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anTuiHdIsIniiHA Tporpama, sika 6 BKIIoYaia 3aX0/u, 10 CTpUuMyBai 0 iHQIIAIIIO, a came:

— BUKOPIHEHHS CTPYKTYPHHUX NEPEKOCIB;

— peaybHa KOHBEPCiA BiHCHKOBO-TIPOMHUCIOBOTO KOMITICKCY;

— JTIKBigaIis 30MTKOBUX MiAMIPUEMCTB;

— nmiKkBiganis qedinuty qepxaBHOro OIOKETY;

— PO3BUTOK PUHKY IUIATHUX IIOCIYT;

— 3HIDKCHHS JIIKBITHOCTI TPOIIOBUX 3a0IIa/HDKEHb HACCICHHS 1 iX TOTOYHHMX JOXO/MIB IIIJISIXOM ITiIBUIIICHHS
BIJICOTKIB Ha JEIO3UTH;

— aKTUBHE 3Ty4EeHHS IO PUHKOBOTO 000pOTY HETPaAULIHUX TOBapiB (HEPYXOMOCTI, IIHHUX Marepis).

Jlana mporpama po3poOiicHa 1 3ampoNOHOBaHA BUCHHUMHU-CKOHOMICTAMH, ajié OKpeMi ii IOJIOKEHHS
TIPOIOBKYIOTh 3AJIHIIATHCS JIUIIE EKJIApallisiMH.
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PECULIARITIES OF GEORGIAN FOREIGN TRADE WITH THE EUROPEAN UNION

A1 coumaribHO-3KOHOMUYECKOro pasBuTus [py3um 0co60€ 3HaYEHUE UMEET Pean3aLms TOProBbiX BOSMOXXHOCTEN U B
310M fn1aHe EC — r7aBHbid rpuopuTeT. 3IKcriopt [Ppy3uHCKod npodykumm B EC uMeeT 6o/ibluyto rnepcrektvsy. LIS MosIHoro
UCII0/Ib30BaHNST ITOrO [OTEHUMAIE 0COO0 BE/MKA POJib OCYAapCTBa, KOTOPOMY paboTyHEOOXOANMO BbIfI0/IHUTL 10 Pa3HbiM
HAIPaB/IeHNSIM.

Realization of its trade potential is an important precondition for Georgia’s social and economic development and no
doubt the EU is a priority in this direction. Georgian export really has a perspective on the European market and the state has to
play a very important role and has to take different measures in various directions to realize this potential fully.

KitoueBble C10Ba: BHELLHSS TOPros/is [py3um, eKCriopT, EBPONENICKUN COK3.

Closer relationship with the EU is important for Georgia not only because of political purposes, but for
economic development as well. In modern world and under current geopolitical conditions, in most cases strong
economy of a country is a determinant of political stability.

After the Rose Revolution the country’s economy sustained growth of 10—-12% a year. Until 2006, when
Russia imposed tough economic sanction against Georgia because of its political purposes, Russia was the main
exporter and importer for Georgia (it should be noted as wall, that for many years considerable amount of goods,
mainly wine, fruit and citruses, were illegally exported to Russia from Georgia by individuals). Only after the
having lost access to the Russian market, Georgian authority began to fully realize how important it was to find
alternative markets for Georgian export. Since then the EU became Georgia’s major trade partner.

The EU is number one trade partner for Georgia both as exporter and as importer. According to the data of
2010, share of the European Union in Georgia’s foreign trade is — 19% in export and 28% in import. Of course it is
no surprise that Georgia’s role in the EU foreign trade is incomparably little — Georgia is 74th among the EU
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importer countries, 68th exporter and 78th trade partner. In all these three aspects Georgia’s role in the EU foreign
trade is less than 1%.

Generally, trade between Georgia and the EU has a growing tendency. During the last 5 years, Georgian
export to the EU increased averagely by 34.7% (as for import the average growth rate was 34%) that surely can be
regarded as a positive tendency.

Over 90% of Georgian export goes to 10 countries, led by the European Union. But the distribution of
Georgian export even among the EU member countries is rather unequal. Over half of Georgian export goes only to
six member countries: Bulgaria (32.3%), the United Kingdom (12.8%), France (11.7%), Germany (10%), Spain
(6.1%) and Italy (5.1%). The share of eleven member countries from the rest twenty one in Georgian export is less
than 1%. These countries are: Austria, Denmark, Estonia, Finland, Ireland, Luxemburg, Malta, Portugal, Slovakia,
Slovenia, Sweden and Hungary.

According to the data of National Statistics Office of Georgia the main export commodity groups from
Georgia were: 1. iron and steel (including scrap iron); 2. beverages, spirits and vinegar; 3. pearls, precious or semi-
precious stones, and articles thereof; 4. edible fruit and nuts; Peel of melons or citrus; 5. vehicles other than railway
or tramway rolling-stock, and parts thereof; 6. ores, slag and ash; 7. fertilizers; 8. mineral fuels and products of their
distillation, bituminous substances, waxes; 8. live animals; 9. pharmaceutical products; 10. salt; sulphur; earths and
stone, plastering material, cement.

As for Georgian export to the EU market, the structure is a bit different. According to European
Commission data , the group of mineral fuels, lubricants and related materials has the largest share in the Georgian
export to the EU market (37%), and it is followed by the following groups: Crude materials, inedible, except fuels
(21.1%); Chemicals and related products (9.2%), Manufactured goods classified chiefly by material (6.0%), Food
and live animals (4.2%), Beverages and tobacco (1.4%), Commodities and transactions (0.8%), (product groups are
given by SITC — Standard International Trade Classification).

The structure of Georgian export to the EU market changes from year to year. Over the last five years the
share of iron and steel in the total export to the EU has significantly reduced from 7% in 2005 (22 millions of euro)
to 1.65% in 2009 (12.5 millions of euro) and the share of chemicals and related products has relatively increased
from 6.6% in 2005 (20.7 millions of euro) to 9.2 in 2009 (72.1 millions of euro). This fact points to some positive
tendencies in Georgian economy — development of manufacturing sector, but the share of agricultural products in
Georgia’s total export to the EU market still remains rather low and fluctuating.

The European Union is the world’s largest exporter and the second largest importer after the USA. To
compare with other major importers, such as the USA, China, Russia and others, exporting to the EU market is
advantageous and beneficial for Georgia because of a number of reasons:

1. First of all, the EU is Georgia’s sea neighbor, consequently exporting from Georgia to the EU markets
takes less time and requires lower costs than exporting to over ocean markets;

2. The EU is interested in Georgia to have stabile economic and political situation, hence, there is not a
threat that the union will use trade relations with Georgia to achieve its political goals in our country;

3. From the cultural point of view, Georgia is rather close to most of the EU member states. This fact can
be regarded as an important factor promoting increase of international trade;

4. The EU market is characterized by rather high prices and purchasing power. So, in case Georgia can
offer Europe high quality goods, which can meet the standards of developed markets, Georgian export will not face
the kind of problems in the EU, which will easily occur in developing markets because of their low purchasing
power.

5. Achieving success in the EU markets will be great experience for Georgian exporter companies, will
enhance the prestige of Georgian goods all over the world and will open the way for Georgian export to enter new
markets.

So, as it is obvious, promoting and extending Georgian export to the EU should become one of the main
priorities of the country.

It is undisputable, that each country is interested to promote its export, as it is an important determinant of a
country’s economic growth. International trade operations generally go through private companies. Under these
terms, it is interesting what measures the state should take to promote export. Taken the example of Georgia and the
EU, such promoting factors are GSP and GSP+. But it seems that after getting the GSP+, export growth rate did not
increase much compared to the period, when there was only GSP. The state should take some measures to make it
possible to maximally realize all the advantages, obtained by state level agreements. Even in highly developed
countries, there are a number of governmental and non-governmental organizations and institutions, whose main
function is to promote export and help national companies to enter new markets.

What can a state do to encourage privet sector in export activities and what is international practice like in
this direction?

In the USA, which is one of the largest exporter not only for the EU but in the whole world and whose
companies have valuable experience in exporting, there are a number of organizations and programs, whose
objective is to help acting exporters and encourage new ones as well. For example, the US Trade Department
constantly collects all the information connected with export from governmental and nongovernmental institutions
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and uploads this information on governmental internet portal. Through this portal companies, which are interested in
exporting can get information about all export promoting federal programs and find useful links.

Besides, in many American universities and colleges there are small business development centers, which
deliver recommendations how to export successfully. Over 30 US universities have International Business and
Research Centers, whose main function also is to assist exporting firms to make business successfully.

The US National Trade Data Bank (NTDB) periodically publishes guidelines about new tendencies in
export, including the list of foreign importers, brief information about them and the goods, they are interested in.
These guidelines are quite helpful for exporters to get in touch with potential partners.

As for Georgia, in January 2009, a new structure — Export Supporting Department was established in the
Ministry of Economic Development of Georgia. It was intended, that from the beginning of 2010 the department
should become an independent agency. The objective of this initiative was to make export market researches and to
make a list of export goods which are priorities of the country, as well as to issue consultations on legal regimes for
businesses and small and middle-sized entrepreneurs. Though, because of some reasons, the agency was abolished.

Preferential trade regimes, such as GSP and GSP+ give Georgia good possibility to overcome the EU tariff
barriers and increase export in European market. Despite these advantages Georgia cannot fully realize its export
potential, which must be caused by nontariff barriers, as in this aspect the EU market is one of the most difficult
markets all over the world.

In trade with the EU, third countries, as usually, manage to overcome tariff barriers more easily, but face
difficulties when it deals with nontariff barriers. Obstacles in exporting to the EU market might be technical
standards, as well as requirements of certification, quality control, environment protection, customs procedures, etc.

Besides general European standards and mechanisms worked out by the euro commission to protect the EU
market, each EU member state has own requirements when importing goods from third countries. What’s more,
distribution companies also have additional requirements. These circumstances define the complexity of non-tariff
barriers.

It is obvious, that the non-tariff barriers are main obstacles for Georgian export to the EU market.
Introduction of standards corresponding to the EU ones in Georgia and creation of adequate national infrastructure is
essential to overcome these difficulties.

Currently there is only one — wine testing laboratory, which has European accreditation, though, as yet,
there is no internationally accredited institution to certify wine. So, Georgian wine exporters have to apply other
countries to get the certificate, which requires additional costs from Georgian exporters.

The problem of certification is especially hindering for exporting agricultural products, which have good
exporting potential, though because of high sanitary and phytosanitary regulations, this potential cannot be realized
yet.

Together with non-tariff barriers, lack of relevant information can act as one more hindering factor. Few
companies in our region know the EU trade regulations. According to the results of inquiry, conducted in the North
Balkans, 48% of companies, registered in this region know the main principles of the EU, and only 9% are more or
less informed about relevant regulations in the EU legislation. It is not hard to imagine that the situation is much
worse in our country.

Georgia will be able to use advantages of GSP and GSP+ and to fully realize the potential of exporting
Georgian goods to the EU market, only in case the country manages to solve and overcome the above mentioned
problems and obstacles.
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