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Introduction

Georgia, sitting at the vital intersection of Europe and Asia, stands as an increasingly
attractive hub for business activity in the region. Over the past few decades, the
country has transformed itself through a wide range of political and economic reforms
that paved the way for a vibrant, investment-friendly environment. Though small in
size, Georgia’s strategic significance is amplified by its access to both Western and
Eastern markets, an improving infrastructure, and a liberalized economic policy
landscape.

This book, Doing Business in Georgia: A Comprehensive Guide For Prospective
Entrepreneurs, is designed as a definitive resource for individuals and organizations
aiming to understand and navigate the unique terrain of doing business in Georgia.
Unlike generic business start-up guides, this volume focuses explicitly on the
economic, legal, cultural, and practical factors that are specific to Georgia. Our aim is
to provide you with actionable insights tailored to Georgia’s local context, enabling
you to make informed, confident choices at every stage of your entrepreneurial
journey.

Within these pages, you will find clear explanations of the business structures
available to entrepreneurs in Georgia, step-by-step details of the company registration
process, and an in-depth look at the nation’s taxation regime — all illustrated with real-
world examples where applicable. We go beyond the paperwork, uncovering the
incentives for investment offered by the government, exploring the support systems
available to both local and foreign entrepreneurs, and highlighting sector-specific
opportunities that are emerging as the Georgian economy diversifies and grows.

We recognize that cultural nuances can often determine the success or failure of a
business venture. Thus, this guide also delves into Georgian business etiquette and
best practices for building relationships, negotiating deals, and becoming a respected
member of the local business community. Equally, we shed light on the common
challenges faced by entrants to the Georgian market — from navigating bureaucracy
and accessing finance to resolving disputes and protecting your intellectual property.

With globalization increasingly blurring borders, Georgia’s open approach to trade,
investment, and innovation has created unique windows of opportunity for both
startups and established companies. Whether you are considering starting a small
business, investing in manufacturing, or expanding an international enterprise into
Georgia, this guide will help you understand the mechanisms, risks, and advantages
that define this dynamic, rapidly evolving market.
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In the chapters that follow, we provide a step-by-step roadmap for translating
entrepreneurial ambition into lasting business success in Georgia. By equipping you
with both the essential facts and valuable local insights, we hope to inspire you to take
informed action and play a part in Georgia’s promising business story.
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CHAPTER ONE: Georgia’s Geopolitical Position and
Why It Matters for Business

Before diving into the nuts and bolts of setting up shop in Georgia - the paperwork,
the taxes, the local customs - it pays to step back and look at a map. Not just any
map, but one that shows Georgia nestled in its complex neighbourhood.
Understanding Georgia's place in the world, its relationships with powerful neighbours,
and its strategic aspirations is more than just an academic exercise. It's fundamental
to grasping the opportunities and risks inherent in doing business here. Geopolitics,
the intricate dance between geography, power, and international relations, profoundly
shapes Georgia's economic landscape, influencing everything from trade routes and
investment flows to political stability and market access. For any prospective
entrepreneur, ignoring this dimension would be like setting sail without consulting the
weather forecast.

Georgia occupies a prime, if sometimes precarious, piece of real estate. Located in the
South Caucasus, it sits at a geographic and cultural crossroads, bridging Eastern
Europe and Western Asia. To the north looms the vast expanse of Russia, a neighbour
with whom Georgia shares a long, complicated, and often tense history. To the south
lies Turkey, a major regional power, NATO member, and crucial economic partner. To
the southeast is Azerbaijan, rich in energy resources and a key player in regional
transit projects. To the southwest is Armenia, another neighbour navigating its own
complex geopolitical currents. And to the west, Georgia boasts a significant coastline
along the Black Sea, its maritime gateway to Europe and the wider world.

This "crossroads" identity isn't just a romantic notion derived from ancient Silk Road
maps, though that history certainly echoes in the present. Today, it translates into
tangible strategic importance. Georgia is a natural land bridge connecting the Caspian
Sea region, with its substantial oil and gas reserves, to markets in Turkey and Europe.
It's also positioned along potential routes linking Central Asia and even China to
Europe, bypassing traditional corridors. This geographical endowment forms the
bedrock of Georgia's potential as a transit and logistics hub, a potential successive
governments have sought to leverage through infrastructure development and
international agreements. Being the shortest route for certain flows of goods and
energy gives Georgia a unique card to play in regional economics.

However, proximity also brings challenges. The relationship with Russia remains the
most significant geopolitical factor shaping Georgia's security environment and, by
extension, its investment climate. Following the collapse of the Soviet Union, Georgia
charted an independent course, often clashing with Moscow's perceived interests in its
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"near abroad." Tensions culminated in the brief but impactful Russo-Georgian War in
2008, resulting in Russia's recognition of the independence of two Georgian regions,
Abkhazia and South Ossetia, and the continued presence of Russian military forces
within these territories. This unresolved conflict and the ongoing Russian occupation
cast a long shadow, representing a persistent security risk and a source of political
instability that potential investors must acknowledge and factor into their
assessments.

Despite these challenges, the situation has not precluded economic interaction. Russia
remains a significant trading partner, particularly for certain Georgian exports like
wine and agricultural products, though this trade is often subject to politically
motivated disruptions. The border remains open, and Russian tourists contribute
significantly to Georgia's tourism sector. However, the underlying political friction
means that the relationship is perpetually fragile, and businesses relying heavily on
the Russian market or transit routes through Russia face inherent uncertainties. The
political risk associated with Russia is a constant hum beneath the surface of Georgian
commerce.

In contrast, Georgia's relationship with Turkey is characterized by strong strategic and
economic cooperation. As a NATO member and EU candidate country itself, Turkey
shares certain geopolitical orientations with Georgia. More importantly, Turkey is one
of Georgia's largest trading partners and a major source of foreign investment. The
Baku-Tbilisi-Ceyhan (BTC) oil pipeline and the South Caucasus Pipeline (SCP) carrying
natural gas traverse both countries, cementing their interdependence in the crucial
energy transit sector. Furthermore, the Baku-Tbilisi-Kars (BTK) railway provides a vital
rail link connecting the Caspian region to Turkey and potentially beyond. For
businesses, Turkey represents not only a large neighbouring market but also a vital
partner in accessing wider regional and global supply chains.

To the southeast, Azerbaijan stands as another cornerstone of Georgia's geopolitical
and economic strategy. The relationship is fundamentally built on the shared interest
in energy transit. Azerbaijani oil and gas flowing westward through Georgia provide
both countries with significant strategic leverage and economic benefits. This energy
corridor bypasses Russia, offering an alternative supply route to Europe and
enhancing the geopolitical significance of both Azerbaijan and Georgia. Beyond
energy, the two countries cooperate on transport infrastructure, aiming to maximize
the efficiency of the East-West corridor. This relationship provides stability and
economic opportunity, particularly for businesses involved in logistics, energy
services, and cross-border trade.

Georgia's relationship with its southwestern neighbour, Armenia, is generally stable
and pragmatic, though influenced by wider regional dynamics, particularly Armenia's
closer ties with Russia and its complex relationship with Azerbaijan and Turkey. While
trade exists, it's less significant than with Turkey or Azerbaijan. Landlocked Armenia
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relies on Georgia for much of its access to the outside world, particularly via Georgian
ports on the Black Sea. Changes in the regional balance, such as shifts related to the
Nagorno-Karabakh conflict, can subtly influence dynamics, but the fundamental need
for transit keeps the relationship functional. For businesses, Georgia serves as a key
gateway for goods moving to and from Armenia.

The Black Sea is Georgia's indispensable maritime frontier. Its ports, primarily Batumi
and Poti, are crucial nodes for international trade, handling a diverse range of cargo
and connecting Georgia not only to other Black Sea littoral states like Turkey,
Romania, Bulgaria, and Ukraine, but also to global shipping routes via the Bosphorus
Strait. The strategic importance of the Black Sea has only increased in recent years,
becoming an area of heightened geopolitical competition involving NATO members,
Russia, and other regional players. Control over and access through the Black Sea is
vital for Georgia's economic sovereignty and its ambitions as a transit state. Efforts to
potentially develop a deep-sea port at Anaklia, although facing significant hurdles,
underscore the perceived importance of enhancing this maritime connectivity.

Perhaps the most defining feature of Georgia's foreign policy and geopolitical
orientation over the past two decades has been its unwavering aspiration towards
closer integration with the West, specifically the European Union and the North
Atlantic Treaty Organization (NATO). This westward lean is not merely a political
choice; it's seen by many Georgians as a civilizational homecoming and a strategic
imperative for securing sovereignty and fostering democratic development, especially
in light of pressure from the north. While NATO membership remains an aspiration
rather than an immediate prospect, the pursuit itself involves significant security
cooperation and serves as a political anchor.

More concretely, the relationship with the European Union has profoundly impacted
Georgia's business environment. The signing of an Association Agreement, including a
Deep and Comprehensive Free Trade Area (DCFTA), in 2014 marked a watershed
moment. The DCFTA aims to gradually integrate Georgia's economy with the EU's
single market. This involves not only removing tariffs and quotas on most goods
traded between Georgia and the EU but also, crucially, requires Georgia to
approximate its laws, regulations, and standards to those of the EU in areas critical for
business - such technical regulations, sanitary and phytosanitary measures,
competition policy, and intellectual property rights protection.

For businesses operating in Georgia, the DCFTA offers significant advantages. It grants
preferential access to the vast EU market, one of the largest consumer markets in the
world. This is a major draw for export-oriented companies, particularly in
manufacturing and agriculture, who can leverage Georgia's lower cost base while
meeting EU standards. Furthermore, the ongoing process of regulatory approximation
driven by the DCFTA can enhance predictability and transparency for businesses,
aligning the local operating environment more closely with international norms. This
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harmonization reduces trade friction and can make Georgia a more attractive base for
companies looking to serve both European and regional markets. The EU's political
backing and financial assistance programs also contribute to stability and support
reforms that benefit the business climate.

Similarly, the United States is a key strategic partner for Georgia. US support has been
crucial in bolstering Georgia's defence capabilities, providing substantial financial
assistance for economic and democratic reforms, and offering strong political backing
for its sovereignty and territorial integrity. From a business perspective, the US
partnership enhances Georgia's overall security profile and provides a degree of
political reassurance for international investors. While direct trade and investment
from the US are significant, the broader strategic relationship arguably has a greater
impact by fostering a more stable and predictable environment conducive to Western
investment in general. Projects supported by US development agencies often focus on
areas like agriculture, infrastructure, and rule of law, which directly benefit the
business ecosystem.

While Georgia's primary gaze is westward, it hasn't ignored opportunities to the East.
The emergence of China as a global economic powerhouse presents both
opportunities and complexities. Georgia has positioned itself as a potential component
of China's Belt and Road Initiative (BRI), particularly the so-called "Middle Corridor" - a
transport route designed to connect China to Europe via Central Asia, the Caspian Sea,
Azerbaijan, Georgia, and Turkey or the Black Sea. The idea is appealing: offering a
faster, albeit potentially more complex, alternative to maritime routes or transit solely
through Russia.

The potential benefits for Georgia include increased transit fees, investment in
transport infrastructure (railways, ports, roads), and a boost to its logistics sector.
Several infrastructure projects have received Chinese interest or investment, and
China has become a notable trading partner, particularly as a market for Georgian
wine. However, the realization of the Middle Corridor's full potential faces challenges,
including the need for significant infrastructure upgrades across multiple countries,
complex cross-border coordination, and competition from established routes.
Furthermore, navigating the relationship with China requires balancing economic
opportunities with broader geopolitical considerations, particularly concerning
transparency, debt sustainability, and alignment with Western partners.

Georgia's location also facilitates connections with the resource-rich economies of
Central Asia (Kazakhstan, Uzbekistan, Turkmenistan) via the Caspian Sea link through
Azerbaijan. As these economies grow and seek diversified export routes, Georgia
stands to benefit as a transit conduit. Developing efficient transport links across the
Caspian and through the Caucasus is key to unlocking this potential, further
reinforcing Georgia's role as a regional connector.
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So, what does this complex geopolitical tapestry mean for the entrepreneur
considering Georgia? Firstly, it underscores the market access potential. Georgia's
strategic location, combined with agreements like the DCFTA with the EU and free
trade agreements with CIS countries (including Russia, though politically sensitive),
Turkey, and China, offers businesses based in Georgia preferential access to a
remarkably diverse range of markets spanning Europe and Asia. This unique
combination allows companies to potentially serve multiple distinct economic zones
from a single, relatively low-cost operating base. The ability to import components,
add value in Georgia, and then export efficiently to the EU or neighbouring countries is
a core element of Georgia's business proposition.

Secondly, Georgia's role as a logistics and transit corridor is a direct consequence
of its geography and geopolitical relationships. Key energy pipelines like the BTC and
SCP are established facts, generating associated service industries. The potential of
the Middle Corridor for containerized freight, facilitated by infrastructure like the BTK
railway and Black Sea ports, presents opportunities for businesses in transportation,
warehousing, freight forwarding, and related services. While infrastructure
development is ongoing (a topic for Chapter 12), the strategic positioning means
logistics will likely remain a key economic driver and area of opportunity. Companies
requiring efficient movement of goods across the Europe-Asia boundary should pay
close attention to Georgia's evolving capabilities.

Thirdly, Georgia's investment climate is heavily influenced by its geopolitical
alignment. The sustained push for EU and NATO integration signals a commitment to
Western norms of governance, rule of law, and economic liberalization. This trajectory,
supported by the US and EU, provides a degree of political stability and predictability
valued by foreign investors. Reforms mandated by the EU Association Agreement,
aimed at improving transparency and aligning regulations, are intended to make the
business environment more attractive and familiar to international companies. While
challenges remain (as discussed in Chapter 18), the overall direction fostered by these
geopolitical choices aims to create a more secure and reliable space for investment
compared to some other parts of the region.

Fourthly, the energy transit dimension is more than just pipelines. It positions
Georgia as a relevant player in European energy security discussions. This strategic
role can translate into continued international attention and support. Furthermore, the
physical presence of major energy infrastructure necessitates related services,
security, and maintenance activities, creating niche business opportunities within the
energy sector's ecosystem. While direct participation in pipeline ownership is limited,
the ancillary economy around this transit function is notable.

However, the geopolitical landscape also entails undeniable risk factors. The
unresolved conflict with Russia over Abkhazia and South Ossetia remains the most

Sample from MixCache.com - The Online eBook Marketplace



SHARING STRICTLY PROHIBITED - For personal use of the licensed account only - See MixCache.com Terms of Use.

significant systemic risk. While large-scale conflict is not currently perceived as
imminent by most observers, the potential for flare-ups, border incidents
("borderization"), or politically motivated economic pressure from Russia cannot be
dismissed. Businesses must conduct thorough risk assessments, consider political risk
insurance where appropriate, and avoid over-reliance on dynamics solely dependent
on stable relations with Russia. Regional instability, such as conflicts in the wider
Caucasus, could also potentially disrupt trade routes or affect investor sentiment, even
if Georgia is not directly involved.

Finally, Georgia's political trajectory, driven by its geopolitical choices, has direct
implications for the domestic business environment. The aspiration for Western
integration encourages ongoing reforms aimed at combating corruption, strengthening
judicial independence, and improving public administration - all factors crucial for a
healthy business climate. While the pace and depth of these reforms can be subjects
of domestic political debate and external scrutiny, the overall geopolitical orientation
provides a powerful incentive for successive governments to broadly stay this course.
Entrepreneurs benefit from this dynamic, as it generally pushes policy towards greater
openness, predictability, and alignment with international best practices, even if
progress isn't always linear. Understanding this underlying drive helps decode policy
decisions and anticipate future regulatory directions.

In essence, Georgia's position on the map is not static; it's a dynamic interplay of
geography, history, and strategic choices. It offers entrepreneurs a unique launchpad
with access to diverse markets and a role in key transit corridors. Its westward
aspirations foster a drive towards a more stable and regulated business environment.
Yet, this position also carries inherent risks tied to regional tensions, particularly with
Russia. A savvy entrepreneur will weigh these geopolitical factors carefully,
recognizing that Georgia's place in the world is both its greatest asset and its most
significant challenge. It's a landscape where strategic location opens doors, but
vigilance and adaptability remain essential companions for any business journey.
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