 2017, p. 4). Before 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+).58 According to the Trade Sustainability Impact Assessment 

(SIA), two ratifications59 may have been related to Georgia’s wish to maintain its GSP+ 

status (Ecorys & CASE, 2012, p. A63).  

Implementation of MEAs and regular exchange of information on national frameworks are 

an important focus area of the DCFTA. Several MEAs have been highlighted as part of the 

action plans or in the minutes of the TSD SC, and are thus selected for a more detailed 

assessment (for more details, see Annex F.1). Since the beginning of the implementation 

of the DCFTA, Georgia has ratified the Paris Agreement and continues to implement other 

MEAs. 

b. Framework Convention on Climate Change (UNFCCC) and climate-related national 

legislation 

The Paris Agreement was approved by Government Decree and entered into force in 

Georgia in 2017. Nationally Determined Contributions (NDCs) were updated and approved 

by the government in April 2021. They included an unconditional target of 35% 

greenhouse gas (GHG) reduction by 2030 compared to 1990 levels, and committed to a 

target of 50 to 70% of its total GHG emissions with international support. These targets 

are more ambitious than those set up in the Intended NDCs in 2015 (MEPA, 2013).174 175 

8.2 Analysis of the DCFTA’s effects on wages, sectoral employment and 

household income (Task 14.2) 

The DCFTA’s direct effect on wages, sectoral employment and household income is not 

clearly visible at this stage. Despite the growth trend of wages and household income 

during the last years (as shown in the analysis below), it is difficult to identify an exact 

correlation between this growth and the DCFTA, as other factors also influence changes in 

these indicators. In addition, it is rather likely that the DCFTA’s impact on wages, if any, 

will be visible in the medium to longer term.  

                                           
174 Georgia’s updated NDCs, 2021, https://www.euneighbours.eu/sites/default/files/publications/2021-
05/NDC%20Georgia_ENG%20WEB-approved.pdf 
175 UNDP, 2021a. 
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There has been no visible change in the employment structure so far. As before the DCFTA, 

the agriculture and trade sectors employ the largest share of people in employment.  

As mentioned before, a significant shift of these indicators also depends, among others, 

on the overall economic policy, growth and FDI attraction dynamics, and the maximum 

possible use of opportunities provided by the DCFTA, especially in export-oriented 

industries. 

Overall, it can be assumed that the DCFTA has had a positive effect on these indicators, 

at least in sectors (or companies at more micro level) that started producing goods 

according to the EU regulations and, respectively, started exporting to the EU; and/or 

sectors/companies engaged in the EU supply chains, e.g. households and farms exporting 

primary agricultural products to the EU or engaged in food processing value chains. The 

effects of the DCFTA on wages and household incomes are perceived by stakeholders as 

positive (based on the stakeholders’ interviews).  

8.2.1 The DCFTA’s effects on wages 

Wages (average monthly earnings of employees) in Georgia have seen a growth trend. 

The average growth rate before and after the DCFTA is approximately the same, with 

slightly lower growth in the post-DCFTA period. During the period 2009 to 2014, the 

average annual growth of nominal wages was 8%, and from 2015 to 2019 it was 7%. In 

total, wages increased by 38% between 2014 and 2019, while from 2009 to 2014 wage 

growth amounted to 47%.  

Wage increases in real terms have also had a positive trend, but are slower compared to 

real growth in GDP. Over the period 2009 to 2014, average wages increased by 26% in 

real terms and by 47% in nominal terms, which is lower than the 65% increase in nominal 

GDP. Over the period 2015 to 2019, average wages increased by 12% in real terms and 

38% in nominal terms, which is again lower than the 19% increase in real and 58% in 

nominal GDP. 

Figure 7. Wages (average monthly 

nominal, GEL) 

Figure 8. CPI, GDP index and average wage 

index 

 

 

Source: authors’ calculations based on data from  Source: authors’ calculations based on data from 
Geostat. 
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monthly expenditure per household. However, if we consider that only one family member 

is employed (which is frequently the case), earned wage per household is still less than 

household monthly expenditure. 

Wages in the business and non-business sectors differ from each other, and their 

development shows a divergent trend. If during 2014 to 2016 wages in the non-business 

sector were higher compared to those in the business sector, since 2017 wages in the 

business sector have exceeded those in the non-business sector, with an average 
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difference of 7%. The average annual growth of wages in the business sector from 2015 

to 2019 was 8%, while in the non-business sector wages increased by 5% on average. 

Wages differ by type of economic activity. The highest wages are in the financial and 

insurance sectors, ICT and construction, and the lowest are in accommodation and food 

service, education and agriculture. The highest increase in wages during 2014 to 2019 

was identified in the construction sector (84%), mining and quarrying (59%), ICT (55%), 

finance and insurance (54%) and electricity and gas (50%), while the lowest growth was 

recorded in water supply and waste management (20%), education (25%) and agriculture 

(25%) (see Annex F.2). Wages did not decrease in any sector during this period. 

Despite the wage increase in agriculture, this still remains one of the most vulnerable 

sectors, as the agricultural sector employs the larger share of the total employed 

workforce, namely 19% (see Figure 9 on sectoral employment below). At the same time, 

considering that in agriculture and education, which employ more than 30% of the 

employed, wages are the lowest compared to other sectors – and much lower than the 

overall average wage in the country – it can be assumed that the income of about one 

third of the employed is very low. 

8.2.2 The DCFTA’s effects on sectoral employment  

From 2010 to 2014, overall employment increased by 7.5% (87,346 people), while from 

2014 to 2019 overall employment growth,176 which includes both the hired population and 

self-employed, amounted to 3% (an increase of 41,945 people). Notably, the number of 

hired people (on a contractual basis) in the period of 2014 to 2019 increased more than 

in the previous period – by 13% (102,074 people) compared to 12% (85,501 people) from 

2010 to 2014, while the number of self-employed people decreased by 12% (55,143 

people). It might be assumed that some self-employed people moved to contractual-based 

work.177  

According to the available data on sectoral employment178 (2017-2019), the highest share 

of employed people work in agriculture (19%), followed by education and healthcare 

(16%), trade and repair services (15%) and industry (11%). Between 2017 and 2019, the 

highest increase of employed people was recorded in accommodation and food services 

(28%), construction (over 20%) and trade (12%). Considering that tourism and 

construction are among the rapidly developing sectors of the economy, it is logical that 

employment is characterised by high growth rates in these sectors. The highest decline in 

the number of employed in this period was recorded in agriculture (-15%). 

Figure 9. Sectoral employment (1,000 people) 

 

                                           
176 Total employment includes i) hired workers, ii) self-employed people, and iii) non-identified workers. 
177 From 2014 to 2019 the number of unidentified workers also decreased by 92% (5,966 people). 
178 Geostat. Data for 2017 to 2019 are recalculated according to the standards adopted by the ILO at the 19th 
and 20th International Conference of Labour Statisticians. 
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Source: authors’ calculations based on data from Geostat. 

 

It should be mentioned that over 30% of employed people work in low value-added sectors 

such as agriculture (7.4% share in GDP) and education (4.4% share in GDP).179  

 

8.2.3 The DCFTA’s effects on household income 

Household income and expenditure have increased over time. The growth rate of income 

is higher than that of expenditure. Between 2014 and 2019 income per household 

increased by 22% and expenditure by 17%. If in 2009 households were spending 94% of 

their cash income, in 2014 this figure decreased to 82%, and further to 79% in 2019, 

meaning that savings have somewhat increased.  

Figure 10. Income and expenditure per household 

 

Source: authors’ calculations based on data from Geostat. 

 

According to World Bank data, the gross savings to GDP ratio increased from 0.7% in 2009 

to 15% in 2015 and to 19.8% in 2019.180 

During the period 2009 to 2014, cash and non-cash income per household increased by 

68%, while from 2014 to 2019 the increase was lower, amounting to 22%. The main 

source of household income during these periods was wages. The contribution of wages 

to the total income of households was higher in 2014 (40%) and 2019 (45%) than in 2009 

(38%). It may be assumed that the increase was conditioned either by the increase in 

wages or by the increase in the number of employed members per household. A direct 

impact of the DCFTA on household income is not visible at this stage. 

Pensions and social assistance are another major source of household income. In 2019, 

these accounted for 18% of total income, a 29% increase since 2014. Remittances 

accounted for 4% of total household income (this indicator has not changed since 2014). 

The main source of remittances to households are cash transfers from emigrated people, 

who work abroad. 

During 2009 to 2014, total consumption increased by 48%, but from 2014 to 2019 growth 

slowed down to 17%. The largest share of household cash expenditure in 2019 was on 

nutrition (35%), followed by housing (communal services, fuel) (12%) and healthcare and 

transport (11% each). 

                                           
179 Geostat, National Accounts, https://www.geostat.ge/media/37667/%E1%83%99%E1%83%A0%E1%8 
3%94%E1%83%91%E1%83%A3%E1%83%9A%E1%83%98-2019.pdf 
180 World Bank, open data, https://data.worldbank.org/indicator/NY.GNS.ICTR.ZS?locations=GE 
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Despite the reform of the healthcare system and introduction of Universal Healthcare in 

2013, the share of household expenditure on healthcare has not decreased. On the 

contrary, from 2013 to 2019 it increased by two percentage points (from 10% in 2013). 

8.3 The DCFTA’s impact on the pillars of the Decent Work Agenda (Task 14.3) 

The DCFTA plays an important role in achieving the SDGs and, overall, has had a positive 

impact on the Decent Work Agenda. This was underlined by most stakeholders during the 

interviews. Implementation of the DCFTA, and more specifically the TSD Chapter, 

supported creation of grounds at the legislative level for the improvement and promotion 

of the Decent Work Agenda. However, the legislative framework still needs further 

streamlining and, most importantly, implementation in practice (e.g. with regard to 

working time, the protection of occupational safety rules etc.) requires further effort.  

The impact of the DCFTA on the four pillars of the Decent Work Agenda varies. The direct 

impact of the DCFTA on employment generation and job creation cannot be identified in 

the reporting period because in this case other factors, such as the overall economic 

situation, regulatory environment, investment policies and skills, play an important role 

and determine the situation of the market. Given that the DCFTA offers a unique 

opportunity for free trade with the EU and increases Georgia’s export potential, more 
visible effects are expected in medium to long term. Georgia receives substantial 

assistance from the EU for SME development (including budget support and financial 

support to SMEs through financial institutions), accompanied by technical assistance 

programmes, which in turn contribute to job creation and the development of 

entrepreneurship. For the period 2017 to 2023 the EU allocated EUR 47.65 million to the 

economic and business development of Georgia.181 The DCFTA has had a positive impact 

in terms of improving the legal base for safe working conditions and strengthening 

enforcement mechanisms, but problems still persist in the case of informal employment. 

The impact of the DCFTA on household income at this stage is still limited. The DCFTA has 

had a positive effect on the improvement of working conditions and labour standards due 

to Georgia’s advancement in the implementation of core labour standards at the legislative 

level and introduction of enforcement mechanisms, but further efforts for effective 

implementation are needed. The DCFTA supports the establishment and strengthening of 

institutional mechanisms for social dialogue, but in the opinion of some stakeholders, the 

working process in the social dialogue needs to be strengthened and become more active 

in order to increase the role of this mechanism in practice. It is important that a high-level 

Tripartite Commission on Social Partnership meets at least on a quarterly basis as it is 

envisaged by its charter.  

8.3.1 Employment and poverty 

Employment 

Real GDP per capita grew by 6.2% on average between 2009 and 2014, slowing down to 

an average of 4.1% between 2015 and 2019. In terms of purchasing power parity, GDP 

per capita increased from 7,000 USD in 2009 to 11,600 USD in 2014 and 15,600 USD in 

2019. Output per capita in GEL increased by 10.7% from 2010 to 2014 and by 9.9% from 

2014 to 2019.182 Based on ILO statistics, output per worker in terms of purchasing power 

parity increased more, by 27% in the post-DCFTA period compared to 19% between 2010 

and 2014.183 According to the latest available ILO statistics, labour income as a percentage 

of GDP saw an increasing trend between 2010 and 2014 – from 46.7% to 53.1% – but 

started to decline in 2014. By 2017, labour income as a percentage of GDP had decreased 

                                           
181 Delegation of the European Union to Georgia 
182 IMF. 
183 ILO (2020), Output per worker (GDP constant 2011 international $ in purchasing power parity) – ILO modelled 
estimates, November, 
https://www.ilo.org/shinyapps/bulkexplorer35/?lang=en&segment=indicator&id=GDP_211P_NOC_NB_A 

https://eeas.europa.eu/delegations/georgia/69876/economic-and-business-development-georgia_en
https://www.ilo.org/shinyapps/bulkexplorer35/?lang=en&segment=indicator&id=GDP_211P_NOC_NB_A
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to 49.5%.184 From 2010 to 2014, the labour force in Georgia increased by 2%, while from 

2014 the growth tendency slowed down, and for 2017 it had increased by 0.7% only. After 

this, labour force statistics show a declining tendency. Overall, from 2014 the labour force 

decreased by 3.4%. The decrease in the average wage-to-GDP ratio can be explained by 

the fact that the average wage increased, but at a lower rate than before, and at the same 

time the workforce decreased, the latter especially in 2018 and 2019. This decrease in 

workforce can be explained by demographics and increased emigration. 

From 2010 to 2019, the unemployment rate in Georgia decreased from 27.2% to 17.6%, 

and the employment rate increased from 37.5% to 42.7%. It should be mentioned that in 

this period, the labour force decreased by about 2% (1,471 people). From 2010 to 2014, 

the unemployment rate decreased by an average of four percentage points annually, while 

from 2014 it showed a decreasing trend, at five percentage points on average annually. 

During 2010 to 2019, the labour force participation rate increased slightly, by 0.3 

percentage points, but in 2019 compared to 2014 it decreased by 1.9 percentage points. 

Usually, the unemployment rate among women is lower compared to that among men. 

However, the lower unemployment rates for women vis-à-vis men in Georgia may look 

confusing. The reason is that women are considerably less active in searching for work in 

the labour market. Consequently, most of them appear outside the labour force.185 

 

Figure 11. Unemployment rate by gender (%) Table 15. Distribution of population aged 

15 and older, by economic status, % of 

total 
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Employed 31.8 35.0 36.2 

Unemployed 10.6 8.8 6.9 
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57.5 56.1 56.9 
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Employed 44.2 48.8 50.1 

Unemployed 18.0 16.4 11.7 

Population 

outside labour 

force 

37.8 34.7 38.2 

 

Source: authors’ calculations based on data from 
Geostat. 

Source: authors’ calculations based on data from 
Geostat. 

 

When it comes to informal employment, according to the latest available statistics from 

the ILO for 2019,186 women are less engaged in informal employment than men, at 50.1% 

against 52.3%, while the overall rate of informal employment is 51.3%. Self-employed 

people constitute the largest share of informal employment, accounting for 86.5% of total 

informal employment.187 

The main sector with informal employment is agriculture (over 98%), followed by 

construction (61%) and manufacturing (29%).188 As for part-time workers, according to 

the WEF Global Gender Gap Report (2021), the share is much higher among the female 

population (42.9%) than among the male population (28.3%).189  

                                           
184 ILO, Statistics on labour income and inequality, 
https://www.ilo.org/shinyapps/bulkexplorer57/?lang=en&segment=indicator&id=SDG_1041_NOC_RT_A 
185 Geostat (2020), Women and Men in Georgia, https://www.geostat.ge/media/38263/Women-and-Men-in-
georgia%2C-2020.pdf 
186 ILO, Informal employment by gender, 
https://www.ilo.org/shinyapps/bulkexplorer27/?lang=en&segment=indicator&id=EMP_NIFL_SEX_RT_A 
187 ILO, Informal employment rate by status in employment by sex, 
https://www.ilo.org/shinyapps/bulkexplorer27/?lang=en&segment=indicator&id=EMP_NIFL_SEX_RT_A 
188 Ibid. 
189 WEF (2021), Global Gender Gap Report, http://www3.weforum.org/docs/WEF_GGGR_2021.pdf 
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The analysis of unemployment in different age groups shows a gradual reduction of this 

indicator in each age group. The only exception is the 65+ group, where unemployment 

doubled between 2014 and 2019 (see Annex F.3). 

Inequalities still exist in terms of wages (average monthly nominal earnings) by gender 

and by income per household in urban and rural areas. Women’s wages are traditionally 

lower than those of men. From 2010 to 2014, the difference between male and female 

wages was on average 65%. From 2014 to 2019 this difference was reduced to an average 

of 55%. However, from 2014 to 2019 it increased again to 57% (see Annex F.3). The WEF 

ranks Georgia 49th globally (among 156 countries) and 12th in the Eastern Europe and 

Central Asia region (among 26 countries) in the Global Gender Gap Index 2021190 with a 

score of 0.732. Since 2014, Georgia’s position has improved by 36 places from 85th place. 

Despite Georgia being ahead of some EU and CIS countries in the region, additional efforts 

are needed to further improve its situation in the gender equality area. Mean weekly hours 

usually worked in the case of women is lower compared to those worked by men. According 

to the latest available ILO data191 (for 2019), since 2017 this indicator has increased from 

37.8 hours to 39.6 hours in total. For females it has increased from 34.2 to 35.6 hours, 

and for males from 41.4 to 43.4 hours. 

The average monthly income per household is higher in urban areas than in rural areas. 

Over the period 2009 to 2014, this difference decreased from 28% to 25%, and from 2014 

to 2019 it further decreased to 18% (see Annex F.3).  

 

Poverty 

Alleviation of poverty remains a challenge for Georgia. Despite the dramatic decrease of 

absolute poverty from 34.9% in 2009 to 23.5% in 2014, in 2019 some 19.5% of the 

population still lived under the absolute poverty line. Such a reduction was mainly the 

result of Georgia’s performance in terms of economic growth and the introduction of a 

targeted social assistance (TSA) programme in 2006, which gradually became more 

effective. In addition, in this period, public financing of healthcare increased. According to 

the World Bank report ‘Georgia: Towards Green and Resilient Growth’, Georgia has made 

remarkable progress in growth and poverty alleviation, as over the past 20 years the 

country has shown impressive growth and introduced effective social policies that support 

the increased welfare of citizens. 

Poverty indicator trends segregated by age, gender and settlement type are identical, with 

an overall decreasing trend that somewhat flattened after 2014. Poverty is highest among 

the rural population and children (aged 0-17)192 (see Annex F.3).  

The share of the population under 60% and 40% of median consumption shows a slowly 

decreasing trend, especially since 2014. Namely, between 2014 and 2019 the share of the 

population under 60% of median consumption decreased from 21.4% to 20.1%, and under 

40% of median consumption from 8.1% to 7.4%. The portion of the population living 

below the international poverty line decreased substantially over a decade. The share of 

population living under USD 1.9, USD 3.2 and USD 5.5 a day decreased between 2009 

and 2014 from 10.1%, 28.9% and 59.9% to 4.9%, 17.8% and 45% respectively, and 

further decreased to 3.8%, 14.8% and 41.9% respectively in 2019 (see Annex F.3). 

However, these indicators are still high, and further effort is needed to improve the welfare 

of the population, especially of those who live below the absolute poverty line of less than 

USD 1.9 a day.  

GINI coefficients also show a significant reduction in inequality.193 The GINI coefficient by 

total income improved from 0.43 in 2009 to 0.40 in 2014, with a further improvement to 

0.39 in 2019. The GINI coefficient by total consumption expenditure improved from 0.40 

                                           
190 Ibid. 
191 ILO, Mean weekly hours usually worked per employed person by sex, 
https://www.ilo.org/shinyapps/bulkexplorer36/?lang=en&segment=indicator&id=HOW_UEMP_SEX_NB_A 
192 Geostat, Living conditions, https://www.geostat.ge/en/modules/categories/192/living-conditions 
193 Ibid. 

https://www.ilo.org/shinyapps/bulkexplorer36/?lang=en&segment=indicator&id=HOW_UEMP_SEX_NB_A
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in 2009 to 0.39 in 2014, and to 0.37 in 2019. However, the GINI coefficient by total 

expenditure remained unchanged, standing at 0.43 during the period 2009 to 2019. 

Between 2009 and 2014 it increased slightly, from 0.43 to 0.44, and then returned again 

to 0.43 in 2019 (see Annex F.3).  

 

Overall, the DCFTA’s direct effect on employment and income is not visible at this stage. 

However, market opening and the increase in exports of primary agricultural products 

(including new products) to the EU has increased the income of the rural population, which 

are engaged in the production of export-oriented products. This is in line with the CGE 

results and regional impact of the DCFTA (discussed in sections 5.1.4 and 5.1.10). Yet, 

these positive trends are observed in nominal terms, and not in real terms, which does 

not give a clear indication on real-term changes, given increasing inflation. Besides, this 

is a new tendency and identification of the DCFTA’s direct impact on the increase of income 

in rural areas requires additional analysis in the medium to long-term. Similar to 

employment and wages, the direct impact of the DCFTA on poverty is not well visible at 

this stage.  

8.3.2 Social protection and healthcare  

Social protection 

Georgia uses three major instruments for social protection: pensions, social assistance 

and healthcare. Overall, around 40% of the population in Georgia is covered by at least 

one social protection benefit. As the ‘Assessment of the Social Protection System in 

Georgia’194 states, Georgia’s system, which consists of a mix of lifecycle and non-lifecycle 

benefits, already performs relatively well. However, key gaps in the provision of social 

protection remain, in particular the absence of a universal child benefit, an expanded 

maternity benefit system and an unemployment scheme. According to the report, such a 

system would not be prohibitively costly – around 2% of GDP. From 2014 to 2019, total 

outlays from the budget hovered around 8% of GDP, with pensions comprising half of 

these expenditures.195  

As for composition of beneficiaries by gender, among pensioners more than 70% are 

women, while among recipients of social benefits only 35% are women (see Annex F.3). 

Between 2014 and 2019, pensions and social assistance expenditure decreased from 4.3% 

and 2.0% of GDP to 3.9% and 1.7% of GDP respectively, while healthcare expenditure 

increased from 1.9% of GDP to 2.3% of GDP (see Annex F.3).  

 

Pensions  

Like all other outlays, pensions are financed by the general budget revenues. In 

accordance with the Budget Code of Georgia, since 1 September 2012 the category of 

pensioners has only included old-age pensioners. Other types of pensioners (such as war 

veterans and people with disabilities) are now considered to be recipients of state 

compensation. Georgia has a universal old-age pension system covering the whole 

population (100%) of retirement age (60 years for women and 65 years for men), 

regardless of their involvement in the labour market. The pension rate for old age is 

generally flat, being equal to GEL 200 in 2019, with the exception of pensioners in high 

mountainous regions who receive 20% in addition. Since 2020, there have been two 

different rates for pensioners, one for those whose age is below 70 years and one for 

pensioners above 70. These rates are currently GEL 240 and GEL 275 respectively.196 In 

                                           
194 ILO (2020), Assessment of the Social Protection System in Georgia, 
https://www.ilo.org/wcmsp5/groups/public/---europe/---ro-geneva/---sro-
moscow/documents/publication/wcms_767261.pdf 
195 Ministry of Finance of Georgia. 
196 Ministry of Internally Displaced Persons from the Occupied Territories, Labour, Health and Social Affair of 
Georgia. 

https://www.ilo.org/wcmsp5/groups/public/---europe/---ro-geneva/---sro-moscow/documents/publication/wcms_767261.pdf
https://www.ilo.org/wcmsp5/groups/public/---europe/---ro-geneva/---sro-moscow/documents/publication/wcms_767261.pdf
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addition, a significant share of the elderly (around 9%) receive TSA.197 In 2019, the 

pension rate (GEL 200) corresponded to 17.7% of the average wage (GEL 1,129.50).198 

In 2014, the pension level was GEL 150. While the replacement rate is quite low in Georgia 

(17.7% in 2019), a faster increase in pensions than wages indicates a gradual rise in the 

replacement rate. 

In 2020, the Law on Pensions was amended and the indexation mechanism based on 

inflation and GDP real growth was introduced.199 In 2018, Georgia adopted the Law on 

Funded Pensions,200 according to which, participation in the funded pension scheme was 

mandatory for citizens under the age of 40. As at 31 December 2020 there were 1,1 million 

participants in the funded pension scheme,201 which constitutes 72.6% of the economically 

active population (1,5 million).202 Contribution to the funded pension scheme is defined as 

2% of salary by employee, 2% of salary by employer and 2% of salary contribution from 

the state budget. The pension fund had accumulated GEL 1,2 billion (GEL 400.6 million of 

which is the government’s contribution) by the end of 2020, which is equal to 6.3 months 

of pension outlays (see Annex F.3). 

The number of recipients of state compensation (which is given to retirees from law 

enforcement agencies, people with disabilities and children under 18 after the death of a 

breadwinner) increased from 20,542 in 2014 to 22,182 in 2019, of whom 80% were 

women.203 The total amount of compensation received by beneficiaries increased from 

GEL 78.4 million to GEL 113.9 million during the same period.  

 

Social assistance programmes 

Based on the 2019 state budget, the government provides the following four types of 

social assistance programme: social assistance to target groups of the population; social 

rehabilitation and childcare; social benefits to residents in highland settlements 

(introduced in 2016); state care, protection and assistance to victims of human trafficking 

(introduced in 2018) (see Annex F.3). 

During the period 2010 to 2014, total social assistance as a percentage of GDP increased 

from 1.1% to 2.0%, but then decreased again between 2014 and 2019 to 1.7%. Overall, 

from 2014, the total amount of social assistance programmes increased by 31%, from 

GEL 637 million to GEL 832 million. 

Social assistance to target groups is the largest budget outlay in the social assistance 

category and comprises three main subcategories: social package; TSA – subsistence 

allowance; and refugee and IDP assistance. During 2014 to 2019, the volume of this 

programme increased by 20%, from GEL 617 million to GEL 741 million (see more 

information about this programme in Annex F.3). 

The first important reform in social assistance was launched in 2004, when the TSA was 

introduced with the aim of assisting families under the poverty line. Special methodology 

based on proxy means testing (PMT) was elaborated to assess the socioeconomic 

conditions of families by assigning scores. Families whose score was below the set 

threshold became beneficiaries of the benefits. This reform was assessed positively by the 

                                           
197 ILO (2020), Assessment of the Social Protection System in Georgia,  

https://www.ilo.org/wcmsp5/groups/public/---europe/---ro-geneva/---sro-
moscow/documents/publication/wcms_767261.pdf 
198 Geostat, Wages, https://www.geostat.ge/en/modules/categories/39/wages 
199 Law of Georgia on State Pensions, 
https://matsne.gov.ge/ka/document/view/27946?impose=translateEn&publication=26 
200 https://matsne.gov.ge/en/document/view/4280127?publication=0  
201 Pension Agency, https://pensions.ge/reports/agency-activity-reports/2020-annual-report 
202 Geostat, Employment and Unemployment, 
https://www.geostat.ge/en/modules/categories/683/Employment-Unemployment 
203 Social Service Agency (2019), Social Statistics, 
http://ssa.gov.ge/files/01_GEO/statistika/EXCEL/12/2019/2019.pdf 

https://www.ilo.org/wcmsp5/groups/public/---europe/---ro-geneva/---sro-moscow/documents/publication/wcms_767261.pdf
https://www.ilo.org/wcmsp5/groups/public/---europe/---ro-geneva/---sro-moscow/documents/publication/wcms_767261.pdf
https://matsne.gov.ge/en/document/view/4280127?publication=0
https://pensions.ge/reports/agency-activity-reports/2020-annual-report
http://ssa.gov.ge/files/01_GEO/statistika/EXCEL/12/2019/2019.pdf
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World Bank. Between 2009 and 2013, an average of GEL 155 million was allocated 

annually to TSA, which was on average 10% of total social assistance expenditures. Based 

on a survey conducted between 2012 and 2013, the economic situation of 82% of the 

surveyed households improved thanks to the TSA.204 

 

Healthcare 

Since 2012, government healthcare expenditure has increased by 242%. From 1.2% of 

GDP in 2012 it reached 1.9% of GDP in 2014. This increase is associated with the 

introduction of Universal Healthcare, which covers the entire population and replaced the 

previous health insurance programme. The increasing trend of share of healthcare 

financing in relation to GDP continued until 2016, when it reached 2.6% of GDP, then 

decreased and in 2019 accounted for 2.3% of GDP. The government provides healthcare 

financing through several major programmes: Health Insurance (until 2015), Universal 

Healthcare, Public Health Protection and Healthcare in Priority Areas205 (for more 

information see Annex F.3). 

In 2019, expenditure on Universal Healthcare constituted 7% of total healthcare 

expenditure, Public Health Protection 10% and Healthcare in Priority Areas 17%.  

According to World Bank206 data, domestic private healthcare expenditure per capita 

significantly exceeds government expenditure, standing at 52% in 2018, 153% in 2014 

and 252% in 2010. The highest difference during the 10-year period between public and 

private healthcare expenditure, 353%, was recorded in 2011. The introduction of Universal 

Healthcare replaced private expenditure. In parallel with growing public expenditure per 

capita since 2015, private expenditure has decreased. Between 2014 and 2019, 

government expenditure per capita increased by 30%, while private expenditure 

decreased by 22%. In terms of out-of-pocket expenditure on healthcare, the introduction 

of Universal Healthcare has definitely had a positive influence. However, the overall 

efficiency of this system and efficiency of public spending still need to be evaluated.  

Figure 12. Domestic general government and private healthcare expenditure per capita 

(current USD), and out-of-pocket expenditure 

 

Source: authors’ calculations based on data from the World Bank. 

 

Out-of-pocket expenditure as a percentage of current healthcare expenditure decreases 

over time. Between 2010 and 2014 it decreased from 73% to 66%, but after 2014 it fell 

to 48%, mainly due to the introduction of the Universal Healthcare system. However, out-

of-pocket expenditure as a percentage of current healthcare expenditure in Georgia 

significantly exceeds the same indicator of upper-middle income countries (33%) and 

Europe and Central Asia countries (18%). 

                                           
204 World Bank (2015), The Impact of Targeted Social Assistance on Labour Market in Georgia 
205 Provision of medical services to the population in priority areas. 
206 World Bank, https://data.worldbank.org/indicator/SH.XPD.PVTD.PC.CD?locations=GE  

58

95 123

203
241

188

73%

66%

48%

0

20

40

60

80

0

50

100

150

200

250

300

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

%

U
S
D

Domestic general government health expenditure per capita (current US$) Domestic private health expenditure per capita (current US$)

Out-of-pocket expenditure (% of current health expenditure)

https://openknowledge.worldbank.org/bitstream/handle/10986/22502/The0impact0of00continuity0approach.pdf?sequence=1&isAllowed=y


 

73 

A direct impact of the DCFTA in the areas of the social protection of the population and 

the healthcare system is not yet visible. At the same time, the social protection system in 

Georgia is based on the principle of equality that follows the principles of the EU Social 

Charter. The introduction of universal healthcare substantially improved access to basic 

healthcare services for the Georgian population and substantially reduced out-of-pocket 

expenses for healthcare, which was a problem especially for socially vulnerable people and 

families living below poverty line. Regarding particular areas of healthcare, Georgia 

continues to make progress in the surveillance and control of communicable diseases and 

prevention and control of non-communicable diseases, and approximates its legislation to 

EU directives as envisaged by the AA. 

8.3.3 Working conditions and labour standards 

Since 1993, Georgia has ratified all eight fundamental ILO conventions related to labour 

standards, and the main requirements of these conventions are already reflected in 

Georgian legislation. Over the last years, especially after 2013, significant changes have 

been introduced into the framework laws regulating labour relations in the private and 

public sectors: the Labour Code207 and the Law on Public Service208. Respective changes 

have been implemented in the related legislation. The main aim of these changes is to 

bring the national legislation and practice to a higher level of compliance with international 

standards and norms. In 2019, Georgia adopted the Law on Occupational Safety209 in 

accordance with Directive 89/391/EEC and introduced the relevant changes into the 

Labour Code, the Law on Public Service and other related legal acts.210 In 2020, Georgia 

adopted substantial changes to the Labour Code, as a result of which the protection and 

implementation of labour standards was strengthened, among others related to 

antidiscrimination, occupational safety, provision of equal opportunities and equal 

remuneration, overtime work, working time, night work and collective bargaining. With 

regard to antidiscrimination, the changes are based on EU Directives 2000/78/EC, 

2000/43/EC and 2006/54/EC, and in the area of employment on Directives 1999/70/EC 

and 91/533/EEC.211 One of the most important changes related to the establishment of 

the Labour Inspection as an independent body under the MoIDPLHSA.  

In 2014, Georgia adopted a completely new law on the Elimination of All Forms of 

Discrimination.212 The provisions of this law apply, among others, to labour and pre-

contractual relations, access to professional development and vocational training, 

remuneration and termination of labour relations. According to this law, the Public 

Defender is responsible for monitoring issues related to discrimination and ensuring 

equality. 

Georgian labour legislation prohibits forced labour. The Labour Code of Georgia defines 

sanctions for forced labour, if such action does not contain elements of criminal offences.213 

Issues related to forced labour are also regulated by the Law on Combating Human 

Trafficking. According to SDG statistics performed by Geostat, between 2015 and 2020 

the number of victims of human trafficking and forced labour decreased from 15 to 6.214  

Georgian labour legislation reflects the requirements of the ILO conventions related to 

child labour (C138 and C182). Employment and labour relations with minors (aged under 

                                           
207 https://matsne.gov.ge/ka/document/view/1155567?impose=translateEn&publication=18 
208 https://matsne.gov.ge/ka/document/view/3031098?impose=translateEn&publication=26 
209 https://matsne.gov.ge/ka/document/view/4486188?publication=1 
210 The Law on Occupational Safety defines general principles of basic requirements of occupational safety and 
sets preventive measures. The obligation of employers and employees related to occupational safety are also 
defined. The law also outlines sanctions and penalties for violation of the law’s requirements. 
211 Parliament of Georgia, Explanatory note to the draft law on the amendments of the Labour Code, 
https://info.parliament.ge/file/1/BillReviewContent/247835  
212 https://matsne.gov.ge/ka/document/view/2339687?impose=translateEn&publication=0https://matsne.gov.
ge/ka/document/view/2339687?impose=translateEn&publication=0 
213 If such an element exists, it is treated by criminal legislation. 
214 Source: Geostat; SDGS Tracker, https://sdg.gov.ge/sdg-tracker 

https://matsne.gov.ge/ka/document/view/1155567?impose=translateEn&publication=18
https://matsne.gov.ge/ka/document/view/3031098?impose=translateEn&publication=26
https://matsne.gov.ge/ka/document/view/4486188?publication=1
https://info.parliament.ge/file/1/BillReviewContent/247835
https://matsne.gov.ge/ka/document/view/2339687?impose=translateEn&publication=0https://matsne.gov.ge/ka/document/view/2339687?impose=translateEn&publication=0
https://matsne.gov.ge/ka/document/view/2339687?impose=translateEn&publication=0https://matsne.gov.ge/ka/document/view/2339687?impose=translateEn&publication=0
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18) are regulated by the Labour Code.215 Georgian legislation defines a minimum age for 

employment of 16 years, which is high compared to ILO Convention C138. Employment 

of children under 14 is only allowed for light works such as sport, cultural or advertising 

activities. The employment of minors in potentially harmful and hazardous works is 

prohibited. The Labour Code also sets limitations on working time for minors. Georgian 

labour legislation abides by the requirements of ILO Convention C182 related to child 

labour, more specifically, it prohibits the engagement of minors in work related to 

gambling and nightclubs; the preparation, transportation and sale of pharmaceutical and 

toxic substances; as well as erotic and pornographic products. It also prohibits trafficking.  

As a result of the aforementioned changes to the Labour Code, sanctions were introduced 

for violation of the legislative norms, among others related to the violation of norms 

concerning the employment of minors. If in other cases of violation the employer receives 

a warning at the initial stage, in cases of violation of employment requirements for minors 

(as well as for pregnant women and people with a disability) the law determines the fines 

without warning.  

Georgia has established mechanisms to coordinate activities to address child labour. 

Several inter-agency councils/commissions at the government and parliament level, as 

well as a Public Defender (Ombudsman), monitor the protection of human rights, including 

those of children. 

A National Child Labour Survey216 conducted in 2015 with the support of the ILO found 

that in Georgia 24,400 children, or 4.2% of the total number of children, were involved in 

child labour217 (for more information see Annex). According to SDG statistics from Geostat, 

the proportion of children engaged in the worst forms of child labour (SDG 8.7.1) was 0% 

in both 2019 and 2020.218  

According to the latest (2020) assessment of the US Department of Labour, Georgia has 

made moderate progress in the elimination of child labour and adopted a number of 

changes to the legislation. However, Georgia’s law enforcement still needs improvement.  

Summary 

Implementation of the DCFTA has had a significant effect on Georgia’s progress towards 

the improvement of working conditions and the protection of labour standards. In recent 

years Georgia has substantially improved its labour legislation and undertook steps aimed 

at effective implementation. However, implementation is still challenging and requires 

further effort. According to the stakeholders consulted, despite substantial progress having 

been made at the legislative, institutional and implementation levels, there are still some 

gaps that need to be addressed.219 Among such issues, bottlenecks in the implementation 

mechanisms of the Law on Occupational Safety were named, in particular the need to 

develop. Some stakeholders (mostly from the business sector) mentioned that despite the 

need for changes to be made to Georgian labour legislation to improve and bring it into 

compliance with ILO labour standards, they had been made in an accelerated manner and 

without a prior impact assessment, which caused some challenges in their implementation. 

8.3.4 Labour inspection and social dialogue 

Through the establishment of a fully-fledged Labour Inspection in 2020, Georgia moved 

closer to international norms. The Labour Inspection Service was operational from 2021. 

                                           
215 The Labour Code distinguishes between minors under 14, between 14 and 16, and between 16 and 18. There 
are restrictions for the employment of minors under 14 in certain type of activities (such as gambling and 
nightclubs), as well as restrictions related to working hours in the case of minors aged 14 to 16 and 16 to 18. 
216 Geostat (2015), Child Labour Survey, https://www.geostat.ge/media/21021/Georgia-National-Child-Labour-
Survey-2015-Analytical-Report.pdf 
217 Child labour concerns economic activity carried out by 5 to 17 year-olds, which is not permitted under UN 
conventions or national legislation. The determining factors of child labour are the child’s age, the type of the 
work, the duration of working hours and conditions of performing the work. 
218 Geostat, SDG Platform, https://sdg.gov.ge/sdg-tracker  
219 Trade unions, labour experts, ILO representatives in Georgia. 

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
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A separate Law on Labour Inspection Service220 was also adopted, according to which the 

Labour Inspection Service is entitled to monitor and control working conditions, as well as 

impose sanctions in cases of infringement of legislation.221 Before the establishment of the 

Labour Inspection Service, these functions had been the responsibility of the Department 

for Inspection of Labour Conditions, which was created in 2015 at the MoIDPLHSA. The 

number of inspections increased during the years 2015 to 2019, from 142 to 1,541. In 

five years of operation (2015-2019) the Department for Inspection of Labour Conditions 

conducted a total of 2,827 inspections. The number of inspectors is also increasing. 

Currently about 90 inspectors are involved in inspection activities. The number of 

inspectors is expected to increase in the near future to 120, which would be sufficient to 

fulfil the necessary functions in the opinion of the representatives of the trade unions 

(which were consulted). However, the qualifications and skills of inspectors still need to 

be developed, despite substantial support from the EU and ILO. At the same time, whether 

the number of inspectors is sufficient or not for effective implementation may be assessed 

later (after one or two years of operation), while it also depends on the qualification of 

inspectors, management, etc. (this was also underlined by the ILO representative within 

the framework of the stakeholder consultation). 

The rights of organisation and collective bargaining, and assurance of freedom of 

association, according to the requirements of ILO Conventions C87and C98, are reflected 

in the Georgian Labour Code. Provisions related to collective bargaining have been 

strengthened during the last years as a result of recent changes. According to the Labour 

Code, the parties of labour relations (besides the employer and employee) are the 

employees’ association and trade union as provided by the organic Law on Trade Unions222 

and the aforementioned conventions (Article 3). Section III of the Labour Code regulates 

collective labour relations and ensures freedom of association and trade unions, which 

parties can form without prior permission. The Law on Trade Unions guarantees freedom 

of the establishment and operation of trade unions in every type of organisation, and their 

independence. As defined by this law, among other functions trade unions have the right 

to conduct collective bargaining, to conclude a collective agreement and to control the 

agreement’s implementation. The Law also guarantees property and financial rights of 

trade unions. 

In 2009, in cooperation with the ILO, Georgia set up a high-level Tripartite Commission 

on Social Partnership223 with the aim of facilitating partnerships between employees and 

employers and supporting dialogue between parties. The members of the Commission are 

representatives of the government, trade unions and employers’ association. The 

Commission is chaired by the Prime Minister of Georgia and provides a dialogue forum to 

address labour issues with the Georgian Trade Union Confederation and Georgian 

Employers’ Association. According to the Charter, the Commission should meet on a 

quarterly basis, but in practice, the meetings are held much less frequently. If there is a 

need an extraordinary meeting can be conducted, the decision of which shall be taken by 

a two-third majority vote of the parties. Each party of the Commission also has the right 

to convene an extraordinary meeting on its own initiative once a year. Employers’ 

associations, trade unions and the business sector see it as a good platform for cooperation 

and dialogue.  

As a result of the first wave of changes to the Labour Code, in 2013 mediation was 

introduced as a mechanism for collective dispute resolution, according to which such 

disputes should be resolved through conciliation procedures. Consequently, the 

government approved the Mediation Rules,224 which also include rules on appointment of 

                                           
220 https://matsne.gov.ge/ka/document/view/5003057?impose=translateEn&publication=0  
221 The Labour Inspection Service can carry out inspections on the grounds of the complaint of an interested 
person; or by its own initiative according to the approved procedures; or on the basis of a notification related to 
the violation of occupation safety norms. 
222 https://matsne.gov.ge/document/view/4382851?publication=2 
223 https://matsne.gov.ge/ka/document/view/2037256?publication=0 
224 https://matsne.gov.ge/ka/document/view/2091854?publication=0 

https://matsne.gov.ge/ka/document/view/5003057?impose=translateEn&publication=0
https://matsne.gov.ge/document/view/4382851?publication=2
https://matsne.gov.ge/ka/document/view/2037256?publication=0
https://matsne.gov.ge/ka/document/view/2091854?publication=0
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a mediator. However, the parties of a dispute have the right to refer to the court of 

arbitration upon agreement. 

The DCFTA’s impact on the establishment of a labour conditions monitoring and inspection 

system is significant, while the creation of a fully-fledged Labour Inspection Service was 

driven by the DCFTA and supported by the EU. The implementation of the DCFTA 

contributed substantially to the strengthening of legal grounds for collective bargaining, 

thus, increasing the role of trade unions in this process. The formats of social dialogue are 

improving, however, there is a need to further strengthen this instrument and the 

operation of the respective platforms. 

8.4 The DCFTA’s impact on the informal economy and informal employment in 

Georgia (Task 14.4) 

Georgia is continuously implementing reforms to reduce the informal economy and 

informal employment. These reforms started before the signing of the AA/DCFTA and have 

continued in the post-DCFTA period. As a result of the reforms (see detailed list in Annex 

F.4), Georgia has made progress in the fight against corruption, which is recognised by 

various international organisations. 

In the Corruption Perception Index by Transparency International, since 2004 Georgia has 

moved up 89 places. From 2014 to 2019 Georgia’s position improved by six places, with 

the country moving from 50th to 44th in the rankings. However, better progress was 

achieved in the years 2009 to 2014, with an improvement of 16 places. In 2020, Georgia’s 

position deteriorated by one place, with the country ranking 45th.  

In the World Bank’s Worldwide Governance Indicators, from 2009 to 2014 Georgia’s 

percentile rank in the Control of Corruption component improved from 56th to 76th 

position, but then worsened by two positions to 74 in 2019.225 

Georgia made progress in the WEF Global Competitiveness Index in irregular payments 

and bribes. In 2010 it ranked 42nd in the world, improved to 23rd place in 2014 and, 

according to the last available data, was in 30th place in 2017.226 

However, despite the achievements of Georgia in the fight against corruption (mainly low 

and middle-level corruption), recently cases of high-level (elite) corruption have 

emerged,227 which are also noted in the assessments of international organisations, civil 

society and public opinions polls228 conducted in Georgia. The issue of elite corruption in 

Georgia as a serious problem was also highlighted in the Resolution of the European 

Parliament on the implementation of the EU Association Agreement with Georgia (2018). 

Due to the improvement of its business environment, Georgia has made substantial 

progress in the World Bank’s Doing Business rankings. From 2009 to 2014, Georgia’s 

position improved by eight places – from 16th to 8th. From 2014, the World Bank 

promoted Georgia by two places, and in 2019 it was ranked 6th and 7th in 2020. Since 

2006, Georgia has improved in all areas covered by the Doing Business rankings. The 

World Bank Doing Business team published two case studies about Georgia on construction 

and licensing reforms.229 

Informality data from the Enterprise Survey230 shows that Georgia performs better than 

the world and Europe and Central Asia (ECA) averages. Indicators improved especially 

                                           
225 World Bank, Worldwide Governance Indicators, 
https://dataviz.worldbank.org/authoring/WGI2020_25Sept2020_ExternalPublish/TableView  
226 WEF, Global Competitiveness Index, 2017-2018. 
227 Transparency International Georgia (2021), Uninvestigated Cases of Alleged High-Level Corruption in Georgia 
– A Periodically Updated List, 23 August, https://www.transparency.ge/en/blog/uninvestigated-cases-alleged-
high-level-corruption-georgia-periodically-updated-list#_ftn2 
228 Transparency International Georgia (2020), Corruption in Georgia: Results of Public Opinion Survey, 10 June, 
https://transparency.ge/en/post/corruption-georgia-results-public-opinion-survey 
229 Case studies: Land administration reform – Start a Revolution (2007); Licensing reform – Licensing 159 
activities — not 909 (2007); World Bank, Doing Business, https://www.doingbusiness.org/en/reports/case-
studies/economy/georgia 
230 Explore Topics (enterprisesurveys.org) 

https://dataviz.worldbank.org/authoring/WGI2020_25Sept2020_ExternalPublish/TableView
http://reports.weforum.org/global-competitiveness-index-2017-2018/competitiveness-rankings/#series=BRIBEIDX
https://www.transparency.ge/en/blog/uninvestigated-cases-alleged-high-level-corruption-georgia-periodically-updated-list#_ftn2
https://www.transparency.ge/en/blog/uninvestigated-cases-alleged-high-level-corruption-georgia-periodically-updated-list#_ftn2
https://transparency.ge/en/post/corruption-georgia-results-public-opinion-survey
https://www.doingbusiness.org/en/reports/case-studies/economy/georgia
https://www.doingbusiness.org/en/reports/case-studies/economy/georgia
https://www.enterprisesurveys.org/en/data/exploretopics/informality


 

77 

between 2013 and 2019 (no data available for 2014). The share of firms competing against 

unregistered or informal firms declined from 56% to 22%; the share of firms formally 

registered when they started operations in the country increased from 96% to 99%; the 

number of years firms operated without formal registration decreased from 1 to 0; and 

the share of firms identifying practices of competitors in the informal sector as a major 

constraint decreased from 14% to 13%. 

Due to the straightforward reforms, the level of non-observed economy in Georgia dropped 

significantly – from 20% in 2009 to 16.3% in 2014, and further decreased to 13.6% in 

2019. However, as mentioned above, informal employment is still a challenge for Georgia. 

According to the ILO's available data, the overall rate of informal employment in Georgia 

was 51.3% in 2019. Informal employment in the female population was lower than in the 

male population – 50% against 52%.  

The share of employment outside the formal economy is highest in the agricultural sector 

(98.4%), followed by the construction sector (53%). According to ILO statistics, in 2019 

the employment rate outside the formal economy was 44.3% (46.2% for males and 42.2% 

for females).231 

Figure 13. Share of informal economy in the total economy (%) 

 

Source: Geostat. 

 

Provided that the implementation of the DCFTA has supported the formalisation of 

contractual relations as a result of strengthening the respective provisions of the Labour 

Code (the strict definition of conditions for concluding an employment contract, as well as 
fixed-term or open-ended employment contracts), it is still difficult to identify a direct 

correlation between the impact of the DCFTA and informal employment. Since the entry 

into force of the DCFTA Georgia has implemented reforms in multiple areas with the aim 

to improve regulations and governance according to EU norms and practices. Georgia’s 

positions in Worldwide Governance Indicators (World Bank), compared to other indicators, 

were substantially improved in the Regulatory Quality indicator from a 78.85 percentile 

rank in 2015 to 83.65 in 2020, and in the Government Effectiveness indicator from a 67.31 

to 75.48 percentile rank.232 

8.5 The effects of the DCFTA on gender equality (Task 14.5) 

This section analyses the effects of the Agreement on women based on their three key 

economic roles as workers, consumers and entrepreneurs. To the extent that data 

availability permits, our methodological approach follows the lines of One World Action 

                                           
231 ILO, Statistics on the informal economy, 
https://www.ilo.org/shinyapps/bulkexplorer20/?lang=en&segment=indicator&id=EMP_PIFL_SEX_ECO_RT_A 
232 Worldwide Governance Indicators; the World Bank; 
http://info.worldbank.org/governance/wgi/Home/Reports 
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(2009),233 which is consistent with UNCTAD’s Trade and Gender Toolbox (UNCTAD, 

2017).234  

8.5.1 Production/employment effects 

In Georgia, the labour force participation rate of females (as a percentage of the female 

population aged 15 and over) increased from 56.4% in 2010 to 57.8% in 2014. During 

2015-2019 female participation decreased by about 0.8 p.p. each year on average. The 

major deterioration occurred in 2018. By the end of 2019, female participation rate in 

Georgia was down to 55.2%.235 This trend can be to some extent attributed to a lack of 

childcare and flexible employment opportunities, as well as gender wage gaps (ETF, 

2020)236. 

Females with advanced education have the highest participation rate in Georgian labour 

market followed by females with intermediate education. The participation of both groups 

together with women with basic education followed a downward trend between 2010 and 

2019, despite several fluctuations. It dropped from 67% to 65.1% (for women with 

advanced education), from 64.7% to 54.1% (for women with intermediate education), 

and from 53.1% to 28.7% (for women with basic education). At the end of 2019, the 

contribution of all the educational groups were down compared to their level in 2014 and 

in 2010.  

In 2010, 46% of the employed population (aged 15 and over) in Georgia were women. 

This rate increased to 49% in 2014 and sustained an improvement in 2015. The share of 

employed females worsened afterwards largely in 2018, and at the end of 2019 it declined 

to almost the same level as in 2014. 

Only a small fraction of working women in Georgia are employed in industry. This share 

was around 4.2% in 2010. In the same year, half of the employed females were active in 

agriculture and 45.8% in services. Although the share of females in industry improved 

gradually, it stayed very low (5.1% in 2014 and 5.6% in 2019) compared to two other 

sectors. From 2014, the share of women in services increased steadily and exceeded that 

in agriculture sector which was facing a continuous decline over the same period. In 2019, 

54.3% of women were employed in services and 40.1% in agriculture (compared to 45.9% 

and 49% in 2014, respectively).  

Table 16. Georgia – Employment (as % of gender employment) 

Sector 
2010 2014 2019 

Females Males Females Males Females Males 

Agriculture 50.0 46.4 49.0 43.5 40.1 36.5 

Industry 4.2 16.3 5.1 16.4 5.6 21.5 

Services 45.8 37.3 45.9 40.2 54.3 41.9 

Total (as % of gender 

population aged 15+) 
46.5 60.3 49.5 64.7 49.6 63.8 

Source: ILO, ILOSTAT database. 

 

The highest gender pay gap in Georgia is observed in services, recording 31.4% in 2010, 

followed by industry (28.4%) and agriculture (24.1%). The gender pay gap in industry, 

also slightly in services, improved over the next years, while it deteriorated in agriculture 

                                           
233 One World Action (2009), Gender Justice in Trade Policy: The gender effects of Economic Partnership 
Agreements. 
234 UNCTAD (2017), How will the economic partnership agreement between the European Union and the East 
African community affect Kenyan women? Trade and Gender Toolbox. 
235 In Georgia, the labour force participation rate of males (as a percentage of the male population aged 15 and 
over) was 77% in 2010, 79.8% in 2014 and 72.6% in 2019. 
236https://www.etf.europa.eu/sites/default/files/document/Country%20Fiche%202020%20Georgia%20-
%20Education_%20Training%20and%20Employment%20Developments.pdf 

https://www.etf.europa.eu/sites/default/files/document/Country%20Fiche%202020%20Georgia%20-%20Education_%20Training%20and%20Employment%20Developments.pdf
https://www.etf.europa.eu/sites/default/files/document/Country%20Fiche%202020%20Georgia%20-%20Education_%20Training%20and%20Employment%20Developments.pdf
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sector. In 2014, the pay gap reached around 27.4% in agriculture, 15.1% in industry and 

30.2% in services. Over the next five years, the changes in pay gap in manufacturing and 

agriculture experienced some volatility but it was rather steady in services. In 2019, the 

pay gap in agriculture and industry was, respectively, 9.4 p.p. and 4.5 p.p. up and in 

services 1.9 p.p. down compared to 2014. 

 

 

 

Table 17. Georgia – Gender pay gap (as % of males’ gross monthly salary) 

Sector 2010 2014 2019 

Agriculture 24.1 27.4 36.8 

Industry 28.4 15.1 19.6 

Services 31.4 30.2 28.3 

Source: Geostat. 

 

The economic modelling captures a small contribution of the DCFTA to Georgian exports 

to EU, but rather a large impact on Georgian import from EU, especially in the primary 

sector. Even so a breakdown of the impact by gender is not available, this outcome coupled 

with the trend observed for gender employment across sectors suggest that the decline in 

the employment of both men and women in agriculture sector can possibly be attributed 

to the expansion of agricultural imports from EU, which seems to have had a higher 

negative effect on working women in Georgia.237 However, drawing a certain conclusion in 

this regard requires further information on possible changes in the structure of the 

economy, resource allocation and etc. 

8.5.2 Consumption effects 

In Georgia, between 2011 and 2014,238 the CPI decreased by 5%. The price of food 

products decreased by 6.7% over the same period. Similarly, price of milling and baking 

products dropped by 18.5%. Among non-food products, the price of textiles increased by 

5.4% whereas price of clothing reduced by 7.6%. The price of women’s clothing also 

decreased by 7.7%. On the contrary, the price of women’s footwear increased by 10.8% 

during the same period. Cosmetics and perfumery prices dropped by 2.5%. Likewise, price 

of hygiene and cosmetics services decreased by 3.3%. Among home appliances, 

refrigerator became 4.9% more expensive during this time and the price of washing 

machine increased by 12.1%. Among utilities, the price of electricity supply fell by 0.1% 

over the period.239 

The CPI experienced a relatively sharp increase in prices in 2014, by 3.6%, and later in 

2017, by 3.8%. This however stabilised in the next year.  

Between 2015 and 2019, the CPI increased by 0.8%. But price of food products was 3.4% 

lower during this period. Similarly, milling and baking products were 3.5% cheaper. Textile 

products became 7% less expensive and price of clothing in general dropped by 3.3%. 

                                           
237 The CGE modelling results also indicate a positive (negative) impact on real wages of skilled (unskilled) 
workers in Georgia. Data on skill level by gender is not available for the country. Considering the educational 
level of the labour force as a proxy for skill level does not help to draw a clear picture of the impact of the 
Agreement on wages of working women in the country. 
238 CPI by item for Georgia is available from 2011. 
239 These items are not only consumed by women but mostly, presumably. In the case of home appliances, these 
products are more related to women’s household tasks and responsibilities (e.g. cooking and cleaning) therefore 
increase in their prices can affect women. In particular, if it cannot be afforded/purchased by the household, it 
is likely to increase unpaid domestic work undertaken by women. As most of these products work with electricity, 
we also consider this item in the analysis. 
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Likewise, price of clothing and footwear for women decreased by 4.7% and 3.5%, 

respectively. Also, price of cosmetics and perfumery dropped by 7.6% and that of hygiene 

and cosmetics services by 3.5%. In 2019, the price of refrigerator and washing machine 

was lower by 9.2% and 7.1%, respectively, compared to 2015. Over this period, the price 

of electricity reduced by 9.2%.240 

Overall, there is a clear trend observed in Georgia is decreasing price of most of the goods 

and services that are relevant for women, personally or in the household, over the period 

2015-2019. 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 exports of 

agri-food products, textiles, and wearing apparel to EU. 

8.5.3 Gender-based constraints to supply response 

In Georgia, the ratio of firms owned by females was around 35.2% in 2005. This increased 

to 36.1% in 2013. Between 2013 and 2019, female participation in firms’ ownership 

declined by 13.7 p.p. By 2019 only about 22.4% of firms in Georgia were owned by 

women. 

From 2019 on discrimination in access to credit based on gender was prohibited by law in 

Georgia. In 2011, 34.9% of population aged 15 and above owning an account at a financial 

institution or with a mobile-money-service provider were females. This ratio expanded to 

around 39.8% in 2014 and further increased to 63.6% in 2017. 

The number of start-up procedures for females in Georgia was 3 in 2010. This amount 

declined to 2 in 2014 and reduced by half over the next five years reaching 1 at the end 

of 2019. Cost of business start-up procedures (as a percentage of GNI per capita) for 

females was 5% in 2010. This amount continuously decreased and reached 3.4% in 2015 

and reduced further down to 2.1%. Also, the time required for starting a business for 

females estimated to be three days in 2010. This time reduced to two days in 2014 and 

to one day in 2019.241  

Overall, available data imply a general improvement in business environment for women 

in Georgia over the analysed period. However, there was evidently a deterioration in 

female business ownership during 2013-2019. 

8.5.4 Revenue effects  

In Georgia, 10.7% of urban population was using safely managed sanitation services in 

2010. This ratio increased by 2.9 p.p. to 13.6% in 2014. During 2014-2017, the share of 

people using sanitation services in urban areas went up by 2.2 p.p., around 0.7 p.p. each 

year on average. 

The ratio of females to males enrolled at primary level in public and private schools in 

2010 was slightly above 1 but it gradually decreased to 0.99 in 2014. The ratio slowly 

improved afterwards. In 2019, the gender parity for enrolment ratio in primary education 

in Georgia reached a level marginally higher than 1. 

Maternal mortality rate (deaths per 100 000 live births) in Georgia was 23.2 in 2010. The 

rate increased to 34.6 in 2014. Maternal health improved over the next five years and the 

maternal mortality ratio dropped to 29.0 in 2019. 

Overall, official government finance statistics, in general, does not indicate any significant 

decline in government expenditures in Georgia since entry into the DCFTA. Similarly, based 

on the observations above and measures considered, one does not infer any deterioration 

in health, education, and sanitation services for women in particular. More detailed data 

on government spending on essential social services also more information on females’ 

access to these facilities is required to draw a conclusion about the potential revenue 

effects of the Agreement in the country. 

                                           
240 www.geostat.ge 
241 The same numbers are registered for males in Georgia. 

http://www.geostat.ge/
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8.6 Assessment of the DCFTA’s environmental impact in Georgia (Task 14.6)  

This section focuses on the assessment of the DCFTA’s impact on GHG emissions in 

Georgia. The discussion on the DCFTA’s impacts on other environmental areas beyond 

climate change and the outline of the methodology applied can be found in Annex F. 

 

 

 

Climate change 

a) Context and baseline: the pre-DCFTA situation 

GDP growth and energy consumption are important drivers of greenhouse gas emissions, 

and there is a close link between emission-intensive activities and GDP in Georgia (MEPA, 

2021, p. 17). As reported in the updated nationally determined contributions (NDCs), 

annual (real) GDP growth accounted for 4.7% in 2000 to 2019, while the average growth 

rate of GHG emissions has been around 4.3% over the past 18 years (MEPA 2021, pp. 15, 

17). The sectors responsible for the highest share of overall emissions in 2014 were energy 

(51%), agriculture (16%), industry (14%) and waste (8%). Notably, the energy sector 

contributed a lower share of overall emissions in Georgia compared to the EU28 average 

(authors’ calculations based on Gütschow et al., 2021). The high share of hydropower in 

Georgia (75.3% according to IRENA, 2021) likely contributes to its generally low GHG 

emissions per capita (European Commission, 2018). Nevertheless, there is significant 

room for improvement with regard to energy efficiency, from the stage of energy 

generation to end use (Ecorys & CASE, p. A66). 

Before the implementation of the DCFTA in 2014, overall GHG emissions in Georgia were 

growing (see Figure 14). As can be seen in Figure 15, CO2 emissions grew by 31% in the 

five-year period preceding the DCFTA. CO2 is the main component of GHG emissions in 

the country, contributing 67% of overall emissions in 2014. Methane (CH4) and nitrous 

oxide (N2O) were also increasing prior to the DCFTA, recording a growth of 11.8% and 

24.7% respectively from 2009 to 2014 (authors’ calculations based on Gütschow et al., 

2021). With regard to hydrochlorofluorocarbon (HCFC) consumption, this was on a 

downward trend, with some fluctuations since the implementation of the HCFC Phase-out 

Management Plan in 2011 (UNEP, 2018). Overall fluorinated greenhouse gas (F-gas) 

emissions saw a steep increase in the years before the DCFTA, more than doubling 

between 2009 and 2014. 

According to the SIA, the DCFTA was estimated to have a negligible impact on CO2 

emissions in Georgia. CO2 emissions were expected to only marginally increase, by 0.2% 

(Ecorys & CASE, 2012). Growth in energy imports and a decline in domestic energy 

production were predicted as a result of the DCFTA. However, if the Agreement was to be 

successful in promoting energy efficiency, its effects on the energy sector were seen to be 

potentially positive (Ecorys & CASE, 2012, p. A66).  

 

b) Situation post-DCFTA 

The 2020 Environmental Performance Index (EPI) ranked Georgia in 94th place out of 180 

countries on climate change, based on its performance across eight different indicators 

(Wendling et al., 2020b). Georgia emits 4.35t CO2eq per capita and 0.29kg CO2eq / 2011 

USD per GDP (PIK, 2021). As can be seen in Figure 14, the greatest contributor to GHG 

emissions in 2019 remains the energy sector, which is responsible for more than half of 

total emissions (9 Mt CO2eq), mainly due to CO2 released from fossil fuel combustion 

(8.48 Mt CO2eq).  

As shown in Figure 14, total GHG emissions in Georgia have been steadily increasing since 

2009, only recording a slight decline in 2018. Between 2014 and 2019, overall GHG 

emissions increased by 1.5%. While the sectoral distribution of emissions largely remained 

the same as in 2014, with energy responsible for over half of emissions (52%), industrial 

processes and product use (16%) overtook the agricultural sector (12%) in terms of its 
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share of overall emissions. Indeed, the most notable decline in GHG emissions took place 

in agriculture, where they decreased by 22.4% compared to 2014 levels. Emissions also 

decreased slightly in the waste sector (-1.4%). In all other sectors, emissions increased. 

Emissions from industrial processes and product use increased by 12.4% and emissions 

from the energy sector increased by 3.1%.  

Figure 14. GHG emissions by sector (Mt CO2eq) 

  
Source: Gütschow et al. (2021), PRIMAP: Kyoto Greenhouse gases, AR4, v2.3.1. 

Note: Land use, land-use change, and forestry (LULUCF) not included. 

 

CO2 emissions grew by around 7.5% between 2014 and 2019 (see Figure 15). The energy 

sector, industry and other sectors remain the most important emitters of CO2. Although 

the agricultural sector only represents 0.2% of total CO2 emissions, CO2 emissions from 

agriculture notably increased by 40.3% from 2014 to 2019. All other GHG emissions, 

however, decreased in various magnitudes. CH4 emissions experienced the largest 

decrease, with a reduction of 12.3% compared to 2014 levels. Decreases in CH4 emissions 

took place across all sectors, with the exception of industrial processes and product use, 

though this sector remains responsible for only a small share of CH4 emissions. N2O 

experienced a more moderate decrease, with a reduction of around 9.2% from 2014 to 

2019. This was likely driven by a notable decrease in N2O emissions from agriculture, 

which was responsible for around half of these emissions. F-gas emissions experienced a 

strong decrease from 2012 until 2017, but have since grown back to almost 2014 levels. 

Between 2014 and 2019, an overall contraction of 0.4% was recorded.  
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Figure 15. GHG emissions by gas (Mt) 

 
Source: Gütschow et al. (2021), PRIMAP: Kyoto Greenhouse gases, AR4. 

Note: values for CO2 emissions are plotted on the secondary (right) axis due to significant higher values in Mt 
compared to the other GHGs. LULUCF is not included. 

c) The DCFTA’s impact on CO2 emissions 

While it is difficult to isolate the effects of the DCFTA on different environmental indicators, 

the CGE model offers a way to estimate its effect on CO2 emissions from energy 

consumption specifically. By comparing the DCFTA situation with a counterfactual scenario 

where there is no DCFTA, the model helps us to estimate the impact of the Agreement. 

One caveat, however, is that only energy-related CO2 emissions are included in the model. 

Thus, any other CO2 emissions, e.g. from industrial processes themselves, are excluded. 

It should also be noted that the CGE model uses constant input-output coefficients for 

emissions from 2011, which do not allow an analysis of technological improvements.242  

According to the CGE modelling exercise, the DCFTA is estimated to have had a marginally 

positive effect on overall energy-related CO2 emissions in Georgia. While Ecorys & CASE 

(2012) predicted that the DCFTA may lead to a 0.2% increase, the CGE modelling instead 

estimates that the Agreement has led to a marginal decrease in energy-related CO2 

emissions, by -0.02%. This is more or less in line with the results of the interviews 

conducted for the purpose of this assessment, although any conclusions should be drawn 

with caution due to the very small estimated decrease in emissions. Most representatives 

of the public sector, business and civil society organisations interviewed perceived the 

DCFTA to have had a positive impact on the environment. Representatives of the public 

sector interviewed confirmed this, detailing moreover that new legal acts had been 

adopted in the area of energy efficiency, in part to approximate Georgian legislation to EU 

acquis. While the impact of such legislation may take time, it could indicate potential 

positive impacts on future emissions. 

The impact of the DCFTA on firms’ and households’ CO2 emissions from energy 

consumption varies according to the CGE results, as can be seen in the table below. While 

the DCFTA is estimated to have led to a -0.2% decrease in household CO2 emissions, 

emissions by firms were estimated to have increased, albeit marginally, by 0.04%.  

Table 18. DCFTA impact on CO2 emissions (MtCO2) 

 MtCO2 % 

CO2 emissions by firms 0.00330 0.04% 

                                           
242 Due to the input-output coefficients being from 2011, absolute values have less relevance and only relative 
figures are reported. For a more elaborate discussion on the methodology behind the CGE modelling and the 
caveats in the data, see Section 5.1.4. 
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CO2 emissions by households -0.00614 -0.23% 

Total CO2 emissions (households + firms) -0.00284 -0.02% 

Source: authors’ calculations based on the CGE model. 

Note: emissions refer to CO2 emissions from energy consumption only. 

 

The DCFTA has had a varied but limited impact on different sectors’ energy-related CO2 

emissions according to the CGE modelling, as shown in the table above. The sectors that 

experienced the largest estimated increase compared to the scenario without the DCFTA 

were non-ferrous metals (+2.01%) and iron and steel (+0.77%). With regard to non-

ferrous metals, this corresponds to an estimated increase in value of Georgian exports to 

the EU (+4.5%) due to the Agreement. While less notable in percentage terms, emissions 

from transport services and in the iron and steel sector were estimated to have increased 

by 6.64 ktCO2 (+0.13%) and 2.07 ktCO2 (+0.77%) respectively as a result of the DCFTA.  

The two sectors that saw the largest decrease in emissions were the processed food sector 

and the rubber and plastics sector. They were estimated to have experienced a decrease 

in their emissions of -1.15% and -1.12% respectively due to the DCFTA. Overall, the 

DCFTA was estimated to have led to a reduction in CO2 emissions in several agricultural 

sectors, such as cereals, processed food and other agri-food, according to the CGE 

modelling. This is in line with the reduction in the country’s overall agricultural emissions 

between 2014 and 2019, as outlined above. However, exports to the EU from the same 

sectors were also estimated to have grown in value according to the CGE modelling. With 

regard to the vegetable, fruits and nuts sector, the DCFTA was seen to have had a 

potentially mixed effect on CO2 emissions, due to potential increased production and cold 

storage needs combined with the possibility of domestic production replacing imports 

(Ecorys & CASE, 2012, p. A99). According to the CGE model, emissions from the fruit and 

vegetable sector were estimated to have decreased by -0.1% due to the DCFTA. Notably, 

while exports from Georgia to the EU grew by 0.7%, fruit and vegetable imports to Georgia 

from the EU grew by 17.5%. (See Annex F.6 for detailed estimates).  

In terms of the impact on CO2 emissions in the EU, the DCFTA was found to have had no 

impact according to the CGE results, which is in line with the estimates made by the SIA 

in 2012. 

8.7 The DCFTA’s impact on business conduct and corporate social 

responsibility (Task 14.7) 

The DCFTA envisages that Georgia will promote responsible business conduct and 

corporate social responsibility, even though the Agreement does not entail direct 

obligations for Georgia to establish specific rules and practice in this regard. Nevertheless, 

according to the stakeholders’ consultation, entities in Georgia increasingly adhere to the 

principles of corporate social responsibility and establish relevant practices. Moreover, 

private companies even compete with each other in terms of activities in this regard. The 

majority of respondents underlined that the DCFTA had contributed to an increase in 

corporate social responsible practice, thus having a positive impact in this respect.243 

For instance, many large companies have already introduced the principles of corporate 

social responsibility, such as the Bank of Georgia244 and TBC Bank.245 Also, a number of 

apparel companies that supply global brands follow the principles of corporate social 

responsibility. The Government of Georgia has also been encouraging the adoption of 

corporate social responsibility among the business sector by implementing dedicated 

programmes and trainings to increase awareness among Georgian enterprises. Promoting 

responsible business conduct is also included in the SME Strategy of Georgia as a priority 

                                           
243 Please refer to Annex I for more detailed description on the feedback received from the stakeholders.  
244 https://bankofgeorgiagroup.com/csr . 
245 https://www.tbcbank.ge/web/en/social-responsibility.  

https://bankofgeorgiagroup.com/csr
https://eur04.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.tbcbank.ge%2Fweb%2Fen%2Fsocial-responsibility&data=05%7C01%7Ctinatin.akhvlediani%40ceps.eu%7C9eeb7524c71a45efef6d08da5f35c667%7Ca3f6b4024be2499f865362bf541589e2%7C0%7C0%7C637926981841240143%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=vhzn8BbQjOSkhDHiN9tuek0eZNggFO4D%2Bo7KGpbN34U%3D&reserved=0
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action and specific activities are foreseen in the respective action plans.246 Among other 

activities, Corporate Responsibility Award Competition is organized annually in close 

cooperation of the Global Compact Network Georgia.247 

9 ANALYSIS OF THE DCFTA’S EFFECTS ON HUMAN RIGHTS (TASK 15) 

This chapter provides findings on the DCFTA’s effects on the enjoyment of human rights 

in Georgia. The analysis addresses the main legislative developments, and presents and 

analyses the main indicators relevant to three selected human rights: adequate standard 

of living, mental and physical health, and sustainable use of natural resources. It continues 

with the groups that may have been positively or negatively affected by the DCFTA’s 

provisions and presents recommendations to address these shortcomings.  

9.1 DCFTA stipulations that have impacted on the enjoyment of human rights 

and Georgia’s ability to fulfil its human rights obligations (Task 15.1)248 

9.1.1 Status of ratification of international treaties 

Georgia had signed and ratified most of the core international human rights treaties before 

the entry into force of the AA. The Convention on the Rights of Persons with Disabilities 

(CRPD) was ratified in March 2014. The Convention on the Protection of all Persons from 

Enforced Disappearance (CED) and the International Convention on the Protection of the 

Rights of all Migrant Workers and Members of their Families (CMW) have not been ratified. 

In Europe the CMW has only been ratified by Bosnia and Herzegovina and Albania. 

Georgia has ratified all eight fundamental ILO conventions and two out of four governance 

conventions. Georgia has not ratified the ILO Labour Inspection Convention (C081)249 or 

the Labour Inspection (Agriculture) Convention (C129).250 Georgia ratified the Revised 

European Social Charter in August 2005, accepting 63 out of 98 paragraphs.251 

After the entry into force of the AA, Georgia ratified three technical ILO conventions: 1) 

C185 – the Seafarers’ Identity Documents Convention252 (in 2015); 2) C144 – the 

Tripartite Consultation (International Labour Standards) Convention253 (in 2018); and 3) 

amendments of 2016 to the Annexes to Convention C185 mentioned above (in 2017). 

9.1.2 Internal legislative framework  

Georgia has adopted legislation on human rights protection, including legislation on the 

prevention of all forms of discrimination. In 2014, the Georgian Parliament approved Law 

no. 2391/2014254 on the elimination of all forms of discrimination, which excludes all forms 

of discrimination, including based on sexual orientation. Although the Law does not refer 

to Directives 2000/78/EC or 2000/43/EC, it does transpose parts of provisions of the two 

EU acts. To further enhance the effectiveness of Law no. 2391/2014, the Parliament 

adopted amendments to the Criminal Code, including discrimination as an aggravating 

circumstance and inserting specific provisions on hate crimes. 

The Public Defender Office (Ombudsman) was created in 1997.255 Its mandate includes 

monitoring the activities of public authorities, taking action in cases of identified breaches 

                                           
246 http://www.economy.ge/?page=ecopolitic&s=45 . 
247 https://corporateaward.ge/?page_id=931&lang=en. 
248 For more detailed information see Annex G.  
249 https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_INSTRUMENT_ID:312226 
250 https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO:12100:P12100_INSTRUMENT_ID:312274:NO 
251 https://www.coe.int/en/web/european-social-charter/georgia  
252 https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:93:0::NO:93:P93_INSTRUMENT_ID:312330:NO 
253 https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO:12100:P12100_INSTRUMENT_ID:312289:NO 
254 https://matsne.gov.ge/en/document/view/2339687?publication=0 
255 https://www.ombudsman.ge/eng/saqmianobis-istoria 

https://eur04.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.economy.ge%2F%3Fpage%3Decopolitic%26s%3D45&data=05%7C01%7Ctinatin.akhvlediani%40ceps.eu%7C9eeb7524c71a45efef6d08da5f35c667%7Ca3f6b4024be2499f865362bf541589e2%7C0%7C0%7C637926981841240143%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=wHJ6nzDN23zELHg8VAcrqPPSkdZ3Z9%2FbX%2FeRoFftNLs%3D&reserved=0
https://eur04.safelinks.protection.outlook.com/?url=https%3A%2F%2Fcorporateaward.ge%2F%3Fpage_id%3D931%26lang%3Den&data=05%7C01%7Ctinatin.akhvlediani%40ceps.eu%7C9eeb7524c71a45efef6d08da5f35c667%7Ca3f6b4024be2499f865362bf541589e2%7C0%7C0%7C637926981841240143%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=BzcSIkAiaiXVtHZ%2BHz4BzY1%2Ba3Jgx1H3Ocp%2BLA8dxpw%3D&reserved=0
https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_INSTRUMENT_ID:312226
https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO:12100:P12100_INSTRUMENT_ID:312274:NO
https://www.coe.int/en/web/european-social-charter/georgia
https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:93:0::NO:93:P93_INSTRUMENT_ID:312330:NO
https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO:12100:P12100_INSTRUMENT_ID:312289:NO
https://matsne.gov.ge/en/document/view/2339687?publication=0
https://www.ombudsman.ge/eng/saqmianobis-istoria
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of human rights, and acting as the national torture preventive mechanism. In 2016, the 

government created the Interagency Human Rights Council and its Secretariat.256 In 2014, 

the government approved the National Human Rights Strategy257 and three implementing 

Action Plans258 for the period 2014 to 2020. In March 2020, the government started work 

on a new Human Rights Strategy, which is still ongoing. 

9.1.3 Human rights indicators 

The protection of property rights sub-index259 registered a constant increase between 2014 

and 2020, from 4.2 to 5.24. Coupled with the integrity of the legal system sub-index,260 

which deteriorated during the years 2015 to 2020 from 0.65 to 0.6, including average sub-

indicators of civil and criminal justice, at around 0.53, we conclude that the enjoyment of 

an adequate standard of living (art. 11 of the ICESCR) is still not sufficiently guaranteed 

in Georgia. 

The above-mentioned three human rights indicators show that the enjoyment of the right 

to an adequate standard of living has been affected by the relatively low progress (or even 

regress) of some indicators, such as the integrity of the legal system sub-index. As a 

matter of comparison, Romania has an index value of 0,62 whilst France and Germany 

have 0,73 and 0,85 respectively. 

The average age of the population in Georgia increased over 2014 to 2020, from 37.7 to 

38.3 years, which is mostly explained by high levels of migration and an ageing population, 

and not necessarily by better living conditions. Combined with other indicators such as the 

neonatal mortality rate, which decreased from 7.3 per 1,000 live births in 2014 to 4.9 per 

1,000 live births in 2019, and the maternal mortality rate, which decreased from 29 deaths 

per 100,000 live births in 2014 to 25 deaths per 100,000 live births in 2017, as well as 

life expectancy, which increased from 72.7 years in 2014 to 73.7 years in 2019, the 

conclusion may be drawn that the enjoyment of the highest attainable standard of physical 

and mental health (art. 12 of the ICESCR) has improved. 

During 2014 to 2020, funding for healthcare registered an important decrease in 2015, 

but then recovered in the following years, reaching USD 312.47 per capita.261 The average 

monthly salary increased from GEL 841 in 2014 to GEL 1,256.2 in 2021.262 The increase 

in the nominal monthly salary in the business sector is comparable to this, increasing from 

GEL 800 in 2014 to GEL 1,161 in 2021.263 The size of the informal economy in Georgia 

was estimated at 56.37% in 2013,264 which indicates serious concerns with respect to 

unofficial pay and the avoidance of taxes and mandatory contributions. In reality it means 

that Georgians' average income is significantly higher. To the extent that the DCFTA 

generates additional income for Georgian citizens at least partially arising in the informal 

sector, this implies a need for additional effort in terms of the proper management of 

business regulations and enforcement of fiscal legislation. 

The above-mentioned indicators and statistical data show that the DCFTA has had a 

positive impact on the enjoyment of human rights by Georgian citizens, primarily regarding 

the enjoyment of the highest attainable standard of physical and mental health and the 

enjoyment of an adequate standard of living. 

                                           
256 https://matsne.gov.ge/en/document/view/3465313?publication=0 
257 http://myrights.gov.ge/uploads/file-manager/HR_STRATEGYENG.pdf 
258 http://myrights.gov.ge/en/Policy%20Documents/action-plans-1/ 
259 https://knoema.com/atlas/Georgia/Property-rights-index  
260 https://worldjusticeproject.org/rule-of-law-index/global/2020/Georgia/table  
261 https://data.worldbank.org/indicator/SH.XPD.CHEX.PC.CD?locations=GE  
262 www.geostat.ge/en/modules/categories/39/wages  
263 www.geostat.ge/en/modules/categories/39/wages  
264 www.imf.org/-/media/Files/Publications/WP/2018/wp1817.ashx  

https://matsne.gov.ge/en/document/view/3465313?publication=0
http://myrights.gov.ge/uploads/file-manager/HR_STRATEGYENG.pdf
http://myrights.gov.ge/en/Policy%20Documents/action-plans-1/
https://knoema.com/atlas/Georgia/Property-rights-index
https://worldjusticeproject.org/rule-of-law-index/global/2020/Georgia/table
https://data.worldbank.org/indicator/SH.XPD.CHEX.PC.CD?locations=GE
http://www.geostat.ge/en/modules/categories/39/wages
http://www.geostat.ge/en/modules/categories/39/wages
http://www.imf.org/-/media/Files/Publications/WP/2018/wp1817.ashx
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Trade figures show a constant level in the share of Georgian goods exported to the EU of 

around 22% during 2014 to 2019.265 The largest share of Georgian exports still consists 

of exports to the CIS countries, which passed 50% in 2019. This structure of Georgian 

exports is highly influenced by access to export networks, logistics and dependency on 

existing land routes. On the other hand, the fact that naval transport as a means of export 

almost doubled between 2016 and 2020, reaching USD 1.57 billion worth of exports,266 

shows that efforts were taken in the last five years to diversify export routes. In absolute 

numbers, Georgian exports to the EU increased from USD 624 million in 2014 to USD 835 

million in 2019. These efforts, which are directly linked to grasping the advantages of 

DCFTA, play an important role in increasing public revenues, which could then be used to 

facilitate a higher enjoyment of the assessed rights.  

9.1.4 Assessment of specific rights 

Fairness in accessing trade-related benefits for SMEs and enjoyment of an adequate 

standard of living  

The available disaggregated data on the types of entities involved in trade show that SMEs 

have an important position in the structure of exports. Global exports by SMEs amounted 

to 60% of all exports in 2015 but decreased in 2019 to a share of 50%. In absolute terms, 

however, the increase is significant, from USD 1.31 billion in 2015 to USD 1.9 billion in 

2019. In terms of SMEs' exports to the EU, the SME share decreased from 75.6% to 69.9% 

in 2015-2019, but in absolute terms Georgian exports to the EU grew from USD 645 million 

in 2015 to USD 835 million in 2019.267 In general terms, it is an important development 

and demonstrates the good standing of SMEs as a share of Georgian exporters. In absolute 

terms SMEs have increased their participation, even if the percentage dropped, because 

of the higher contribution of larger enterprises. 

During interviews with Georgian stakeholders, SMEs were nevertheless identified as the 

most vulnerable entities in terms of complying with SPS and TBT standards. What has 

been considered particularly difficult are the costs to ensure compliance with the new rules. 

The gender pay gap is still considered rather large, with a raw gender gap estimated at 

17.7%.268 The adjusted pay gap even reaches 24.8%. Based on data from Geostat, the 

difference in wages between 2014 and 2020 increased, and if the basis used for 

comparison is monthly wage, the gender pay gap even reaches 37.3%. These figures lead 

to the conclusion that although the DCFTA offered opportunities for trade, they have not 

allowed the redirection of the benefits of trade in a way that benefits and promotes equal 

pay for equal work.   

 Currently, the DCFTA has offered an impetus for SMEs to access the EU market, though 

in practice their exports to the EU still remain small. The Agreement does not seem to 

have contributed to reducing the gender pay gap. The impact, however, should be 

measured against the share of EU-Georgia trade figures, which amount to only 22% of 

total Georgian exports. 

A higher level of enjoyment of the right to an adequate standard of living achieved based 

on greater and fairer participation by SMEs in accessing trade-related benefits may take 

place if the position of the SMEs is strengthened in the structure of Georgian exports. The 

level of enjoyment of the right to an adequate standard of living from the gender 

perspective also requires attention if the DCFTA will later be evaluated to have offered the 

Georgian people fair access to its trade benefits. 

 

                                           
265 www.geostat.ge/en/modules/categories/637/export  
266 https://geostat.ge/media/39965/Export-Transports-2016_2021.xlsx  
267 See Section 7.1.  
268 UN Women Georgia Report (2020), www2.unwomen.org/-/media/field%20office%20georgia/attachments/ 
publications/2020/gender%20pay%20gap_georgia_eng.pdf?la=en&vs=636 

http://www.geostat.ge/en/modules/categories/637/export
https://geostat.ge/media/39965/Export-Transports-2016_2021.xlsx
https://www2.unwomen.org/-/media/field%20office%20georgia/attachments/publications/2020/gender%20pay%20gap_georgia_eng.pdf?la=en&vs=636
https://www2.unwomen.org/-/media/field%20office%20georgia/attachments/publications/2020/gender%20pay%20gap_georgia_eng.pdf?la=en&vs=636
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Enjoyment of the highest attainable standard of physical and mental health (article 12 of the 

ICESC 

The fair increase in expenditure in the health sector (reaching USD 312.47 per capita in 

2018, with a slight decrease to 291 USD in 2019), coupled with the increase in revenue in 

the form of personal and corporate income tax paid into the state budget of Georgia 

(starting at GEL 2.6 billion in 2014, to reaching GEL 4 billion in 2019269), indicate the 

positive impact of the DCFTA on the enjoyment of the highest attainable standard of 

physical and mental health. This improvement must be however considered within the 

overall results of Georgian trade relations and business activity, and should not be 

attributable to the DCFTA alone.  

Lack of progress in the implementation of SPS rules and the relatively modest value of 

Georgian agricultural exports to the EU reveal that the transposition of the SPS rules has 

only created the preconditions for better quality agri-food products in Georgia. The 

expectation of physical and mental health standards associated with higher quality 

products that comply with EU SPS rules has not yet materialised. 

 

Sustainable use of natural resources 

Georgia increased its exports of ores and minerals from EUR 280 million in 2017 to a 

record high of EUR 443 million in 2020. This sector of Georgian exports predominantly 

targets extraction activities. Mining activity is still generating questions of sustainable use 

of natural resources and inadequate working conditions.270  

The timber component of exports has generated unrest among Georgian employees over 

working conditions.271 Indeed, action is necessary on the part of the Georgian Government 

to stop unauthorised logging and to prevent the consumption of natural resources, 

primarily those destined for exports. Statistical data shows that timber production slightly 

diminished from 687,000 cubic metres in 2014 to 593,000 cubic metres in 2019.272 

Similarly, illegal logging has slightly decreased from 45,900 cubic metres in 2014 to 

38,500 cubic metres in 2019. 

This is an indication of the insufficiency of the link between additional income offered by 

DCFTA trade and action taken by the national authorities to protect the environment. The 

budget priorities have not focused on this important aspect, which in turn indicates the 

negative effect of the DCFTA on protection of the environment. 

Government action to control the use of natural resources and create a sustainable 

approach for its future use is insufficient. Although steps were taken to reduce logging and 

the protected forest areas have been set to over 2.2 million hectares of forests out of a 

total 2.6 million hectares under protected areas, there has been little action to ensure a 

sustainable use of natural resources. 

9.2 Identification of individuals or groups that may have been affected (Task 

15.2) 

Based on both the statistical findings and interviews held with national stakeholders, the 

main direct beneficiaries of the DCFTA are large enterprises. SMEs have benefited from 

just a mild share of Georgia’s exports to the EU, and are only indirect beneficiaries of the 

increased income for the state budget and its redistribution to SME support programmes. 

Although large enterprises have received additional incentives to trade with the EU, the 

benefits are too narrowly spread to have had much impact on the standard of living of the 

population as a whole. A critical element that needs to be addressed is fiscal discipline in 

order to reinforce the revenues and redistribute the benefits of the DCFTA fairly.  

                                           
269 https://www.geostat.ge/en/modules/categories/91/government-finance-statistics  
270 https://www.hrw.org/report/2019/08/22/no-year-without-deaths/decade-deregulation-puts-georgian-
miners-risk  
271 https://eu.boell.org/en/2021/06/16/imbalanced-foreign-trade-debt-and-investment-developing-countries-case-georgia 
272 https://geostat.ge/media/35277/Forest_Resources.xlsBut  

https://www.geostat.ge/en/modules/categories/91/government-finance-statistics
https://www.hrw.org/report/2019/08/22/no-year-without-deaths/decade-deregulation-puts-georgian-miners-risk
https://www.hrw.org/report/2019/08/22/no-year-without-deaths/decade-deregulation-puts-georgian-miners-risk
https://eu.boell.org/en/2021/06/16/imbalanced-foreign-trade-debt-and-investment-developing-countries-case-georgia
https://geostat.ge/media/35277/Forest_Resources.xlsBut
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The DCFTA has not contributed to a reduction in the pay gap. Interviews with stakeholders 

further highlight that despite efforts to reduce differences in income between men and 

women, the gender pay gap still exists in the most lucrative sectors of the economy. 

During the interviews with stakeholders, it was mentioned that some marginalised groups 

have been affected, including people belonging to national minorities, as well as the 

populations of the secessionist regions. 

9.3 Recommendations and proposals for additional or flanking measures to 

maximise/reinforce the impact of the Agreement (Task 15.3) 

The enjoyment of an adequate standard of living (art. 11 ICESCR) may be substantially 

improved by targeted support to SMEs in addressing their main challenges: lack of 

association (small scale production), standardisation, economies of scale and marketing 

when making use of the benefits of the DCFTA. Particular attention must be paid to the 

reduction of burden in the financing of their activities: 1) reducing payment delays from 

larger enterprises for delivered goods; 2) incentives for association and standardisation; 

and 3) support for freedom of establishment to export the knowledge and network 

capacities of EU enterprises. 

To guarantee enjoyment of the right to an adequate standard of living, further horizontal 

measures are needed to decrease the pay gap and promote the active involvement of 

women in business. 

Property rights must be safeguarded to boost investments and ensure the trust of national 

and EU enterprises in the legal protection mechanisms available to them. Thus, an 

important part of Georgia’s DCFTA trade revenues must be redirected towards 

strengthening the rule of law, the efficiency of justice and the fight against high-level 

corruption. 

Protection of the environment is essential to ensure sustainability. Specific programmes 

to address re-forestation, adequate management of solid waste and promotion of 

sustainable mining are key to ensuring that respect for human rights continues to improve. 

Protection of mental and physical health may be boosted with the proper implementation 

of SPS standards. Primary targets of further action are the institutions responsible for the 

monitoring and implementation of SPS standards. Targeting institutional corruption and 

financial programming for SMEs to enable them to comply with SPS standards will offer 

the expected increase in health and reduce the costs associated with medical care. 

 

10 ASSESSMENT OF THE DCFTA’S IMPACT ON COMPETITIVENESS, 
BUSINESS ENVIRONMENT AND INVESTMENT CLIMATE (TASK 16) 

This chapter complements the empirical findings discussed in Chapter 5 on the effects of 

the DCFTA implementation on Georgia’s macroeconomic indicators and investment 

dynamics. To provide a more holistic view on the DCFTA’s impact on competitiveness and 

business environment, this chapter brings forward several international ratings, indices 

and most importantly, the information collected from key stakeholders on the perceived 

changes in Georgia’s business landscape, competitiveness and investment climate. 

10.1 Impact on the business landscape and competitiveness 

With an overall score of 60.9 out of 100 (maximum), Georgia ranked 66th out of 140 

countries in the WEF Global Competitiveness Index (GCI). Compared to 90th place out of 

134 in 2009 and 72nd out of 148 in 2014, Georgia's score in 2019 shows that some 

important progress has been achieved in terms of Georgia's competitiveness. This 

progress is also confirmed by the trajectories of the 12 components of Georgia’s GCI 

between 2009 and 2018 (see Annex H). Their scores reflect the private sector’s perception 
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of each thematic area. As many as 11 pillars show perceived improvements between 2009 

and 2018, with only one – labour market efficiency – displaying worsening. 

Georgia’s technological readiness was perceived to experience the greatest improvements 

(a CAGR of 4.3%). Its score takes into account, among others, availability of the latest 

technologies, firm-level technology absorption and access to mobile and internet 

connections. Technological readiness is one of the important steps to move from an 

efficiency-driven economy to an innovation-driven economy. Nonetheless, Georgia is lagging 

in the innovation component, the only pillar in which Georgia scored below three out of 

seven (maximum) in 2019.  

Interestingly, Georgia stands out in its region in the perception of the country’s 

institutional landscape. In particular, with a score of 73.1 out of 100, Georgia was praised 

for its transparency (no other country in Eurasia exceeded 35 points). These perceptions 

are broadly aligned with other reports concerned with corruption and transparency. For 

example, Georgia’s improving ranks in Transparency International’s Corruption Perception 

Index confirm a positive trajectory in terms of the country’s anti-corruption reforms and 

actions.273 

While perceived labour market efficiency decreased over the period under analysis, what is 

particularly worrying is poor results in terms of internal labour mobility, because efficient 

allocation and retention of skilled workers are crucial for increasing productivity and value 

added. 

No considerable increase in the number of domestic market participants was observed after 

the implementation of the DCFTA. As discussed in Section 5.1, there has been little change 

in the structure of EU exports to Georgia, with exports remaining more or less aligned with 

their pre-Agreement patterns. On the EU imports side, however, the HHI score indicated a 

noticeable increase in the degree of concentration of Georgia’s exports to the EU. 

There is little direct effect observed stemming from the DCFTA on the facilitation of 

Georgia’s exports to third countries. As explained in section 5.1.6, the main non-EU 

partners for Georgia’s exports remained the same both before and after the DCFTA's 

implementation. There were also no changes observed regarding the country’s exports to 

non-EU countries. Therefore, it is difficult to link Georgia's intensified export flows, 

particularly with Azerbaijan and China, to the DCFTA.  

 

10.2 Impact on the business environment 

Thanks to improving the business environment and a number of actual reforms that were 

implemented in the late 2000s, Georgia had managed to climb to the top 20 economies in 

the Ease of Doing Business Index by 2008. Therefore, by the time of the DCFTA's signing, 

the country was already among the best performer countries.  

In the 2019 edition of the Index, Georgia ranked 6th out of 190 countries.274 Annex H 

presents the evolution of the Index’s components for Georgia from 2009 to 2019. The 

changes in the methodology make it impossible to easily compare the results over the 

years, but allow broader trends and changes of direction to be identified, however most of 

the scores show further improvements since the date of the provisional entry into force of 

the DCFTA. Since the DCFTA was signed, some progress has been achieved in 9 out of 10 

areas. The score on getting credit in 2019 was at the level comparable to the one before 

the Agreement. With an almost perfect score in 2019, Georgia was a global leader in terms 

of ease of starting a business. Resolving insolvency stands out as a particularly problematic 

area. However, its score improved almost twofold between 2009 and 2019. However, it is 

difficult to link the score dynamics directly to the DCFTA as they reflect various aspects of 

economic development. The DCFTA's impact could be better seen by the score on trading 

                                           
273 www.transparency.org/en/cpi/2019/index/ 
274 The country ranked 7th in 2020 and 2021 editions, which are out of the direct scope of the timeline of the 
evaluation.  

http://www.transparency.org/en/cpi/2019/index/
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across borders, which increased after 2016. Given the date, this could better reflect a 

direct positive impact related to the DCFTA’s implementation. 

10.3 Impact on the investment climate275 

Georgia’s efforts to attract international investors focused on targeted reforms aimed at 

increasing Georgia’s position in the Ease of Doing Business Index, which, as some argue, 

masked the lack of reforms in other important aspects of doing business in Georgia not 

covered by the Index.276 This is particularly visible when comparing Georgia’s position in 

the Ease of Doing Business Index with other competitiveness and governance indicators. 

As discussed in section 5.3.4, Georgia remains outside the top 50 economies in terms of 

competitiveness. Georgia’s scores and percentile ranks in the World Governance Indicators 

(see Annex H) indicate that the quality of institutions and policies remains an issue, 

representing an obstacle for investments. 

Half of the governance indicators saw important gains in their scores during 2014 to 2019. 

As one of the key aspects included in the DCFTA is the regulatory reform commitments to 

approximate Georgia’s domestic legislation to that of the EU’s core legal business 

framework, improvements in Government Effectiveness, Regulatory Quality and Rule of 

Law can be related to the Agreement’s purpose. Three other governance indicators saw 

slight declines in their scores between 2014 and 2019. What is particularly worrying about 

declines in Voice and Accountability and Political Stability and Absence of 

Violence/Terrorism is that Georgia’s scores were already low before 2014. It should be 

noted, however, that those areas were not of the DCFTA’s immediate concern. 

10.4 Trade facilitation 

Stakeholders in various formats of consultation confirmed that the DCFTA has 

had a positive impact on trade facilitation. This concerns the current situation as well 

as the potential impact of the Agreement. More specifically, trade facilitation has occurred 

in the form of increased opportunities, better availability of information, the slow but 

visible start of export diversification, better awareness of business operators regarding 

trade opportunities, and the improved capacity of traders, among others, through various 

types of EU technical assistance. 

10.5 Business as usual 

As concerns business as usual, most importantly the DCFTA has facilitated: 1) 

increased predictability of the business environment; and 2) increased 

transparency in the process of preparing and adopting business regulations. 

Predictability of the business environment has improved given that the reforms conducted 

in this context are meant to be irreversible and bring the Georgian regulatory environment 

closer to that of the EU. As for transparency requirements, these are explicitly included in 

the AA/DCFTA and envisage a process of consultation of stakeholders, including business 

operators, prior to the adoption of legislative acts in the framework of legislative 

approximation. 

On the other hand, in many areas doing business has become more costly due to the 

introduction of new rules and requirements, creating additional costs to be borne by the 

private sector. This aspect was emphasised during the stakeholder consultations, in 

particular by the private sector representatives. 

 

                                           
275 See more information on FDI dynamics and macroeconomic effects of the DCFTA in Chapter 5 (sections, 5.3. 
and 5.4.). 
276 Schueth, S. (2015), ‘Winning the rankings game: The Republic of Georgia, USAID, and the Doing Business 
Project’, in Cooley, A. and Snyder, J. (eds), Ranking the World: Grading States as a Tool of Global Governance, 
Cambridge: Cambridge University Press, Doi:10.1017/CBO9781316161555.007, pp. 151-177. 
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11 ASSESSMENT OF THE EFFECTIVENESS OF THE INSTITUTIONAL 
STRUCTURE OF THE DCFTA (TASK 17) 

The institutional arrangements for reviewing and controlling the implementation of the 

AA/DCFTA are well developed. The key institution is the Association Council, composed 

of Members of the Council of the EU and the European Commission on the one hand, and 

Members of the Georgian Government on the other hand. The Association Council meets 

at least once a year at ministerial level and is the core institution for monitoring the 

application and implementation of the Agreement. It also examines all other major issues 

in the relationship between the two parties. The Association Council has already met five 

times since the Agreement’s entry into force. In addition to monitoring Georgia’s progress 

in implementing the AA and DCFTA, specific issues of mutual interest are discussed. For 

example, during the last Association Council meeting in March 2019, the EU and Georgia 

discussed the 2018 Presidential elections, Georgia’s domestic judiciary reform and the EU’s 

macro financial assistance.277 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. It can also adopt non-binding 

recommendations. Both decisions and recommendations are taken by consensus between 

the parties. 

The Association Council is assisted by an Association Committee, composed of 

representatives of the parties at senior official level, which in turn is assisted by specific 

subcommittees. The Association Council adopted rules of procedure for itself, the 

Association Committee and its subcommittees,278 and established Subcommittees on 

Freedom, Security and Justice and on Economic and Sector Cooperation.279 The Agreement 

established an Association Committee in Trade Configuration (ACTC) to address all 

issues related to the DCFTA,280 complemented by four subcommittees on sanitary and 

phytosanitary (SPS) measures, geographical indications (GIs), customs, and trade and 

sustainable development (TSD) (see below). 

The Agreement also established a Parliamentary Association Committee and a Civil 

Society Platform (below), which allows CSOs from both sides to monitor the 

implementation process and prepare their recommendations to the relevant authorities. 

Finally, it has to be mentioned that in its non-paper submitted to the EaP consultation 

process in 2019, Georgia called for a structured, institutional dialogue between the EU and 

the three DCFTA countries on issues related specifically to the implementation of the 

AA/DCFTA, such as regular ministerial meetings (supported by expert-level meetings) in 

the EU+3 format on energy, transport, justice and home affairs, digital market, education, 

and research and innovation. This informal format has been established, for example, in 

the area of trade with informal DCFTA ministerial meetings between the EU 

(represented by the EU Trade Commissioner) and the ministers of economy and/or trade 

from the three DCFTA countries. The second such meeting took place on 21 May 2019 in 

Kyiv, while the third meeting planned for 2020 in Tbilisi was postponed because of the 

pandemic.281 These meetings focus on the progress and challenges in the implementation 

of the DCFTAs and the sharing of experiences and success stories. During the last 

ministerial meeting, Ukraine and Georgia signed a protocol, which has already entered 

into force, amending the bilateral FTA in order to allow diagonal cumulation using PEM 

rules of origin. 

                                           
277 Joint press release following the fourth Association Council meeting between the EU and Georgia, 5 May 2018. 
278 See Decision 1/2014 of the Association Council adopting its Rules of Procedure and those of the Association 
Committee. 
279 See Decision 2/2014 of the Association Council on the establishment of two subcommittees. 
280 See Article 408(4) of the EU-Georgia AA. 
281 For the joint statement of the 2019 meeting, see https://trade.ec.europa.eu/doclib/docs/2019/may/ 
tradoc_157890.pdf 

https://trade.ec.europa.eu/doclib/docs/2019/may/tradoc_157890.pdf
https://trade.ec.europa.eu/doclib/docs/2019/may/tradoc_157890.pdf
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11.1 Association Committee in Trade Configuration 

During ACTC meetings, the Committee not only discusses progress in the implementation 

of the different chapters of the DCFTA, but also initiates discussions on possible solutions 

to issues, thereby setting those issues on the agenda. For instance, during the sixth EU-

Georgia ACTC meeting, the parties discussed the possibility of increasing and diversifying 

Georgian exports to the EU.282 This in turn became one of the major points of discussion 

in the seventh EU-Georgia ACTC meeting, with the EU delegation conducting private 

stakeholder consultations in Georgia to identify challenges and to further develop the list 

of products with export potential. The parties agreed to discuss this issue further at a 

follow-up meeting.283 It also shows the progress made in this area, as in 2019 an audit 

took place with regard to the authorisation of exports of pet food, and in 2020 Georgia 

was authorised to export pet food to the EU.284 

The ACTC has been involved in several projects to update the annexes to the EU-Georgia 

DCFTA, such as the update of Annex III-A to the Agreement on Technical Barriers to Trade 

and Annex XVI to the Agreement on Public Procurement in 2018 to reflect the evolution of 

EU acquis. It also has been intensively engaged in the discussion of reforms related to 

public procurement, and prepared the relevant decision on the positive assessment of the 

first phase as set out in Annex XVI-B to the DCFTA (to be signed and adopted in the near 

future). Based on this positive assessment, a decision for the Association Council has been 

prepared to grant mutual market access for supplies of central government authorities. As 

soon as this decision enters into force, Georgian companies will have the possibility to 

participate in the tenders for supplies announced by EU Member States’ central 

government authorities. 

11.1.1 SPS Subcommittee  

The SPS Subcommittee monitors the implementation of the AA and DCFTA in the field of 

SPS. Overall, the work of the subcommittee has been successful, and the legislative 

approximation has been on track with the foreseen timeline, with 146 legal acts 

approximated as of August 2021. To draft legal acts, working groups were established 

comprising experts from MEPA, the NFA, the Laboratory of the Ministry of Agriculture and 

the Research Scientific Centre of the Ministry. Throughout the years, the operational 

conclusions of the SPS Subcommittee meetings have been implemented within the given 

timeframe from one year to the next.285 

An ongoing project has been the modification of Annex XI-B to the AA. Georgia has listed 

several EU acts that are not relevant to Georgia, and has stated that the prioritisation of 

aquaculture products should be reflected in the Annex.286 Georgia also established a 

working group for approximation activities, which transposed 22 EU legal acts into 

domestic rules and guidelines in 2019 and continues to work on further approximation. 

Both sides, Georgia and the EU, continue to discuss and work on this modification and 

monitor whether acts are relevant to Georgia and whether new policies are being 

developed on the EU side. 

While a major success was achieved in 2020 through the authorisation granted by the EU 

to export pet food from Georgia to the EU, the SPS Subcommittee emphasises the need 

for – and is working on – more success stories on animal origin products.287 

                                           
282 Sixth EU-Georgia Association Committee in Trade Configuration (ACTC), 5-6 December 2019. 
283 Seventh EU-Georgia ACTC, 3-4 February 2021. 
284 Sixth EU-Georgia ACTC, 5-6 December 2019; seventh EU-Georgia ACTC, 3-4 February 2021. 
285 Fourth meeting of the EU-Georgia Sanitary and Phytosanitary (SPS) Subcommittee, 17 October 2018; fifth 
meeting of the EU-Georgia SPS Subcommittee, 19 November 2019; sixth meeting of the EU-Georgia SPS 
Subcommittee, 26 January 2021. 
286 Fourth meeting of the EU-Georgia SPS Subcommittee, 17 October 2018. 
287 Sixth meeting of the EU-Georgia SPS Subcommittee, 26 January 2021; seventh EU-Georgia ACTC, 3-4 
February 2021. 
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11.1.2 GI Subcommittee  

In 2020, discussions on draft Decision No 1/2020 of the EU-Georgia Geographical 

Indications Subcommittee (GI Subcommittee) amending Annexes XVII-C and XVII-D to 

the AA came to an end, with both parties signing the Decision and Georgia confirming that 

all internal procedures had been completed and no comments had arrived during the 

objection procedure.288 Since then, work towards the fourth update of the Annexes has 

begun on the EU side and Georgia provided its updated list in January 2021. 

One challenge that the GI Subcommittee must deal with is the new Georgian GI logo, 

which the EU explained is very similar in design to the EU logos and could therefore be 

misleading for consumers and incompatible with EU regulations on quality schemes. The 

Georgian side took note of the EU’s comments and stated that it would come back with an 

official position on the new logos.289 Georgia has already informed the EU of its intention 

to change the logos. Within the EU-funded twinning project ‘Establishing Efficient 

Protection and Control System of Geographical Indications (GIs) in Georgia’, new draft GI 

and Appellation of Origin logos have been created. The obligations and rules for producers 

using the logos will be regulated by the Law on Appellations of Origin of Goods and 

Geographical Indications.  

11.1.3 Customs Subcommittee  

One of the major projects that the Customs Subcommittee has been involved in is the 

adoption of the new Customs Code, which entered into force in September 2019. An 

interdepartmental working group of the Georgian Government is discussing implementing 

provisions and planning a workshop with GIZ on this topic.290 Other ‘important 

achievements include Decision 1/2018 replacing Protocol I to the Agreement, with 

Georgia’s accession to the PEM Convention on preferential rules of origin, allowing for 

diagonal cumulation; Transitional rules of origin applicable in the pan-Euro-Mediterranean 

(PEM) area are applicable in Georgia since 1 September 2021 Decision 01/2021 of the 

Customs sub-committee291; and the approximation with Regulation (EU) No 608/2013 on 

intellectual property rights’.292 Ongoing work towards Georgia’s accession to the Common 

Transit Convention and the deployment of NCTS P5 is also being closely monitored by the 

Customs Subcommittee, aiming for final accession to the Convention in 2023. 

11.1.4 TSD Subcommittee  

It should be noted that the TSD Subcommittee is the only subcommittee that elaborates 

its own multiannual action plans. Recently it agreed on its work plan for 2021-2023. 

In 2020, the EU reiterated its expectation that Georgia would fulfil its commitments made 

under the TSD Chapter of the AA. Multilateral environmental agreements have been on 

the TSD Subcommittee’s agenda since 2016. As such, Georgia has signed and ratified the 

Paris Agreement and joined the Energy Community. In 2020, Georgia established a 

Climate Change Council, which has been drafting more ambitious NDCs. These drafts were 

submitted to the government for approval in 2021. Georgia has also been working on 

upgrading its legal framework and capacities to enforce its CITES commitments effectively. 

Additionally, since 2018 the parties have continuously exchanged views on the ongoing 

efforts of the Government of Georgia concerning OSH, the effective monitoring and 

inspection of labour standards and rights, the eradication of child labour, reinvigorating 

the tripartite social dialogue, and non-discrimination in the workplace.293 Nevertheless, 

there is a need for continued efforts to strengthen and effectively implement labour 

                                           
288 Fourth meeting of the GI Subcommittee, 23 January 2020. 
289 The issue was explained at the GI Subcommittee of 18 November 2021.  
290 Fifth meeting of the Customs Subcommittee, 12 June 2019. 
291 https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:22021D1858&from=EN  
292 Fifth EU-Georgia ACTC, 5-6 December 2019. 
293 Third meeting of the TSD Subcommittee, 20 March 2018. 

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:22021D1858&from=EN
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protection consistent with international standards. This can be achieved, among others, 

through discussions and cooperation within the framework of the TSD Subcommittee.294 

Furthermore, supervision and enforcement of all core labour standards must be advanced 

by the newly established labour inspection system. Georgia has stated its intention to 

guarantee that the rights of employees in the workplace are protected and that the rights 

under the Labour Code are enforced.295 It has adopted the Decree on Hazardous Work 

Activities and Light Work in line with ILO standards and DCFTA commitments, set up two 

regional offices and plans to increase a number of labour inspectors up to 120.296 

11.2 EU-Georgia Civil Society Platform 

The Georgian National Platform of the Eastern Partnership Civil Society Forum (EaP CSF 

GNP)297 was established in 2015 as a consultative body under the AA. The EaP CSF GNP is 

managed by members of the Coordination Council, which is composed of 11 members 

including the Chair of the Board, and operates through its secretariat.  Up to 200 

organisations participate in the Platform, including CSOs, employee organisations, trade 

unions and associations. The main EU counterparts of the Platform are the EESC and large 

European civil society networks. The twin mission of the EaP CSF GNP is to increase civil 

society’s engagement in Georgia’s European association processes by, among others, 

promoting democratic reforms and advocating the interests of Georgian citizens; and to 

assure the monitoring of the AA/DCFTA’s implementation. With regard to the latter, the 

Platform prepares recommendations to the Association Council and the relevant authorities 

of both parties. Members of the EaP CSF GNP are invited to participate in the different EU-

Georgia meetings, also with the European External Action Service (EEAS), the European 

Commission and the Georgian authorities. To date, the Platform has held seven 

meetings.298  

The EaP CSF GNP works quite actively and, since its establishment, has issued a number 

of statements and policy documents on different issues, which are publicly available. 

Between 2015 and 2020 about 100 working group meetings and more than 50 

Coordination Council meetings were conducted. The EU has provided technical assistance 

to the Platform since 2017, with the aim of increasing capacity of expertise, monitoring 

and advocacy. 

11.3 EU and Georgia Domestic Advisory Groups 

EU and Georgia DAGs were established in 2015 under the TSD Chapter of the DCFTA. The 

main task of the DAGs is to provide advice on issues covered by the TSD Chapter. DAGs 

may also submit recommendations or views on the implementation of the TSD Chapter, 

including on their own initiative. The DAGs comprise independent representatives of CSOs 

in a balanced representation of economic, social and environmental stakeholders. The EU 

DAG is composed of nine members from the EESC and other European CSOs. The Georgian 

DAG is composed of 11 representatives of business associations, trade unions, 

environmental organisations and other CSOs. The first joint meeting of the Georgian and 

EU DAGs299 was held in 2016 in Tbilisi. So far, seven joint meetings have been held.  

The DAGs are very active in monitoring and critically reviewing the implementation of the 

TSD Chapter and highlighting outstanding issues in their conclusions and joint statements. 

The latter is very important for the effective fulfilment of Georgia’s commitments in the 

labour and environmental areas. 

                                           
294 Ibid. 
295 Fifth meeting of the EU-Georgia TSD Subcommittee, 6 July 2020. 
296 Seventh EU-Georgia ACTC, 3-4 February 2021. 
297 https://eap-csf.ge/?lang=en 
298 EESC, https://www.eesc.europa.eu/en/agenda/our-events/events/7th-meeting-eu-georgia-civil-society-
platform 
299 List of EU and Georgia DAG members, https://www.eesc.europa.eu/en/agenda/our-events/events/7th-
meeting-eu-georgia-civil-society-platform  

https://eap-csf.ge/?lang=en
https://www.eesc.europa.eu/en/agenda/our-events/events/7th-meeting-eu-georgia-civil-society-platform
https://www.eesc.europa.eu/en/agenda/our-events/events/7th-meeting-eu-georgia-civil-society-platform
https://www.eesc.europa.eu/en/agenda/our-events/events/7th-meeting-eu-georgia-civil-society-platform
https://www.eesc.europa.eu/en/agenda/our-events/events/7th-meeting-eu-georgia-civil-society-platform
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11.4 Dynamic approximation  

Overall, the joint institutions, in particular the subcommittees of the ACTC, have important 

agenda-setting powers. The DCFTA’s ‘comitology’ is crucial in keeping issues on the 

agenda in case of delayed or insufficient implementation. As such, they guarantee 

continuity in monitoring, and exert pressure on successive governments to abide by the 

commitments that Georgia has entered into under the Agreement. As mentioned above, 

the joint institutions play a crucial role in the process of Georgia’s (dynamic) approximation 

to 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. Therefore, the Agreement allows the Association Council 

to update or amend the annexes, ‘including in order to reflect the evolution of EU 

legislation.300 However, because the Association Council decides by consensus, both the 

EU and Georgia need to agree on the updating of the annexes. Several chapters of the 

DCFTA include specific provisions to update the annexed legislative approximation 

commitments (SPS, TBT, customs, services and public procurement). The Association 

Council has delegated to the competence to amend or update these DCFTA annexes to the 

ACTC.301  

The AA provides that the Association Council is ‘a forum for exchange of information on 

European Union and Georgian legislative acts, both under preparation and in force, and 

on implementation, enforcement and compliance measures’. However, in practice the 

preparatory work for updating the Agreement’s annexes takes place at subcommittee 

level. The draft proposals then follow the institutional hierarchy of the AA up to the 

Association Council (or ACTC), which adopts the actual joint decisions. On the EU side, the 

EEAS is responsible for updating the sectoral (non-DCFTA) chapters, and DG Trade is 

responsible for updating the DCFTA chapters. However, both the EEAS and DG Trade rely 

on the input and expertise of other Commission DGs through interservice consultations to 

prepare the updating of the annexes (e.g. DG GROW for the TBT Chapters, DG SANTE for 

the SPS and public health chapters, DG Environment and DG CLIMA for the chapters on 

environmental cooperation, and DG ENER for the chapters on energy cooperation). The 

preparation of the joint meetings (Association Council, Committee or Subcommittees) falls 

under the responsibility of the EEAS, except for the ACTC and its subcommittees, for which 

DG Trade is responsible. 

11.5 Assessment 

The institutional structure of the DCFTA ensures continuous cooperation of the parties to 

the Agreement in different areas, which is important for effective implementation of the 

AA/DCFTA. Thematic subcommittees provide the opportunity to discuss implementation 

progress, challenges and outstanding issues, and to exchanges views on different matters.  

The most important elements of the institutional structure are the platforms through which 

civil society, the business community and NGOs are involved in the oversight and 

monitoring of AA/DCFTA implementation and, importantly, in policy advising. Through the 

Civil Society Platform and DAGs, the parties to the Agreement have undertaken to involve 

a broader circle of stakeholders in the implementation process and have institutionalised 

this cooperation.  

The institutional arrangement of the DCFTA – consisting of high- and technical-level 

cooperation platforms, as well as platforms through which a broader range of stakeholders 

can be involved in the process – is essential for effective implementation of the Agreement. 

Control and oversight by CSOs, which are often critical, push the government to be more 

                                           
300 See Article 406(3) and 418 of the EU–Georgia Association Agreement. 
301 As mentioned above, the ACTC and its subcommittees have already updated several DCFTA chapters. 
However, other important chapters, in particular those on services and establishment (postal and courier 

services, financial services, telecommunication services and international maritime transport) still require a 
comprehensive update. Discussions are ongoing in the framework of the ACTC to update annexes in postal and 
courier services, and telecommunications. 
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active with regard to implementation, and contribute to the acceleration of this process 

where needed. With their expertise in specific fields (for instance in environmental 

protection), CSOs provide a valuable contribution to the AA/DCFTA implementation 

process. Participants in the stakeholder consultations underlined the importance of these 

platforms and expressed willingness for more active involvement and cooperation in the 

format of working groups. 

Joint platforms have an essential role in updating the annexed lists of legislation under the 

dynamic approximation and reaching agreements on this between the government and 

the EU. Several annexes of the Agreement (e.g. TBT and public procurement) are already 

updated and reflect latest developments of EU acquis. Discussion on the update of other 

annexes (e.g. postal and telecommunications) is ongoing. 

 

12 COMPARISON OF THE EX-POST EVALUATION FINDINGS WITH THE EU-

GEORGIA TRADE SUSTAINABILITY IMPACT ASSESSMENT (SIA) (TASK 10)  

The following table provides a brief comparison between the estimated impacts contained 

in the 2012 Trade Sustainability Impact Assessment (SIA) – which were originally 

calculated in the context of the EU-Georgia DCFTA negotiations – and what has ultimately 

prevailed so far.   

Overall, the research suggests that the economic, social and environmental impacts so far 

have been rather limited, with some noticeable exceptions. It should be noted, though, 

that the SIA developed both short- and long-term impacts, whereas the ex-post analysis 

focuses only on the impact of the DCFTA from its enforcement in 2014 until 2019. Thus, 

although the table below does report on short-term impacts, comparisons will be 

developed with respect to long-term impacts only. 

 

Table 19. Effects anticipated in the SIA versus effects identified in the ex-post evaluation  

2012 SIA findings  Ex-post evaluation findings  

Ex-post evaluation 

findings compared 
to SIA findings 

Impact on the EU27 

The economic impact was negligible. 
In concrete terms, the estimated 
impact on GDP was estimated to be 
0% in both the short and long run.  

 

On trade, the ex-ante estimated 
impact was 0% for total exports and 
total imports in both the short and long 
run. 

 

The expected impact on national 

income was EUR 79.1 million in the 
short run and minus EUR 47 million in 

the long run. 

 

The ex-ante estimated impact on 
skilled and unskilled wages in the 

EU27 was 0%. 

 

The ex-ante estimated impact on 
labour displacement (as a percentage 

The estimated impact on GDP, as 
at 2019, was found to be 0.0%. 

 

As at 2019, the ex-post estimated 

impact on the total imports and 
exports of the EU27 was 0%. 

 

At the same time, the estimated 
impact on disposable income for 
final demand and investment in the 
EU27 was EUR 30.9 million. 

 

The ex-post impact on both skilled 
and unskilled wages was 0%. 

 

The ex-post impact on both total 
skilled and unskilled labour supply 

was estimated at 0%, as at 2019. 

The ex-post 
estimated impacts 
on the EU27 were 
basically in line with 

the ex-ante 
expected economic 
impacts. In this 
sense, it is worth 
noting that the 
estimated difference 
on national income is 

marginal relative to 
the size of the EU27 
economy. 
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2012 SIA findings  Ex-post evaluation findings  

Ex-post evaluation 

findings compared 
to SIA findings 

of the labour force) was 0% for both 

unskilled and skilled workers. 

Economic impact on Georgia 

On GDP, the SIA expected an impact 
of 1.7% in the short run and 4.3% in 
the long run. 

 

On national income, the SIA expected 
an impact of EUR 114.4 million in the 
short run and EUR 291.9 million in the 

long run. 

 

On trade, the SIA expected an impact 

of 8.9% on total exports in the short 
run and 12.4% in the long run. On 
total imports, it expected an impact of 

4.4% in the short run and 7.5% in the 
long run. 

The estimated ex-post impact on 
GDP, as at 2019, was 0.04% 
(EUR 8 million). 

 

On the other hand, the 
estimated impact on disposable 
income for domestic demand and 

investment was -0.21%  
(-EUR 4 million). 

 

The ex-post estimated impact on 
total imports, as at 2019, was 
0.2%, whilst the impact on total 

exports was 0.7%. 

The ex-ante 
estimated economic 
impacts were 
generally – and 
significantly – 
overestimated vis-à-
vis what has 

ultimately prevailed 
since the signing of 
the DCFTA. 

 

However, the ex-
post sector-level 

impacts show some 
significant positive 
stories for Georgia. 
For example, the 
estimated impacts 
on Georgian exports 
of cereal and rice to 

the EU27 were 
38.3% and 12.3% 
respectively, whilst 
the impacts on 
agriculture and non-
ferrous materials 
were 8.6% and 

4.5%. 

Social impact on Georgia 

The SIA estimated that the impact on 
both skilled and unskilled workers’ 
wages would be 1.5% in the short 
term. In the long term, the estimated 
impact on skilled workers’ wages was 
3.6% whilst the estimated impact on 
unskilled workers’ wages was 0%. 

 

The ex-ante impact on labour 
displacement was estimated to be 
5.1% for unskilled workers and 3.6% 
for skilled workers. 

The ex-post estimated impact on 
skilled workers’ real wages was 
0.01% as at 2019, whilst that of 
unskilled workers was -0.2%. 

 

The ex-post estimated impact on 
both total skilled and unskilled 

labour supply was 0%. 

The ex-ante 
estimated impacts 
contained in the SIA 
significantly 
overestimated the 
Agreement’s social 
impact vis-à-vis the 

ex-post estimated 
impacts. 

Environmental impact on Georgia 

According to the SIA, the estimated 

environmental effects of the DCFTA in 
terms of CO2 emissions and land-use 

intensity in Georgia were expected to 
be very small. CO2 emissions were 
estimated to increase by 0.2% and 
land intensity by 2%. Moreover, air 
emissions of other pollutants were 
expected to rise by up to 3.1%. These 

would translate into EUR 20 million of 

The ex-post estimated impact on 

CO2 emissions was negligible. 
According to the CGE results, 

overall CO2 emissions were 
estimated to decrease by 0.02%.  

 

More specifically, the ex-post 
estimated impact on household 
CO2 emissions was -0.23%, while 

Overall, the ex-ante 

estimated impacts of 
the SIA on CO2 

emissions were 
slightly 
overestimated with 
respect to the ex-
post impacts 
estimated by the 

CGE modelling 
(0.2% of the former 
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2012 SIA findings  Ex-post evaluation findings  

Ex-post evaluation 

findings compared 
to SIA findings 

total external costs of the DCFTA for 

Georgia. 

the impact on firms’ CO2 emissions 

was +0.04%. 

 

Among firms, the sectors that were 
estimated to experience the largest 
negative impact in terms of CO2 
emissions were non-ferrous metals 
(+2.01%) and iron and steel 

(+0.77%). The sectors with the 
estimated largest positive impacts 
were processed food (-1.15%) and 
rubber and plastics (-1.12%). 

versus -0.02% of the 

latter). 

Source: authors’ own compilations.  

  



 

100 

PART C: CONCLUSIONS AND RECOMMENDATIONS 

13 CONCLUSIONS302 

13.1 The 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.  

Nevertheless, the overall economic climate has been significantly improved by the 

DCFTA, particularly in terms of market access, contributing positively to the 

overall business climate and investors’ perception. 

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 benefits 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 

                                           
302 For detailed answers to the key evaluation questions, please see Annex J.  
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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  

In terms of trade, 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.  

In terms of macroeconomic effects, 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 

will most likely lead to more positive effects in the long run. 

Overall, the implementation of the DCFTA has not led to any major direct economic effects 

for the EU or for Georgia. However, the Agreement has positively contributed to improving 

Georgia's business environment, its trade in services and its access and involvement into 

global value chains. Further positive effects should follow in the long run after the full 

implementation of the DCFTA.  

 

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 
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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 

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, this particularly refers 

to medium enterprises, whose share in Georgia’s exports to the EU is nearly five times 

larger than the share of small companies.  

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.  
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Impact on consumers  

The approximation of Georgian legislation to EU acquis in the milk and dairy sector has 

not resulted in any noticeable price increase, and thus has not had any influence on 

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. It can be assumed that legal approximation already has 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. Yet, 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. 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 and could place more emphasis on them. The DCFTA 

as ‘a unique type of trade agreement’ provides a comprehensive framework for trade 

cooperation between the parties and it could further reflect and more actively promote the 

current trade needs of the EU as all well as Georgia. In this sense, the Agreement should 

be viewed as a good foundation to strengthen bilateral trade relations by focusing on the 

new priority areas and current needs of both parties.  
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14 RECOMMENDATIONS 

To reap the full benefits of the DCFTA, the following recommendations are advised for the 

EU, as well as for Georgia.  

1. The EU should target more assistance to help the private sector and SMEs, 

specifically the adoption of European harmonised standards and EU technical 

regulations in practice. This should significantly improve access for Georgian 

enterprises to the EU market and further boost trade. In this sense, tailored EU 

assistance, among others as part of the Economic and Investment Plan for the EaP, 

could play an important role in allowing Georgia to unlock the benefits of the 

DCFTA.  

2. The EU should devote proper attention and more financial assistance to setting up 

quality infrastructures to ensure that Georgian enterprises, and SMEs in particular, 

have access to modernised certification networks, so that they can conform to EU 

requirements and standards. EU assistance in this direction could play a vital role.  

3. The EU should consider removing some of its reservations on trade in services 

currently envisaged by the DCFTA, given the considerable expansion in trade in 

services between the parties. This particularly refers to the ICT sector, where 

Georgia’s trade with the EU has skyrocketed since the entry into force of the DCFTA. 

4. The Government of Georgia should complement the DCFTA’s implementation with 

prudent economic policy.  This should include a greater range of activities to attract 

FDI, and the implementation of measures to increase the production capacity of 

Georgian SMEs, which still suffer from low productivity, limited production capacity 

and little engagement in global value chains. Such measures may include the 

provision of needs-based assistance for skills upgrading and internationalisation 

(e.g. support in finding international partners, attracting foreign investment and 

increasing integration into the European Enterprise Network).  

 The Government of Georgia's implementation of the DCFTA should be 

complemented by targeted government programmes to help smaller companies 

adopt EU standards and requirements, particularly SPS measures. Tailored 

programmes should also be designed and implemented for SMEs and small 

suppliers, which in the long run will need to adopt EU standards. This could be 

challenging for them given their low production and financial capacity.  

5. The use of preferences by Georgian as well as EU enterprises should be improved, 

as current utilisation rates fall below the average rate observed in the region.  

 

To improve implementation of the DCFTA: 

6. The Government of Georgia should strengthen the institutional capacity and 

knowledge of the EU acquis of the governmental bodies, Parliament and DCFTA 

institutions that work on legislative approximation.  

7. The Government of Georgia should strengthen cooperation with all relevant 

stakeholders/sector representatives in the process of elaborating new legislation in 

order to identify possible challenges in implementation at the earliest stage 

possible.  

8. More attention should be devoted from the EU as well as Georgia to conducting 

cost-benefit analyses of new legal acts. As observed, there is still a lack of precise 

analyses of the costs and benefits of draft EU directives/regulations. The regulatory 

impact assessment (RIA) instrument can also be used more broadly for draft 

legislation. In this regard, it is essential to strengthen the capacity of the relevant 

unit(s) in charge of RIA to ensure broader coverage as well as high-quality RIA. 

9. The Georgian public sector needs to strengthen its institutional capacity in the 

monitoring and evaluation of DCFTA implementation, in which EU support would be 

very important. 

10. The Government of Georgia should elaborate target-oriented measures in order to 

support companies in adapting to the requirements of the DCFTA. Such measures 

could include capacity building/educational programmes on EU regulations. In this 
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regard, it is advisable to enhance cooperation with educational institutions in order 

to include information on the Agreement and the EU legal framework (to the extent 

possible, where needed) in educational programmes. As observed during the 

stakeholder interviews, there is generally a positive perception about the 

AA/DCFTA, but there is a lack of knowledge and understanding of more concrete 

details.  

11. A better understanding of the Agreement is important for its proper perception, as 

this will minimise the risks related to use of the Agreement as a reference to justify 

an internal political reform agenda. The Georgian public sector should strengthen 

cooperation with business support organisations and business/sectoral associations 

and support them to increase their knowledge of EU legislation, essential for them 

to provide qualified support to stakeholders and existing/potential beneficiaries of 

the DCFTA. 

12. Laboratory infrastructure in Georgia needs further development. At this stage 

Georgia lacks the laboratory capacity necessary for the effective implementation of 

EU regulations in SPS, TBT and for industrial products, which require complex 

testing of products for conformity assessment, and for market surveillance 

purposes (this was also mentioned by interviewees). A clear vision and policy 

provided by the Government of Georgia in this regard is key. 

13. EU technical and financial assistance, which are provided continuously, play an 

important role in the effective implementation of the DCFTA for both the private 

and public sectors. However, there is a need to further strengthen pre-existing 

cooperation instruments through better prioritisation of needs, also considering 

dynamic approximation and changes in EU legislation. With regard to dynamic 

approximation, more attention should be paid to the definition of realistic timelines 

for the approximation of updated EU legislation. Hence, it is important to consider 

the specificities of Georgia and to make a precise evaluation of the costs and 

benefits of implementation. 

 

To promote trade and sustainable development: 

15. Georgia needs to devote more efforts to implementing SDG-related policies 

concerning the protection of core labour standards in practice, among others, 

through the continuous analysis of the evolving situation, the identification of 

challenges, and close collaboration with all stakeholders engaged in DCFTA 

implementation, including the public and private sectors and civil society. This will 

also facilitate compliance, among others.  

16. To move forward with implementing ILO core labour standards, it would be useful 

to conduct a detailed analysis of the peer review (the review of legislation reflecting 

such conventions in order to identify compliance) of Georgian labour legislation 

(which is currently being conducted by the ILO)and discuss its results with all 

relevant stakeholders.  

17. To identify the current challenges in implementing the DCFTA, it is important to 

conduct regular targeted surveys of relevant stakeholders on social and labour 

issues, including employer and employee organisations, such as the Georgian 

Employers’ Association, the Business Association of Georgia and the Georgian SME 

Association, together with trade unions.  

18. Georgia should strengthen its efforts to improve its policy towards child labour and 

elaborate effective mechanisms for its prevention. Data collection on child labour 

should be also improved. 

19. Georgia should strengthen its mechanisms of social dialogue and the working 

process of the high-level Tripartite Commission on Social Partnership. It is 

important that the Commission meets permanently on a quarterly bases to discuss 

and address existing problems in a timely fashion.  

20. To improve the implementation of labour legislation in practice, the effectiveness 

of the recently established Labour Inspection Service needs further improvement 

by increasing the qualifications and skills of labour inspectors.  
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21. For effective implementation of labour laws in practice, together with the further 

improvement of legislation and enforcement mechanisms, it is important to pay 

more attention to increasing awareness among both employees and employers on 

their rights and responsibilities, core labour standards and occupational health and 

safety. 

22. Georgia should continue to implement its DCFTA commitments on social and labour 

matters. In this process the country should improve its coordination among 

government bodies, enhance cooperation among the public and private sectors and 

civil society, and extend its cooperation with international partners to share best 

international practices.  

23. Georgia should promote programmes and policies to strengthen the employability 

of women through implementing programmes for women's economic 

empowerment, ensuring life-long (including entrepreneurial) learning and the 

opportunity to upgrade skills, and to foster gender-equal pay. 
24. Georgia should further improve its legislation related to antidiscrimination 

(including that related to sexual harassment) and ensure that gender equality and 

identity are protected at all stages of employment. 

 

To enable and improve the DCFTA’s effects on human rights: 

25. Georgia should pursue reforms to strengthen the rule of law, which should lead to 

improvements in the human rights effects of the DCFTA and increase the 

attractiveness of business opportunities in Georgia. 

26. Georgia should address shortcomings in the fiscal discipline, which is critical from 

the budget revenue side to ensure the redistribution of benefits of the DCFTA.  

27. Georgia should address environmental shortcomings to ensure the sustainable use 

of natural resources that contribute to better enjoyment of human rights. 

28. Standardisation, reaching economies of scale, improved marketing capacities, 

matchmaking and increased contacts with EU enterprises and business associations 

should be improved among SMEs, so that they can better penetrate the EU market 

and distribute the benefits of the DCFTA in the interest of an adequate standard of 

living for all Georgian citizens  

 

To improve the coherence and relevance of the DCFTA: 

29. Implementation of the DCFTA should focus more on covering the new issues and 

priorities set in the EU’s updated trade and neighbourhood policies, such as trade 

in services, especially ICT services, digital trade and the green transformation. The 

annexes that are no longer relevant due to fast-evolving EU legislation in these 

areas should be updated. Updates to the Annexes to the EU-Moldova AA in 2019 

on the rules applicable to telecommunications services could serve a good example 

on this.  

30. In order to remain relevant, trade relations between the EU and Georgia should 

address the new priority areas and trade needs of both parties. From the EU’s 

perspective, this concerns placing more emphasis on services and digital trade, 

green transition and due diligence. From Georgia’s perspective, the focus should 

be on trade diversification and promotion of DCFTA opportunities among economic 

and business partners in Georgia and the EU. Dynamic approximation foreseen by 

the DCFTA should be triggered more systematically to ensure that the Agreement 

remains relevant to the current needs of both the EU and Georgia. 

  



 

107 

REFERENCES 

Akhvlediani, T. (2020), Interview with the Chair of the Georgian National Energy and Water 

Supply Commission (GNERC), CEPS. 

Akhvlediani, T. and Emerson, M. (2020), Association Agreement between the EU and 

Georgia, European Implementation Assessment, EPRS, European Parliamentary 

Research Service, April. 

Akhvlediani, T. and Van der Loo, G. (2020), Catch me if you can: Updating the Eastern 

Partnership Association Agreements and DCFTAs, CEPS. 

Akhvlediani, T. and Havlik, P. (2019), Georgia’s Economic Performance: Bright Spots and 

Remaining Challenges, Wiiw Policy Notes 29, the Vienna Institute for International 

Economic Studies, wiiw, https://ideas.repec.org/s/wii/pnotes.html. 

Brown, C. and Noël, S.-L. (2020), Georgia: Updated fisheries catch reconstruction to 2018, 

in Derrick, B., Khalfallah, M., Relano, V., Zeller, D. and Pauly, D. (eds), Updating to 

2018 the 1950-2010 Marine Catch Reconstructions of the Sea Around Us: Part I – 

Africa, Antarctica, Europe and the North Atlantic, Fisheries Centre Research Report 

28(5), pp. 174-178, http://www.seaaroundus.org/data/#/eez/268?chart=catch-

chart&dimension=taxon&measure=tonnage&limit=10.  

Damen, M. (2018), Foreign Direct Investment in the EU and the Eastern Partnership 

Countries, Directorate-General for External Policies, European Parliament, 

https://www.europarl.europa.eu/RegData/etudes/IDAN/2018/570489/EXPO_IDA(2

018)570489_EN.pdf.  

Ecorys and CASE (2012), ‘Trade Sustainability Impact Assessment in support of 

negotiations of a DCFTA between the EU and Georgia and the Republic of Moldova –

- Final report’, Rotterdam. 

EEAS (2018), ‘Remarks by HR/VP Mogherini on Breaches of Human Rights, Democracy 

and the Rule of Law in Moldova’, European External Action Service 5 July 

https://eeas.europa.eu/headquarters/headquarters-homepage/47997/remarks-

hrvp-mogherini-breaches-human-rights-democracy-and-rule-law-moldova_en. 

EEAS (2019), ‘EU and Government launch pilot green waste separation, collection and 

recycling project in Marneuli’, European External Action Service 15 March 

https://eeas.europa.eu/delegations/togo/59702/eu-and-government-launch-pilot-

green-waste-separation-collection-and-recycling-project_en. 

Ekanayake, E.M., Mukherjee, A., Veeramachenei, B. (2010), Trade Blocks and the Gravity 

Model: A Study of Economic Integration among Asian Developing Countries. Journal 

of Economic Integration, 25 (4). 

EMEP/CEIP (2021), Emissions as used in EMEP models, EMEP Centre on Emission 

Inventories and Projections, https://www.ceip.at/webdab-emission-database/ 

emissions-as-used-in-emep-models. 

Emerson, M., Cenusa, D. (2018), Deepening EU-Moldovan Relations – What, why and 

how?’ CEPS. 

Emerson, M., Cenusa, D. (2021), Deepening EU-Moldovan Relations – Updating and 

upgrading in the shadow of Covid-19, CEPS, forthcoming.  

Emerson, M., Kovziridze, T. (2018), Deepening EU-Georgian Relations – What, why and 

how?’ CEPS. 

Emerson, M., Kovziridze, T. (2021), Deepening EU-Georgian Relations – Updating and 

upgrading in the shadow of Covid-19, CEPS, forthcoming.  

EU4Climate (n.d), ‘Georgia’, https://eu4climate.eu/georgia/. 

https://ideas.repec.org/s/wii/pnotes.html
http://www.seaaroundus.org/data/#/eez/268?chart=catch-chart&dimension=taxon&measure=tonnage&limit=10
http://www.seaaroundus.org/data/#/eez/268?chart=catch-chart&dimension=taxon&measure=tonnage&limit=10
https://www.europarl.europa.eu/RegData/etudes/IDAN/2018/570489/EXPO_IDA(2018)570489_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/IDAN/2018/570489/EXPO_IDA(2018)570489_EN.pdf
https://eeas.europa.eu/headquarters/headquarters-homepage/47997/remarks-hrvp-mogherini-breaches-human-rights-democracy-and-rule-law-moldova_en
https://eeas.europa.eu/headquarters/headquarters-homepage/47997/remarks-hrvp-mogherini-breaches-human-rights-democracy-and-rule-law-moldova_en
https://eeas.europa.eu/delegations/togo/59702/eu-and-government-launch-pilot-green-waste-separation-collection-and-recycling-project_en
https://eeas.europa.eu/delegations/togo/59702/eu-and-government-launch-pilot-green-waste-separation-collection-and-recycling-project_en
https://www.ceip.at/webdab-emission-database/emissions-as-used-in-emep-models
https://www.ceip.at/webdab-emission-database/emissions-as-used-in-emep-models
https://eu4climate.eu/georgia/


 

108 

European Commission (2006), Communication, ‘Global Europe: Competing in the world’, 

COM (2006) 567. 

European Commission (2013), ‘Trade Sustainability Impact Assessment in support of 

negotiations of a DCFTA between the EU and Georgia and the Republic of Moldova’, 

https://trade.ec.europa.eu/doclib/docs/2012/november/tradoc_150105.pdf. 

European Commission (2015), Guidelines on the Analysis of Human Rights Impacts in 

Impact Assessments for Trade-Related Policy Initiatives, Directorate-General for 

Trade, Brussels. 

European Commission (2016), Handbook for trade sustainability impact assessment: 

second edition, April, https://trade.ec.europa.eu/doclib/docs/2016/april/tradoc 

_154464.PDF. 

European Commission (2017), ‘Report on Implementation of Free Trade Agreements’, 

COM(2017) 654.  

European Commission (2017), Report on Implementation of Free Trade Agreements, 

COM(2017) 654. 

European Commission (2017), Trade and Sustainable Development (TSD) chapters in EU 

Free Trade Agreements (FTAs), Non-paper of the Commission services, Brussels, 10 

July https://trade.ec.europa.eu/doclib/docs/2017/july/tradoc_155686.pdf. 

European Commission (2017), Better Regulation Guidelines, Staff Working Document. 

European Commission (2018), Better Regulation: Guidelines and Toolbox, 

https://ec.europa.eu/info/law/law-making-process/planning-and-proposing-

law/better-regulation-why-and-how/better-regulation-guidelines-and-toolbox_en.  

European Commission (2018), Individual reports and info sheets on implementation of EU 

Free Trade Agreements (Accompanying the document Report from the Commission 

to the European Parliament, the Council, the European Economic and Social 

Committee and the Committee of the Regions on Implementation of Free Trade 

Agreements, 1 January 2017 - 31 December 2017), Staff Working Document. 

European Commission (2018), ‘The EU Special Incentive Arrangement for Sustainable 

Development and Good Governance (“GSP+”)’ assessment of Georgia covering the 

period 2016-2017, 19 January, Brussels, https://eur-lex.europa.eu/legal-

content/EN/TXT/?uri=CELEX%3A52018SC0026&qid=1558636562341. 

European Commission (2018), Feedback and way forward on improving the 

implementation and enforcement of Trade and Sustainable Development chapters in 

EU Free Trade Agreements, Non-paper of the Commission services, 26 February 

https://trade.ec.europa.eu/doclib/docs/2018/february/tradoc_156618.pdf. 

European Commission (2019), Individual reports and info sheets on implementation of EU 

Free Trade Agreements (Accompanying the document Report from the Commission 

to the European Parliament, the Council, the European Economic, and Social 

Committee and the Committee of the Regions on Implementation of Free Trade 

Agreements 1 January 2018 – 31 December 2018), Commission Staff Working 

Document, https://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1599479871323& 

uri=CELEX:52019SC0370. 

European Commission (2019a), ‘Individual reports and info sheets on implementation of 

EU Free Trade Agreements Accompanying the Report from the Commission to the 

European Parliament, the Council, the European Economic and Social Committee and 

the Committee of the Regions on Implementation of Free Trade Agreements 1 

January 2018 – 31 December 2018’, COM(2019) 455 final, Brussels. 

European Commission (2019b), ‘Fourth meeting of the Georgia – European Union Trade 

and Sustainable Development (TSD) Subcommittee (SC) – Joint Statement to the 

Civil Society Dialogue Forum’, 26/03/2019, Brussels. 

https://trade.ec.europa.eu/doclib/docs/2012/november/tradoc_150105.pdf
https://trade.ec.europa.eu/doclib/docs/2016/april/tradoc_154464.PDF
https://trade.ec.europa.eu/doclib/docs/2016/april/tradoc_154464.PDF
https://trade.ec.europa.eu/doclib/docs/2017/july/tradoc_155686.pdf
https://ec.europa.eu/info/law/law-making-process/planning-and-proposing-law/better-regulation-why-and-how/better-regulation-guidelines-and-toolbox_en
https://ec.europa.eu/info/law/law-making-process/planning-and-proposing-law/better-regulation-why-and-how/better-regulation-guidelines-and-toolbox_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52018SC0026&qid=1558636562341
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52018SC0026&qid=1558636562341
https://trade.ec.europa.eu/doclib/docs/2018/february/tradoc_156618.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1599479871323&uri=CELEX:52019SC0370
https://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1599479871323&uri=CELEX:52019SC0370


 

109 

European Commission (2019c), ‘Declaration of the fourth joint meeting of the Republic of 

Moldova – European Union Domestic Advisory Groups on Trade and Sustainable 

Development’, 05/07/2019, Chisinau. 

European Commission (2020), ‘Eastern Partnership policy beyond 2020: Reinforcing 

Resilience – an Eastern Partnership that delivers for all’, Joint Communication. 

European Commission (2020), ANNEX II of the Commission Implementing Decision on the 

Annual Action Programme 2020 for Georgia Action Document for ‘EU Resilience 

Facility for Georgia: Economy, Environment, Health and Migration Management 

(“The EU Resilience Facility”)’, https://ec.europa.eu/neighbourhood-enlargement/ 

sites/near/files/c_2020_4959_f1_annex_en_v1_p1_1086694.pdf. 

European Commission (2020a), ‘Fifth meeting of the Georgia – European Union Trade and 

Sustainable Development (TSD) Subcommittee (SC) – Joint Statement to the Civil 

Society Dialogue Forum’, 09/07/2020, Tbilisi. 

European Commission (2020b), ‘Association Implementation Report on Georgia’, Brussels. 

European Commission (2021), Ex-post evaluation of the implementation of the Deep and 

Comprehensive Free Trade Areas between the EU and its Member States and Georgia 

and Moldova, Inception Report, https://www.dcfta-evaluation.eu/wp-content/ 

uploads/2021/07/ex-post_DCFTAs_Draft_Inception_Report_updated-002-incl-

services.pdf. 

European Commission (2021), Report on the protection and enforcement of intellectual 

property rights in third countries, Brussels, 27.4.2021, SWD(2021) 97 final. 

EUWI+ (2021), Press Release: The European Union and Georgia review five years of EU 

support to water at the 8th meeting of the National Policy Dialogue on Water, 

European Union's Water Initiative Plus, European Neighbourhood Instrument Shared 

Environmental Information. System II. EAST, 31 May, 

https://www.euwipluseast.eu/en/component/content/article/157-all-

activities/activites-georgia/news-of-georgia/882-the-european-union-and-georgia-

review-five-years-of-eu-support-to-water-at-the-8th-meeting-of-the-national-

policy-dialogue-on-water?Itemid=397.  

Executive Committee of the Multilateral Fund for the Implementation of the Montreal 

Protocol (2018), Project Proposal: Georgia, Eighty-first Meeting Montreal, 8-22 June, 

http://www.multilateralfund.org/81/English/1/8134.pdf. 

FAO (2020), ‘Global Forest Resources Assessment 2020: Report Georgia’, Rome, 

http://www.fao.org/3/cb0001en/cb0001en.pdf. 

FAO (2021), Food and Agriculture Organization Fisheries and Aquaculture Statistics, Global 

Capture Production 1950-2021 (FishStatJ), www.fao.org/fishery/statistics 

/software/fishstatj/en [accessed 10.08.2021]. 

FAO (n.d./a), AQUASTAT / Global SDG Indicators Database, https://unstats.un.org/ 

sdgs/indicators/database/ [accessed 25.07.2021]. 

FAO (n.d./b), FAOSTAT Statistical Database, http://www.fao.org/faostat/en/#home 

[accessed 25.07.2021]. 

Global Forest Watch (2021), ‘Tree cover loss in Georgia’, https://gfw.global/3sITbG9 

[accessed 19.07.2021]. 

Gütschow, J., Günther, A., Jeffery, L. and Gieseke, R. (2021), The PRIMAP-hist national 

historical emissions time series (1850-2018), v2.2. zenodo [accessed 30.07.2021]. 

Ifo & Civic Consulting (2018), Evaluation of the Implementation of the Free Trade 

Agreement between the EU and its Member States and the Republic of Korea, Final 

Report, Directorate-General for Trade, European Commission, Brussels. 

ILO (1958), Convention concerning Discrimination in Respect of Employment and 

Occupation, ILO Convention 111. 

https://ec.europa.eu/neighbourhood-enlargement/sites/near/files/c_2020_4959_f1_annex_en_v1_p1_1086694.pdf
https://ec.europa.eu/neighbourhood-enlargement/sites/near/files/c_2020_4959_f1_annex_en_v1_p1_1086694.pdf
https://www.dcfta-evaluation.eu/wp-content/uploads/2021/07/ex-post_DCFTAs_Draft_Inception_Report_updated-002-incl-services.pdf
https://www.dcfta-evaluation.eu/wp-content/uploads/2021/07/ex-post_DCFTAs_Draft_Inception_Report_updated-002-incl-services.pdf
https://www.dcfta-evaluation.eu/wp-content/uploads/2021/07/ex-post_DCFTAs_Draft_Inception_Report_updated-002-incl-services.pdf
https://www.euwipluseast.eu/en/component/content/article/157-all-activities/activites-georgia/news-of-georgia/882-the-european-union-and-georgia-review-five-years-of-eu-support-to-water-at-the-8th-meeting-of-the-national-policy-dialogue-on-water?Itemid=397)
https://www.euwipluseast.eu/en/component/content/article/157-all-activities/activites-georgia/news-of-georgia/882-the-european-union-and-georgia-review-five-years-of-eu-support-to-water-at-the-8th-meeting-of-the-national-policy-dialogue-on-water?Itemid=397)
https://www.euwipluseast.eu/en/component/content/article/157-all-activities/activites-georgia/news-of-georgia/882-the-european-union-and-georgia-review-five-years-of-eu-support-to-water-at-the-8th-meeting-of-the-national-policy-dialogue-on-water?Itemid=397)
https://www.euwipluseast.eu/en/component/content/article/157-all-activities/activites-georgia/news-of-georgia/882-the-european-union-and-georgia-review-five-years-of-eu-support-to-water-at-the-8th-meeting-of-the-national-policy-dialogue-on-water?Itemid=397)
http://www.fao.org/3/cb0001en/cb0001en.pdf
http://www.fao.org/fishery/statistics/software/fishstatj/en
http://www.fao.org/fishery/statistics/software/fishstatj/en
https://unstats.un.org/sdgs/indicators/database/
https://unstats.un.org/sdgs/indicators/database/
http://www.fao.org/faostat/en/#home
https://gfw.global/3sITbG9)


 

110 

ILO (2013), Decent Work Indicators Guidelines for Producers and Users Of Statistical And 

Legal Framework Indicators, ILO Manual. 

ILO (2020), Assessment of the Social Protection System in Georgia Final Report, 

https://www.ilo.org/wcmsp5/groups/public/---europe/---ro-geneva/---sro-

moscow/documents/publication/wcms_767261.pdf. 

ILO and National Statistics Office of Georgia (GEOSTAT) (2016), GEORGIA National Child 

Labour Survey 2015, Analytical Report, https://www.geostat.ge/media/21021/ 

Georgia-National-Child-Labour-Survey-2015-Analytical-Report.pdf. 

IRENA (2021), Energy Profile Georgia, https://www.irena.org/IRENADocuments/ 

Statistical_Profiles/Eurasia/Georgia_Eurasia_RE_SP.pdf.  

IUCN (2021), The IUCN Red List of Threatened Species. Version 2021-1, ‘Table 5: number 

of threatened species in each major taxonomic group by country’, International 

Union for Conservation of Nature and Natural Resources [accessed 09.08.2021]. 

Kostanyan, H. et al. (2017), Assessing the European Neighbourhood Policy, CEPS. 

Kovziridze, T. (2017), Georgia-China FTA: a side effect of the EU-Georgia DCFTA?, CEPS. 

Kovziridze, T. (2019), Georgia-China FTA: Results of the first year, CEPS, 

https://3dcftas.eu/op-eds/ge-china-fta-results-of-the-first-year.  

Kovziridze, T. (2020), Overview of FDI Trends in Georgia before and after the DCFTA, 

https://3dcftas.eu/op-eds/overview-of-fdi-trends-in-georgia-before-and-after-the-

dcfta.  

Kovziridze, T. (2020), An initial assessment of the EFTA-GEORGIA Free Trade Agreement, 

CEPS. 

Kovziridze, T. et al. (2017), The pan-Euro-Mediterranean convention on preferential rules 

of origin and its benefits: a comparative analysis of its application for Georgia, 

Moldova and Ukraine, CEPS. 

Kovziridze, T. et al. (2020), Competitiveness in the apparel export to the EU under the 

DCFTA, CEPS. 

Kutlina-Dimitrova, Z. (2018), Government Procurement: Data, Trends and Protectionist. 

Linsi, L. and Mügge, D.K. (2019), Globalization and the growing defects of international 

economic statistics, Review of International Political Economy, 26:3, 361-383, DOI: 

10.1080/09692290.2018.1560353. 

MEPA, (2014), National Biodiversity Strategy and Action Plan of Georgia 2014–2020, 

Ministry of Environmental Protection and Agriculture of Georgia. 

MEPA (2015), Georgia’s Fifth National Report to the Convention on Biological Diversity, 

Ministry of Environmental Protection and Agriculture of Georgia, Tbilisi, 

https://www.cbd.int/doc/world/ge/ge-nr-05-en.pdf. 

MEPA (2019), National Report on the State of the Environment of Georgia 2014-2017, 

Ministry of Environmental Protection and Agriculture of Georgia. 

MEPA (2020a), Annual Report 2020, Ministry of Environmental Protection and Agriculture 

of Georgia. 

MEPA (2020b), Sixth National Report to the Convention on Biological Diversity 2014‒2018, 

Ministry of Environmental Protection and Agriculture of Georgia, April, 

https://www.cbd.int/doc/nr/nr-06/ge-nr-06-en.pdf. 

National Statistics Office of Georgia (2020), Natural Resources of Georgia and Environmental 

Protection 2019: Statistical Publication, https://www.geostat.ge/media/35351/ 

Natural_resources_of_Georgia_and_environmental_protection_2019.pdf. 

OECD (2013), Environment at a Glance 2013: OECD Indicators, Organisation for Economic 

Co-operation and Development, OECD Publishing, https://www.oecd-

https://www.ilo.org/wcmsp5/groups/public/---europe/---ro-geneva/---sro-moscow/documents/publication/wcms_767261.pdf
https://www.ilo.org/wcmsp5/groups/public/---europe/---ro-geneva/---sro-moscow/documents/publication/wcms_767261.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://www.irena.org/IRENADocuments/Statistical_Profiles/Eurasia/Georgia_Eurasia_RE_SP.pdf
https://www.irena.org/IRENADocuments/Statistical_Profiles/Eurasia/Georgia_Eurasia_RE_SP.pdf
https://3dcftas.eu/op-eds/ge-china-fta-results-of-the-first-year
https://3dcftas.eu/op-eds/overview-of-fdi-trends-in-georgia-before-and-after-the-dcfta
https://3dcftas.eu/op-eds/overview-of-fdi-trends-in-georgia-before-and-after-the-dcfta
https://www.cbd.int/doc/world/ge/ge-nr-05-en.pdf)
https://www.cbd.int/doc/nr/nr-06/ge-nr-06-en.pdf
https://www.geostat.ge/media/35351/Natural_resources_of_Georgia_and_environmental_protection_2019.pdf
https://www.geostat.ge/media/35351/Natural_resources_of_Georgia_and_environmental_protection_2019.pdf


 

111 

ilibrary.org/docserver/9789264185715-en.pdf?expires=1629819607&id= 

id&accname=guest&checksum=EBF2803B70B9912E531B3D970CC0ABC9. 

OECD (2020), Green Growth Indicators: Mean population exposure to PM2.5, Organisation 

for Economic Co-operation and Development, https://stats.oecd. 

org/Index.aspx?DataSetCode=GREEN_GROWTH [accessed 02.07.2021]. 

One World Action (2009), Gender Justice in Trade Policy: The gender effects of Economic 

Partnership Agreements, Synthesis Report https://oneworldaction.org.uk/GendJust 

Trad.pdf. 

PIK (2021), PRIMAP-hist v2.2 Georgia country fact sheet, Potsdam Institute for Climate 

Impact Research, https://www.pik-potsdam.de/paris-reality-check/primap-hist/ 

factsheets/HISTTP/country_fact_sheet_HISTTP_GEO.pdf. 

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. 

RAPEX (European Rapid Alarm System – Non-food) and RASFF (European Rapid Alarm 

System – Food) databases, regarding product quality. 

Regulation (EU) 2016/679 of the European Parliament and of the Council of 27 April 2016 

on the protection of natural persons with regard to the processing of personal data 

and on the free movement of such data, and repealing Directive 95/46/EC (General 

Data Protection Regulation) (Text with EEA relevance), Ref. OJ L 119, 4.5.2016, p. 

1–88. 

Schueth, S. (2015), Winning the rankings game: The Republic of Georgia, USAID, and the 

Doing Business Project. In A. Cooley & J. Snyder (eds), Ranking the World: Grading 

States as a Tool of Global Governance, Cambridge: Cambridge University Press, pp. 

151-177, doi:10.1017/CBO9781316161555.007. 

Tchanturidze, G. (2018), Abolition of Labour Inspection in Georgia: Consequences for 

Workers and the Economy, Friedrich Ebert Stiftung, Tbilisi, 

https://ec.europa.eu/social/BlobServlet?docId=20181&langId=en. 

UN Women (2020), Analysis of the Gender Pay Gap and Gender Inequality in the Labour 

Market in Georgia, Tbilisi. 

UNCTAD (2017), How will the economic partnership agreement between the European 

Union and the East African community affect Kenyan women? Trade and Gender 

Toolbox. 

UNCTAD (2020), World Investment Report, New York. 

UNDP (2021), Keeping nature safe in Georgia’s protected areas, United Nations 

Development Programme, 12 March, https://www.ge.undp.org/content/georgia/en/ 

home/presscenter/pressreleases/2021/protected-areas-biodiversity-

monitoring.html. 

UNECE (2016), Environmental Performance reviews: Georgia Third Review, ECE/CEP/177, 

Environmental Performance Reviews Series No. 43, United Nations Economic 

Commission for Europe, https://unece.org/DAM/env/epr/epr_studies/ECE_CEP 

_177.pdf. 

UNECE (2018), Regulatory and Procedural Barriers to Trade in Georgia: Needs 

Assessment, United Nations Economic Commission for Europe, 

https://unece.org/DAM/trade/Publications/ECE_TRADE_443E_Georgia.pdf.  

UNEP (2018), ‘Project Proposal: Georgia’, Executive Committee of the Multilateral Fund 

for the Implementation of the Montreal Protocol, UNEP/OzL.Pro/ExCom/81/34, 25 

May, United Nations Environment Programme, 

http://www.multilateralfund.org/81/English/1/8134.pdf. 

https://stats.oecd.org/Index.aspx?DataSetCode=GREEN_GROWTH)
https://stats.oecd.org/Index.aspx?DataSetCode=GREEN_GROWTH)
https://oneworldaction.org.uk/GendJustTrad.pdf
https://oneworldaction.org.uk/GendJustTrad.pdf
https://www.pik-potsdam.de/paris-reality-check/primap-hist/factsheets/HISTTP/country_fact_sheet_HISTTP_GEO.pdf
https://www.pik-potsdam.de/paris-reality-check/primap-hist/factsheets/HISTTP/country_fact_sheet_HISTTP_GEO.pdf
https://www.ge.undp.org/content/georgia/en/home/presscenter/pressreleases/2021/protected-areas-biodiversity-monitoring.html
https://www.ge.undp.org/content/georgia/en/home/presscenter/pressreleases/2021/protected-areas-biodiversity-monitoring.html
https://www.ge.undp.org/content/georgia/en/home/presscenter/pressreleases/2021/protected-areas-biodiversity-monitoring.html
https://unece.org/DAM/env/epr/epr_studies/ECE_CEP_177.pdf
https://unece.org/DAM/env/epr/epr_studies/ECE_CEP_177.pdf
https://unece.org/DAM/trade/Publications/ECE_TRADE_443E_Georgia.pdf)
http://www.multilateralfund.org/81/English/1/8134.pdf


 

112 

UNSTATS (2020), Indicator 12.4.2: Electronic waste generated per capita (Kg), United 

Nations Statistics Division, https://unstats-undesa.opendata.arcgis.com/datasets/ 

4e1f4e2dfcd44b5e852ea6e5e8ab29de_0/about) [accessed 27.08.2021]. 

UNSTATS (n.d.), Global SDG Indicators Database, https://unstats.un.org/sdgs/ 

indicators/database/, United Nations Statistics Division [accessed 27.08.2021]. 

Wendling, Z.A., Emerson, J.W., de Sherbinin, A., Esty, D.C. et al. (2020a), 2020 

Environmental Performance Index, New Haven, CT: Yale Center for Environmental 

Law & Policy. epi.yale.edu. 

Wendling, Z.A., Emerson, J.W., de Sherbinin, A., Esty, D.C., et al. (2020b), Environmental 

Performance Index 2020: ‘Country profile: Georgia’, New Haven, CT: Yale Center for 

Environmental Law & Policy, https://epi.yale.edu/sites/default/files/files/GEO 

_EPI2020_CP.pdf.  

WHO/UNICEF (2021), Joint Monitoring Programme for Water Supply, Sanitation and 

Hygiene, estimates on the use of water, sanitation and hygiene in Georgia, Water 

Health Organization, https://washdata.org/data/household#!/geo [accessed 

30/08/2021]. 

Women’s Law Center and UN Women Moldova (2017), Report on Costing of Domestic 

Violence and Violence against Women in Moldova, Chisinau. 

World Bank & Asian Development Bank (2021), Climate Risk Country Profile: Georgia, 

June, https://www.adb.org/publications/climate-risk-country-profile-georgia. 

World Bank (2013), ‘Enterprise Survey – Georgia’, Washington, D.C., 

www.enterprisesurveys.org/data/exploreeconomies/2013/georgia#2. 

World Bank (2021), Georgia Solid Waste Sector Assessment Report, 

https://openknowledge.worldbank.org/handle/10986/35704.  

World Bank and World Trade Organization (2020), Women and Trade: The Role of Trade 

in Promoting Gender Equality, Washington, D.C. 

World Economic Forum and the Global Alliance for Trade Facilitation (2016), Global 

Enabling Trade Report 2016, Insight Report http://reports.weforum.org/global-

enabling-trade-report-2016/. 

https://unstats-undesa.opendata.arcgis.com/datasets/4e1f4e2dfcd44b5e852ea6e5e8ab29de_0/about
https://unstats-undesa.opendata.arcgis.com/datasets/4e1f4e2dfcd44b5e852ea6e5e8ab29de_0/about
https://unstats.un.org/sdgs/indicators/database/
https://unstats.un.org/sdgs/indicators/database/
https://epi.yale.edu/sites/default/files/files/GEO_EPI2020_CP.pdf
https://epi.yale.edu/sites/default/files/files/GEO_EPI2020_CP.pdf
https://washdata.org/data/household%23!/geo
https://www.adb.org/publications/climate-risk-country-profile-georgia
http://www.enterprisesurveys.org/data/exploreeconomies/2013/georgia#2
https://openknowledge.worldbank.org/handle/10986/35704)
http://reports.weforum.org/global-enabling-trade-report-2016/
http://reports.weforum.org/global-enabling-trade-report-2016/

