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Current German-Georgian economic relations  

Since 2014, German-Georgian economic relations op-
erate in the context of the EU-Georgia free trade 
agreement (“DCFTA”). The positive momentum fol-
lowing the conclusion of the DCFTA was interrupted 
by the pandemic. In particular, exports of goods to 
Georgia fell by 22%. The services balance was strongly 
affected by the slump in tourism. German FDI in-
creased by 7% in 2020 despite the pandemic. Attract-
ing FDI remains a key issue to realize the potential in 
sectors such as agriculture and diversify the economy. 
Cluster development is also important in this context. 

German-Georgian trade in the context of DCFTA 

In 2014, the EU and Georgia signed an association 
agreement including a “Deep and Comprehensive Free 
Trade Area” (DCFTA). The preferential trade regime al-
lows Georgia access to the European single market in 
selected areas and create an increasing level of align-
ment of Georgian regulations to those of the EU. 

Trade in goods 

Before the pandemic, German exports of goods to 
Georgia showed positive dynamics since 2016, reaching 
approx. EUR 400 m in 2019. 

German exports by category 

 
Source: German Federal Statistics Service, 2020; Note: trade in goods 

The main export goods are chemicals, machinery and 
motor vehicles and associated components. The slow-
down in global trade because of the pandemic also re-
sulted in a reduction of German exports to Georgia. The 
total of EUR 316 m in 2020 corresponds to a decline of 
22% yoy. This is mainly caused by reduced exports of 
cars (-51% yoy) and machinery for mining and civil en-
gineering (-63% yoy). The crisis thus causes a strong de-
cline in exports, interrupting the positive trend. 

Imports of goods from Georgia are significantly lower 
and amount to less than EUR 100 m per year. Among 
the main import goods are fruits and other agricultural 

goods as well as apparel. In recent years, there has 
been a reduction in imports. However, due to the low 
volume, these figures can be volatile, and one should 
be careful to infer trends from them. Last year was re-
markable as imports increased by 56% yoy as reported 
by the German statistics. The main reason, besides an 
increase in imports of fruits, was a supposedly very 
strong increase in imports of automotive parts, rising 
from EUR 6,000 to EUR 20 m. As these figures are not 
supported by Georgian statistics and do not seem plau-
sible, open questions remain. The German Economic 
Team has therefore contacted the Federal Statistics 
Service to clarify the issue. 

Potential in agro-foods 

In any case, there is a large German surplus in goods 
trade, as imports from Georgia are small. Previous re-
search by the German Economic Team showed a strong 
potential of higher imports in the agro-food sector. 

Top 15 agro-foods products 

1 Fresh cranberries, blueberries, etc. 

2 Fixed vegetable fats and oils and their fraction 

3 Fresh peaches, incl. nectarines 

4 Fresh or chilled potatoes 

5 Solid residues resulting from the extraction of 
soya-bean oil 

6 Nuts and other seeds, incl. mixtures, prepared or 
preserved 

7 Mixtures of fruit juices 

8 Jams, jellies, marmalades, purées or pastes of fruit 

9 Crude sunflower-seed oil 

10 Solid residues resulting from the extraction of sun-
flower seeds 

11 Fresh apples 

12 Juice of fruit or vegetables 

13 Tomatoes, fresh or chilled 

14 Fresh or dried walnuts, shelled 

15 Apple juice, unfermented, Brix value <= 20 

Source: German Economic Team, based on Policy Briefing PB/02/2019 

So far, limited production volumes and bottlenecks in 
transport and logistics have hindered the utilisation of 
the potential. Attracting productive foreign direct in-
vestment (FDI) from Germany and other EU countries is 
key to improving the situation by bringing access to 
shelves in the EU, transferring knowledge and providing 
capital for infrastructure investments. However, cur-
rently less than 1% of the total FDI inflows (including 
from Germany) go into the agricultural sector. 
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Trade in services 

As Georgia is a service-oriented economy (approx. 76% 
of GDP), service exports are an important part of trade. 
German imports are mainly in the fields of tourism and 
travel-related services. Before the pandemic, German 
tourism to Georgia showed positive dynamics, reaching 
almost 90,000 visitors in 2019. 

German trade with Georgia in services by category 

 
Source: Deutsche Bundesbank; balance of exports and imports 

However, overall service imports fell as a result of the 
travel restrictions, turning the usual German deficit into 
a surplus in 2020. Once tourism normalises, imports are 
likely to increase again. 

German FDI in Georgia 

German FDI in Georgia have been showing positive dy-
namics since 2018. The main sectors include manufac-
turing, construction, real estate and finance. 

German FDI inflows into Georgia 

 
Source: Geostat 

The global pandemic has caused a decline of FDI inflows 
into Georgia by 53% yoy in 2020. However, contrary to 
this development, FDI inflows from Germany increased 
by 7% yoy. While the FDI stock (USD 226 m) represents 
only 1.2% of the total volume, it is important to point 
out that German FDI qualitatively makes an important 
contribution to the diversification of the economy. 

 

Cluster development 

An additional instrument for attracting investment are 
clusters, which include companies and institutions with 
a focus on related value chains. Georgia currently has a 
total of eight cluster initiatives underway or planned. 
Foreign investors and large companies have played only 
a limited role in the initiatives so far. However, interna-
tional partners are closely involved in the initiatives. 
One example is the Clusters4Development project for 
the construction, apparel and tourism sectors. It is be-
ing implemented by the German GIZ with funding from 
the EU and the German government. 

Outlook 

The German-Georgian economic relations have been 
severely affected by the crisis. However, the decline in 
bilateral trade (in both goods and services) is likely to 
be temporary. Looking forward, attracting FDI in prom-
ising areas such as agriculture can be an important step 
in the necessary diversification of the Georgian econ-
omy. The development of cluster initiatives is also a 
promising step in this context. 
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This newsletter is based on Policy Briefing 02/2021 and 
Policy Briefing 03/2021. Furthermore, for additional in-
formation on the potential in the agro-food sector, see 
Policy Briefing 02/2019. 

 

Editors 
Dr Ricardo Giucci, Sebastian Staske 

Subscribe / unsubscribe newsletter  

German Economic Team  
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Financed by the Federal Ministry for Economic Affairs 
and Energy, the German Economic Team (GET) advises 
the governments of Moldova, Georgia, Ukraine, Belarus 
and Uzbekistan on economic policy matters. Further-
more, GET covers specific topics in other countries, such 
as Armenia. Berlin Economics has been commissioned 
with the implementation of the consultancy. 
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