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Introduction
Georgia, positioned at the captivating intersection of Europe and Asia, is rapidly
emerging as a preferred destination for both regional and international entrepreneurs.
The country’s combination of economic dynamism, friendly regulatory frameworks,
and ongoing reforms has propelled it to the top tiers of global rankings for ease of
doing business. With robust government support, strategic connectivity, and an open-
door policy for investors, Georgia offers a compelling alternative for those seeking to
start or expand their business ambitions in a unique and advantageous environment.

Unlike many guides that approach entrepreneurship in a broad, one-size-fits-all
manner, this book focuses exclusively on the specific realities of doing business in
Georgia. From the outset, readers will discover that Georgia’s impressive economic
resilience—maintaining solid growth even amidst global uncertainty—is underpinned
by prudent fiscal management, low inflation, and a commitment to liberal market
policies. The government’s Liberty Act, capping deficits and debt, further instills
confidence and stability in the market.

Georgia’s appeal is also deeply rooted in its strategic location. Long regarded as a
natural bridge between continents, it provides ready access to key markets across
Europe, Central Asia, and the Middle East. Investments in transport, logistics, and
energy—along with favorable customs and trade policies—make it a vital corridor for
international commerce. Add to that a liberal visa regime and strong infrastructure,
and Georgia becomes not only accessible, but an active facilitator of global trade.

The country’s business-friendly environment goes far beyond legislative statements.
Streamlined bureaucratic procedures, an efficient company registration process, and a
transparent tax system ensure that both domestic and foreign entrepreneurs can
swiftly move from planning to operations. Whether considering a small technology
startup or expanding a multinational presence, new businesses in Georgia benefit
from minimal red tape and attractive tax incentives, customized to suit enterprises of
all sizes and sectors.

Government support in Georgia is not merely rhetorical. Institutions like Enterprise
Georgia and Georgia’s Innovation and Technology Agency (GITA) provide grants,
advisory support, and training for entrepreneurs and startups. Specific regimes for
small, micro, and international businesses, along with investment incentives in various
key sectors, ensure that the policy environment adapts to the needs of an evolving
and diverse entrepreneurship ecosystem.

At the same time, Georgia is not without its challenges. Like any emerging market, it
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faces hurdles such as access to finance for SMEs, the need for continual enhancement
in judicial efficiency, and the importance of maintaining investor confidence in a
fluctuating global landscape. This book endeavors to share a nuanced, balanced
view—equipping readers with concrete information and practical insights to navigate
these challenges and seize the opportunities that await in Georgia. Whether you are a
solo entrepreneur or the leader of a growing enterprise, this guide will serve as your
roadmap to building a successful business in Georgia’s vibrant and promising
marketplace.
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CHAPTER ONE: The Economic Landscape of Georgia
Georgia's economic narrative is one of determined progress and remarkable
resilience, particularly notable given its position in a complex geopolitical
neighbourhood. Situated strategically between continents, the nation has consciously
built an economy rooted in liberal principles, shedding the legacy of its past and
embracing market-oriented reforms with vigour. This transformation has laid the
groundwork for sustained growth and positioned Georgia as a compelling destination
for international business.

The economic journey has been dynamic, characterized by periods of rapid expansion
punctuated by moments that tested its fortitude. Yet, the underlying trend has been
consistently positive, demonstrating an ability to rebound and adapt. This inherent
flexibility is a key feature of the Georgian economy, offering a degree of stability that
can be attractive to entrepreneurs navigating unpredictable global currents.

Looking at the numbers provides a clear picture of this progress. Over the past
decade, Georgia has maintained an impressive average annual GDP growth rate of
approximately 5%. This sustained performance is not a mere fluctuation but reflects
deeper structural improvements and a consistent policy direction aimed at fostering
economic activity and attracting investment.

The most recent figures underscore this positive momentum, with the Gross Domestic
Product reaching USD 30.6 billion in 2023. This milestone is significant, representing
not just an increase in economic output but also the broadening and diversification of
the economic base, moving beyond traditional sectors to embrace new avenues of
growth.

Crucially, the Georgian economy has proven its ability to withstand external shocks. In
recent years, despite facing global headwinds such as inflationary pressures, supply
chain disruptions, and significant geopolitical uncertainties, the economy has
maintained its upward trajectory. This resilience is a testament to the reforms
implemented and the prudent macroeconomic management adopted by the
government.

The outlook remains optimistic, projecting an average annual growth rate of 5.1% over
the next three years. This forecast is based on expectations of continued investment,
stable domestic demand, and Georgia's deepening integration into international trade
routes and markets. Such projections provide a degree of confidence for businesses
considering entering or expanding within the country.
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underpinning this positive outlook is a government committed to maintaining
macroeconomic stability. A core tenet of their policy has been a sharp focus on fiscal
discipline, aiming for low budget deficits and keeping public debt levels under control.
This commitment creates a predictable environment for businesses, reducing the risk
associated with potential government overspending or debt crises.

Low inflation is another critical objective pursued by the authorities. While global
factors have presented challenges, the National Bank of Georgia has employed various
tools to manage price stability. Keeping inflation in check helps preserve purchasing
power, stabilize costs for businesses, and ensures that economic growth translates
into tangible improvements in living standards.

Furthermore, Georgia operates a floating exchange rate regime. This approach allows
the national currency, the Georgian Lari (GEL), to be determined by market forces.
While this can introduce some volatility, it also provides the economy with a crucial
shock absorber, allowing it to adjust more flexibly to changes in external economic
conditions compared to a fixed exchange rate system.

A cornerstone of Georgia's commitment to fiscal responsibility is the Liberty Act. More
than just a piece of legislation, it serves as a powerful symbol and a practical
framework for fiscal prudence. It legally mandates specific caps on the fiscal deficit
relative to GDP and on total public debt relative to GDP, ensuring long-term
sustainability.

The Liberty Act caps the fiscal deficit to GDP ratio at a maximum of 3% and the public
debt to GDP ratio at a maximum of 60%. These thresholds are internationally
recognized indicators of fiscal health and sustainability. By enshrining these limits in
law, Georgia signals a strong and credible commitment to avoiding excessive
borrowing and ensuring fiscal stability for the future.

This credible fiscal framework is not merely an academic exercise; it has direct
implications for the business environment. It contributes to lower country risk, which
can translate into more favourable borrowing costs for businesses, both domestically
and internationally. It also provides confidence that the government will not resort to
disruptive fiscal measures to address debt problems.

Entrepreneurs evaluating Georgia can take reassurance from this disciplined
approach. Knowing that the government is legally bound by these fiscal rules provides
a level of predictability often missing in other emerging markets. This stability is
invaluable for long-term business planning and investment decisions.

The economic structure itself has been evolving. While historically reliant on
agriculture and some manufacturing, the service sector has grown significantly,
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becoming a major contributor to GDP. This includes areas like tourism, finance, and
logistics, leveraging Georgia's strategic location and its growing integration into the
global economy.

This structural shift towards services reflects the modernization of the economy and
the emergence of new opportunities. It also highlights the adaptability of the Georgian
workforce and the increasing sophistication of its business landscape. While traditional
sectors remain important, the growth in services points to a forward-looking economic
vision.

The workforce, while not solely an economic factor, plays a vital role in shaping the
landscape. Georgia benefits from a relatively young and increasingly educated
population. The cost-effectiveness of labor compared to many Western economies
provides a competitive advantage for businesses operating with international cost
structures.

Furthermore, the comparatively low cost of living in Georgia contributes to a higher
purchasing power for residents. This isn't just a social factor; it means domestic
demand can be more robust, supporting businesses that cater to the local market. A
populace with disposable income fuels commerce and provides a vital base for
economic activity.

The government's focus on low deficits is achieved through a combination of prudent
spending and efforts to broaden the tax base efficiently. While revenue collection
methods have been streamlined, the overall tax burden remains intentionally low, as
detailed in later chapters, which is a deliberate policy choice to encourage investment
and economic activity.

Controlling inflation requires careful monetary policy management by the National
Bank. Their actions, including setting interest rates and managing liquidity, aim to
keep price increases within a manageable range, protecting the value of the currency
and ensuring that economic growth is sustainable and doesn't overheat.

The floating exchange rate means that the value of the GEL can fluctuate based on
supply and demand in foreign exchange markets. Businesses involved in international
trade or dealing with foreign currency need to be aware of this. However, it also
means that the economy can adjust more naturally to external economic shifts,
preventing the build-up of large imbalances.

The resilience observed in the Georgian economy is partly attributable to its
diversification. While some sectors might face temporary slowdowns, others can
continue to perform strongly, providing a buffer. This reduces the economy's
vulnerability to downturns in any single industry or market.
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Investment in infrastructure, discussed more fully in Chapter 21, also underpins the
economic landscape. Reliable transportation networks, stable energy supply, and
modern telecommunications are fundamental requirements for businesses to operate
efficiently and contribute to overall economic growth. Georgia has made significant
strides in these areas.

The commitment to a liberal economic policy extends beyond just fiscal and monetary
management. It encompasses efforts to reduce red tape, simplify administrative
procedures, and ensure a level playing field for all market participants, both domestic
and foreign. This philosophy permeates the entire business environment.

This open approach encourages competition and innovation, driving efficiency within
the economy. Businesses are incentivized to be productive and competitive, leading to
a more dynamic and responsive market overall. It's an environment where merit and
market forces are intended to prevail.

The regulatory framework, while detailed in later chapters, is designed to be enabling
rather than restrictive. This is a deliberate part of the liberal economic agenda, aiming
to remove unnecessary barriers to entry and operation, making it easier for
entrepreneurs to start and grow their ventures.

Georgia's economic policy is forward-looking, with an eye on integration into the
global economy. This includes pursuing free trade agreements and aligning its
regulatory practices with international standards, making it easier for Georgian
businesses to export and for foreign businesses to operate within Georgia.

The positive economic outlook is also predicated on continued structural reforms
aimed at improving competitiveness and productivity. These reforms can include
areas like education, labor market flexibility, and further enhancements to the legal
and judicial systems, although the latter is an area of ongoing focus and development.

Understanding this broader economic landscape is crucial for any prospective
entrepreneur. It provides the context within which individual businesses will operate –
the growth potential, the level of stability, the policy direction, and the overall
dynamism of the market they are entering.

The government's consistent messaging regarding its commitment to a free-market
economy reinforces investor confidence. This isn't a policy that shifts with every
political cycle; it is a fundamental pillar of Georgia's development strategy, providing a
reliable foundation for business planning.

Moreover, the relative size of the Georgian economy, while not as large as major
global players, offers advantages for smaller businesses and startups. It can be easier
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to gain traction and visibility in a market of this scale, and niche opportunities may be
more readily identifiable and exploitable.

The ongoing projection of healthy growth indicates that the demand for goods and
services within Georgia is expected to remain strong. This is a positive signal for
entrepreneurs considering ventures aimed at the domestic market, suggesting a
receptive consumer base.

The ability to attract Foreign Direct Investment, discussed later in detail, is also
intrinsically linked to the perceived health and stability of the economic landscape.
Investors look at GDP growth, fiscal policy, inflation control, and the overall regulatory
environment when deciding where to commit capital.

Georgia's consistent high rankings in international indices for ease of doing business
(covered in Chapter 3) are a direct outcome of the economic policies pursued and the
resulting positive environment for enterprise. These rankings are not just abstract
scores; they reflect the practical reality of operating a business in the country.

The development of specific economic zones and initiatives, while discussed as
incentives in Chapter 8, are also part of the broader strategy to stimulate targeted
economic growth and attract specific types of investment, further shaping the
economic landscape in distinct ways.

In essence, the economic overview of Georgia paints a picture of a nation that has
consciously chosen a path of economic liberalization and fiscal responsibility. This path
has yielded significant dividends in terms of growth, resilience, and stability, creating
an environment that is demonstrably favorable for business activity.

While challenges exist, as they do in any economy, the fundamental commitment to
market principles, coupled with a clear strategy for growth and stability, provides a
strong foundation. Entrepreneurs can enter the Georgian market with a clear
understanding of a macroeconomic environment designed to support their efforts.

The continued focus on prudent fiscal management, keeping deficits low and debt
under control, acts as an anchor, preventing potential economic instability down the
line. This long-term perspective is valuable for businesses making multi-year
investment decisions.

The commitment to low inflation helps maintain the purchasing power of consumers
and the cost predictability for businesses. It removes one layer of uncertainty that can
plague operations in less stable economies, allowing businesses to focus on their core
activities.

The floating exchange rate, while requiring careful management by businesses
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engaged in international transactions, provides flexibility at the national level. It allows
the economy to absorb external shocks more smoothly than a rigid system might
permit.

The projected growth rate of over 5% for the coming years is a powerful indicator of
opportunity. It suggests expanding markets, increasing demand, and a fertile ground
for new ventures and the expansion of existing ones. It's an environment where
businesses have space to grow.

Overall, Georgia's economic landscape is characterized by dynamism, resilience,
stability, and a clear pro-business orientation. It's an economy actively seeking
integration with the global market and leveraging its unique position to create
opportunities. Understanding these fundamental characteristics is the essential first
step for any entrepreneur considering Georgia as their business home.
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