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ABSTRACT 

The following article reviews the trade policies and practices of Georgia as well as Georgia-WTO relationship. The 

authors focus on Georgia’s recent economic performance, including Association Agreement (AA) with the European 

Union that contributed powerfully to stabilising Georgia's trade legislation and reinforcing domestic economic reform. 

The Association Agreement between Georgia and the European Union and its member States aims at Georgia's gradual 

economic integration into the EU Internal Market, through the establishment of the DCFTA, which should provide for 

far-reaching market access based on sustained and regulatory approximation. 

The study reveals the importance of the World Trade Organization, main trade agreements and arrangements with 

Georgia as a developing country. It demonstrates that effective trade stabilization in the WTO can be achieved by the 

implementation of specific WTO’s regulations on trade, economic and legal spheres. 

One of the reasons for the special success of the WTO is systemic exceptions for developed countries and states with 

special needs (country like Georgia) that contributes to the development of international trade through progressive 

liberalization and the comparative advantage of the states when carrying out trade.  

The example of Georgia shows very well that so far the country has not been able to actively apply all the advantages 

that can be used within the framework of international or regional organizations, at least for the simple reason that the 

country does not possess the appropriate infrastructure for bringing innovative products to foreign markets, and thus 

accumulate more economic wealth.  

This case study evidences and confirms that while the accession process to the WTO is challenging per se, it is part of a 

process of domestic reforms that triggers growth and economic benefits. 
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INTRODUCTION   

Trade diplomacy is a prominent issue in almost every country's foreign relations. Georgia, as a part of the 

civilized world, despite the challenges, is involved in the process of economic transformation. Georgia has 

made sweeping economic reforms during the last years, developing from a nearly failed state in 2003 to a 

relatively well-functioning market economy in 2019. Georgia has achieved significant results in terms of 

curbing low-level corruption, streamlining an inefficient administration, eliminating unnecessary licensing 

requirements, improving the State's tax collection capabilities, liberalizing its trade regime and generally 

improving Georgia's attractiveness based on ease of doing business. However, progress has been coupled with 

shortcomings, particularly in the aftermath of the 2008 financial crisis and the war with the Russian Federation.  

At the same time, it is notable that following parliamentary and presidential elections in 2012 and 2013 

respectively, a peaceful transfer of power took place for the first time in Georgia's modern history. Since 2012, 

the Government has broadly continued the previous Government's low-regulation, low-tax free market policies 

while modestly increasing social spending. Also, the Russian Federation lifted its embargo on Georgian wine, 

mineral water and certain agricultural goods in 2013 that had been in place since 2006. The Russian embargo 

made it clear that modern challenges in Georgia’s trade relations required greater diversification in order to 

avoid and prevent potential threats in the future. Following the signing of the Deep and Comprehensive Free 

Trade Agreement (DCFTA) with the European Union, the export of Georgian products and their 

competitiveness in the world market became particularly important (Abuseridze, 2020). 

Given this context, the article raises several questions on economic transformation of Georgia. What are 

the benefits of Georgia’s WTO membership for the EU and Georgian businesses? 

In order to answer these and many similar questions the authors will analyze Georgia’s main trade 

agreements arrangements and other important issues.  

 

Main trade Agreements and Arrangements 

Trade liberalization is one of the key objectives on Georgia’s economic policy agenda. After Georgia's 

integration into the WTO, country undertook a large number of reform initiatives targeted at streamlining, 

liberalization and simplification of trade regulations and their implementation. Following the Rose Revolution 

in 2003, the Georgian government increased efforts to reduce corruption in public and private sector and sought 

to meet international standards. These efforts resulted in significant improvements in Georgia’s ranking in the 

World Bank’s Doing Business Survey. Between 2006 and 2019, Georgia jumped from 112th place in the overall 

rankings for ease of doing business to the 6th (World bank, 2019). 

One of the strategic initiatives is to develop Georgia’s trade-transit function. The framework has been 

established that is intended to allow investors to conduct processing activities in Georgia in connection with 

the transit of goods without being subject to Georgian taxes (Georgian National Investment Agency, 2021). 

As regards main trade agreements and arrangements - after gaining independence in 1991, Georgia's 

economy collapsed and it is the only country in the South Caucasus and Central Asia that has not reached its 
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pre-independence real GDP level; as of 2013, Georgia's GDP was estimated to be 80% of its 1990 levels 

(World Bank, 2014). Georgia's trade policy review in 2009 showed how since the Rose Revolution in 2003, 

the Government established a structural reform programme that aimed, inter alia, to liberalize trade, improve 

infrastructure, upgrade the business environment, strengthen public finances and combat corruption. As a 

result, growth accelerated to an average rate of 9.4% during 2004-2007. This acceleration was halted by the 

twin shocks in 2008: the conflict with the Russian Federation and the global financial crisis. The impact of the 

crises was relatively short-lived and the economy rebounded in 2010-2013, with growth averaging 5.8%. Over 

the past decade or so, GDP per capita increased from US$ 920 in 2003 to US$ 3,680.8 in 2014, although 

Georgia's overall impressive growth performance was not matched by commensurate declines in 

unemployment and poverty.  

At the start of the review period (2009 to 2020), average annual real GDP growth rebounded from -3.7% 

in 2009 to an average of 5.8% in 2010–2013. GDP per capita increased by over half to reach US$3,681 in 

2014, although Georgia's overall impressive growth performance was not matched by commensurate declines 

in unemployment and poverty. While the current account deficit has narrowed from a peak of 22% of GDP in 

2008, it has remained significant at 10–13% of GDP during 2010–12. Real GDP growth slowed significantly 

to 3.3% in 2013 from 6.4% in 2012, reflecting slower global growth, weak domestic demand and economic 

deceleration related to the political transition that prompted investor caution. Growth for 2014 recovered to 

4.8% (just below the Government's 5% target) but the depressed economies of Georgia's major trading partners 

are expected to halve growth to around 2% in 2015 (International Monetary Fund, 2018) . The positive 

dynamics of growth continued for the next 5 years (2015-2020) but due to the COVID-19 pandemic Georgia's 

GDP Declined by 5.8% in first half of 2020. 

The key event of this review period occurred in June 2014, when Georgia signed the Association Agreement 

(AA) with the European Union. The AA includes a Deep and Comprehensive Free Trade Area (DCFTA), 

which plans to enhance Georgia's trade prospects and boost economic growth by bringing its legislation closer 

to that of the EU. It also removes the existing barriers on the trade of goods and services with the EU. Georgian 

products have to meet certain EU requirements not only for export, but also when consumed within the country. 

The authors explain that this study does not aim to explore the hierarchy of legal norms proceeding on the 

relations between the WTO and EU or their interdependence; rather it focuses on the entries in the Association 

Agreement between Georgia and the European Union which refer to Georgia's compliance with the WTO 

obligations and their superior power.  

In accordance with Article 1 of the Association Agreement, the goal is to achieve gradual economic 

integration of Georgia into the EU internal market that will ensure reliable market access based on sustainable 

and comprehensive regulatory convergence of rights and obligations arising from WTO membership. The 

signing of the Association Agreement with the EU sends a very positive message to the markets, and helps to 

promote exports to the area from 2014–2019 (Trade/economic structure and trends see below Figure 1.) 

onwards, which creates a practical framework for achieving EU-Georgia political association and trade 
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integration. Moreover, the authors believe that the tools such as the DCFTA offer the EU an opportunity to 

spread its sphere of influence to its east, including the Caucasus region. This remains a sensitive area for 

Europe as it presently depends on Russia to meet its energy needs. Deeply cognizant of this, Russia uses its 

energy resources as a political bargaining chip. Indeed, as the South Caucasus region belongs to the energy-

rich Caspian region, it is advantageous in the long-term for Europe to diversify its energy resources and energy 

partners. The authors argue, that this perspective adds extra stimulus to the development of Georgia into a 

trade transit corridor. 

 

 

Figure 1. Trade/Economic Structure and Trends* 

* Liberalized trade, diverse partners, significant and growing network of free trade agreements. 

Source: Ministry of Finance of Georgia (2018). Georgia - The outlook.  

National Statistics Office of Georgia online information; IMF, International Financial Statistics online information. 

 

As a member of the WTO since 2000, Georgia grants MFN treatment to all WTO Members. Georgia is an 

observer to the Government Procurement Agreement. Georgia has GSP arrangements with the United States 

(temporarily terminated), Japan, Canada, Switzerland and Norway. In 2009, Georgia terminated its 

membership of the CIS organization but has maintained bilateral FTAs with eight CIS countries and also has 

an FTA with Turkey, a Trade and Investment Framework Agreement with the United States. Georgia and 

China are completing a joint feasibility study on a possible Georgia-China Free Trade Agreement and have 

also signed a Memorandum of Understanding on strengthening cooperation for the Silk Road Economic Belt 

initiative.  

The Ministry of Economy and Sustainable Development is the executive authority which determines, 

implements and coordinates state policy in the field of trade. In the ministry, the Department for Foreign Trade 

and International Economic Relations is exclusively involved in the formulation of foreign trade policy. As 

part of its daily functions, the department closely cooperates with several trade-related bodies under the 
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ministry and collaborates with other relevant entities, including in the private sector. The Department 

implements the mandatory notification submission procedures to the WTO. The main instrument regulating 

foreign trade in Georgia is the revised 2011 Tax Code of Georgia, which defines objects subject to import 

taxation, customs regimes and procedures as well the exemption of certain goods from import duties. 

Legislative amendments have taken place in several trade-related areas. Georgia has continued to develop its 

national quality infrastructure in accordance with international and EU practices. Its TBT strategy stipulates 

that Georgia refrains from adopting national standards in the areas where relevant international standards exist. 

About 98% of all standards adopted in Georgia are international or European standards (World Trade 

Organization, 1999). 

 

Georgia’s Accession Process and the Implementation of its Commitment 

The process of obtaining Membership of the WTO is complex and implies many challenges for the countries 

wanting to join and hence the long average duration. Once that goal is achieved, the practice shows that WTO 

membership creates significant new opportunities. This perhaps best explains why, since the WTO was created 

in 1995, a total of some 36 countries have taken the initiative to join the WTO and successfully completed the 

accession process nearly two dozen more are presently negotiating their accession.  

Georgia was one of the countries that shortly after becoming an independent state launched the process of 

joining the WTO in July 1996. This decision was largely driven by the new trade opportunities that WTO 

membership offers and the decision taken to undertake the necessary reforms with a view of aligning domestic 

policies with international standards and requirements. Following 4 years negotiations, it obtained the green 

light from the WTO members, leading to the formal ratification by Georgia's Parliament in May 2000, thus 

freeing the way to become the WTO's 137th member on 14 June 2000. Georgia was the fourth former Soviet 

Republic joining the WTO after the Kyrgyz Republic, Latvia and Estonia (WTO Secretariat, 2015). In the 

early years of the transition, many countries in the region started to adopt liberal import policies, in many cases 

largely driven by willingness and policy objectives to join the WTO. The dismantling of the Soviet Bloc 

brought economic chaos and a collapse of trade flows, which compelled countries in Central and Eastern 

Europe to begin to reintegrate into the global economy. Georgia, as one of the three Caucasus countries, was 

no exception and determined to undertake the domestic reforms and adjustments to abide by the market-based 

principles. The objectives of trade liberalization, market opening and ensuring transparency were and still are 

at the heart of Georgia's reform policies (Broadman, H., G. 2005).   

With trade being considered the main driver of economic growth, the main objectives of Georgia's trade 

policy are defined as follows: 

1. Integration into the world economy, including the implementation of WTO membership 

obligations and obligations under other international agreements;  
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2.  Trade policy liberalization, including simplification of export and import procedures and tariff 

and non-tariff regulation;  

3.  Diversification of trade relations by establishing preferential regimes with main trade and 

regional trade partners;  

4.  Enhancement of transparency in the policy-making.  

In order to pursue these objectives and as a new and Recently Acceded Member (RAM) of the WTO, the 

main challenges for Georgia consisted of continuing the reform process initiated during the accession process. 

It is considered to be the only way to take advantage of the benefits that WTO membership offers and to 

operate the system. The domestic reform process included a broad range of measures aimed at reducing 

transaction costs, easing business transactions, reviewing tax laws and regulations and enhancing transparency 

with a view of attracting foreign direct investment (FDI). In order to build such human and institutional 

capacity, support was provided both by the WTO Secretariat and bilateral donors (Smeets, M. 2013). Georgia's 

main reform initiatives target streamlining, liberalization and simplification of trade regulations and their 

implementation. All measures are geared towards enhancing competition, encouraging and facilitating trade, 

easing customs procedures, lowering import duties and reducing the incidence of non-tariff measures.  

Fiscal and tax reforms: Some of the main reforms that were put into effect included the corporate income 

tax reform, enhancing easiness of tax compliance, enhancing stock exchange activities, the development of 

local capital market, a reform of the pension scheme, based on a private pension system, the introduction of 

transparent and efficient public-private partnership (PPP) framework, the creation of a public investment 

management framework, which should lead to an improved efficiency of state projects, stimulating private 

savings, strengthening the public trust in the financial system, enhancing the transparency and financial 

accountability and strengthening the protection of shareholder rights (European Commission, 2021). 

More specifically with regard to tax and fiscal legislation, the Georgian tax system was simplified and tax 

rates were reduced. An easily administered, flat, and simple tax system was introduced. The number of 

different taxation schemes was reduced from 21 to only 6 types of taxes. These include corporate income tax, 

personal income tax, property tax and indirect taxes such as VAT, excise, and import duties. A new tax code 

entered into force on January 1, 2011, which incorporates both the tax and customs codes. Further 

improvements and innovations included the introduction of the status of micro, small business, the 

establishment of a Tax Ombudsmen, and the principle of good faith. All measures further strengthened the 

principles of transparency and accountability. Furthermore, the Georgian business licensing system was 

modernized and simplified and 'unnecessary' regulations, which often turned out to be a source of corruption 

were abolished. The number of licenses and permits necessary for doing business was reduced by almost 85% 

and the “single window” and “Silence is Consent” principles were introduced.  

Hence, the author can answer the question: What are the benefits of Georgia’s WTO membership for the 

EU and Georgian businesses?  
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Accession of WTO contributed powerfully to stabilising Georgia's trade legislation and reinforcing 

domestic economic reform and therefore increasing the stability and predictability for EU businessmen 

exporting to, or investing in, Georgia. It is believed that Georgia's medium-term growth prospects depend on 

a number of factors, including its ability to take advantage of the free trade agreement with the EU. Georgia 

has conducted major structural reforms in order to achieve all its key objectives, i.e. the integration into the 

world economy, including the implementation of WTO membership obligations and obligations under other 

international agreements, trade policy liberalization, including simplification of export and import procedures 

and tariff and nontariff regulation, diversification of trade relations by establishing preferential regimes with 

main trade and regional trade partners and finally enhancing of transparency in the policy-making. These 

objectives for the major part continue to have the attention of the government and in many ways are considered 

as work in progress. Through its active participation in international trade, Georgia aims to diversify exports 

and benefit from MFN treatment granted by WTO members. Today Georgia is an active Member in the WTO, 

and has made substantive inputs in the negotiations of the DDA, including with specific text and negotiating 

proposals on technically complex issues with a view of directly serving its economic and trade interests at the 

multilateral level. It will actively continue doing so in pursuit of its economic development policy objectives. 

The WTO is described foremost as a trade-economic partnership-type institution with 164 member states. This 

is also advantage for Georgian exporters who will be better able to ensure their rights in doing business 

worldwide. 

However, the authors argue, that there is a gap in the text of the Association Agreement in regard of the 

WTO; in particular, the Organization is referred to rather inconsistently and it seems that there is no unified 

vision on the name of the organization. The author believes, that the state should decide how to denominate 

such an important organization in the official documents, based on common practice of using terms of legal 

acts.  

 

CONCLUSION  

The analysis of the process of Georgia’s economic integration into the EU leads to the conclusion that in this 

respect Georgia has no enforcement problem ensuing from concomitant obligations for one reason: the text of 

Georgia’s Association Agreement repeatedly stresses respect for the WTO principles and treaties and their 

preferential legal force in the case of collusive norms. 

The authors believe that one of the reasons for the special success of the WTO is systemic exceptions for 

developed countries and states with special needs that contributes to the development of international trade 

through progressive liberalization and the comparative advantage of the states when carrying out trade. This 

is especially important for a country like Georgia. 

According to the authors, the example of Georgia shows very well that so far the country has not been able 

to actively apply all the advantages that can be used within the framework of international or regional 

https://doi.org/10.46656/access.2022.3.1(4)
https://journal.access-bg.org/


 

ACCESS Journal:  

Access to Science, Business, Innovation in Digital Economy 

ISSN 2683-1007 (Online) 

2022, 3(1), 43-52, https://doi.org/10.46656/access.2022.3.1(4)      https://journal.access-bg.org/ 
 

50 
 

organizations, at least for the simple reason that the country does not possess the appropriate infrastructure for 

bringing innovative products to foreign markets, and thus accumulate more economic wealth.  

The authors claim that it is necessary for the state to take responsibility for the relevant procedures and 

promote the production of services or products in the country, in which the country will take its niche in the 

international space. 

Finally, and to conclude, this case study evidences and confirms that while the accession process to the 

WTO is challenging per se, it is part of a process of domestic reforms that triggers growth and economic 

benefits. WTO's membership doesn’t automatically lead to economic gains, which can only be obtained 

through hard work, a strong and continued commitment to undertake domestic reforms and put the right policy 

conditions in place to trade and attract FDI. It requires a vision, a strategy and a clear understanding of the 

country's potential and the political will and determination to put all the elements and conditions in place to 

create synergies. 
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