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Georgian electricity system to face challenges 

High economic growth, low electricity prices and cryp-
tomining have resulted in electricity demand in Geor-
gia growing much faster than generation in recent 
years. The electricity market is dominated by hydro-
power, which covers about 65% of total consumption. 
At the same time, imports have become more im-
portant (about 12%), mainly from Azerbaijan and Rus-
sia. The repair of the important Enguri hydropower 
plant in early 2021 has again underlined the im-
portance of imports, especially in winter. 

Georgia has ambitious expansion plans, but their im-
plementation is questionable. The low prices remain a 
challenge despite a tariff reform and are also an expla-
nation for the rise in cryptomining. Membership in the 
Energy Community promises the prospect of in-
creased transparency and liberalisation of the electric-
ity market. 

 

Overview 

Due to high economic growth, low regulated prices and 
cryptomining, electricity demand in Georgia has in-
creased to 12.8 TWh by 2019 (+52% relative to 2010). 
However, electricity generation increased by only 18% 
in the same period. The COVID-19 pandemic has only 
led to a slight decrease in consumption and generation. 

Electricity balance 2020 by month 

Source: Electricity System Commercial Operator (ESCO) 

Electricity generation is dominated by hydropower 
plants (HPP), which cover about 65% of the total sup-
ply. Around 22% is generated by thermal power plants. 
Wind power plays only a minor role (approx. 1%). The 
remaining electricity is imported (12%). Due to the high 
share of hydropower plants, the CO2 intensity (approx. 
100 gCO2/kWh) is only one third of the EU average. 

Since 2017, Georgia has been a net importer of electric-
ity, with an upward trend. In 2020, imports amounted 

to 1.5 TWh. Consumption tends to be highest in the 
winter and summer months (in 2020, the increase in 
summer was subdued due to COVID-19). Generation, 
on the other hand, is highest in summer when hydro-
power plants can be best utilised. As a result, there is a 
seasonal mismatch: in the high-demand winter 
months, generation from hydropower decreases signif-
icantly and can only be partially compensated by ther-
mal power. Higher imports in winter are the result. 

In 2020, Georgia’s electricity imports came from Azer-
baijan (45%), Russia (35%) and Turkey (20%). Aside 
from these three countries, Georgia is connected to Ar-
menia. Due to its geographic location, Georgia also 
serves as a transit country for electricity, mostly from 
Azerbaijan to Turkey (approx. 100 GWh in 2020). 

Enguri HPP repair 

The Enguri HPP is crucial for the security of electricity 
supply, as it generates 25% of the total electricity. It is 
also noteworthy for its location on the border between 
Abkhazia and the rest of Georgia. 

Imports during the Enguri repair 2021 

Source: GSE 

At the beginning of 2021, a three-month repair of the 
power plant began. During this period, the generation 
deficit was compensated by higher imports. They aver-
aged 36% of the total supply, compared to 15% in the 
same period of 2019. Although the system functioned 
properly without this important power plant, the repair 
work highlighted Georgia’s dependence on imports, es-
pecially in winter. 

Challenges for the future 

The “Ten-Year Network Development Plan” of the 
Georgian State Electrosystem (GSE) foresees a 68% in-
crease in consumption by 2030 compared to 2020. 
Power generation, on the other hand, is expected to 
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increase by 200%. This could only be achieved if all cur-
rently planned projects were realised. 

Projected electricity consumption and generation until 2030 

 
Source: GSE, Assumption: all projects in the pipeline will be realised 

Installed capacity is expected to increase from 4.5 GW 
in 2020 to 10.4 GW in 2030, mainly through new hydro 
(3.9 GW), wind (1.3 GW) and solar (0.5 GW) plants. The 
plans would also require the modernisation and expan-
sion of the electricity grid. The International Energy 
Agency (IEA) considers the plans too optimistic and un-
likely to be realised as planned. 

Low electricity prices, which are being implicitly subsi-
dised, pose a challenge for Georgia as they offer little 
incentive for energy efficiency. Tariffs were raised in 
January, but private households are largely exempt 
from the price increase in 2021 as a social support 
measure. This demonstrates the difficulty of imple-
menting the tariff reform. 

Low prices are also a key driver for cryptomining. In a 
forthcoming study, the German Economic Team esti-
mates that this sector currently accounts for around 6% 
of total consumption. At the same time, the high vola-
tility of consumption has to be emphasised (summer 
2019: up to approx. 14%; summer 2020: below 1%). 

Institutional setting 

Institutionally, Georgia's energy system has been 
shaped by its membership in the Energy Community 
since 2017. This has set in motion a process of gradual 
convergence with the energy legislation of the Euro-
pean Union. Among other things, Georgia has started 
unbundling transmission and distribution system oper-
ators, increased transparency in network connection 
and adopted a liberalised electricity market model that 
was supposed to be introduced in July this year. How-
ever, this market opening has been postponed until 
January 2022, also due to the fact that the platform for 
the organised market segments has not yet been fully 
tested. In the renewable energy sector, the govern-
ment plans to move from feed-in tariffs to market-
based contracts-for-difference once the market liberal-
isation has been implemented. 

Outlook 

Georgia’s growth in electricity demand is currently sig-
nificantly higher than that of electricity generation. A 
key task for the future is therefore the expansion of the 
power plant park. The rising demand is reinforced by 
low electricity prices, which also play an important role 
in attracting cryptominers. On a positive note, Geor-
gia’s electricity generation is relatively low in CO2 emis-
sions due to the high share of hydropower. Georgia’s 
membership in the Energy Community promises more 
transparency for investors and power plant operators 
as well as a clear path to electricity market liberalisa-
tion. A full implementation without further postpone-
ment of the market opening will be paramount for en-
suring the predictability of the regulatory environment 
for both investors and other market participants. Other 
reforms that build on a functioning liberalised market, 
such as contracts-for-difference for renewable ener-
gies, can also be advanced in this way. The latter would 
ideally include variable renewables such as solar and 
wind energy in the support system, which could help 
address the growing dependence on imports. 
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