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ABSTRACT. Based on the primary data and review of secondary sources, this paper argues that wine
is more than a symbol of Georgia; it is a foundation of the country’s economy and social life. The article
also looks beyond the direct current statistics of the formal economy and considers the indirect eco-
nomic impact, trends, and potential, an assessment of winemaking and wine-related tourism points to
these sectors as a business priority for Georgia and an important economic and social development
vehicle. The study also highlights the potential risks associated with climate change, including in-
creased heat stress, drought, altered growing seasons, and other relatively minor obstacles. The paper
identifies specific grapevine cultivars that may be particularly vulnerable to these challenges and ex-
plores adaptation strategies to mitigate their negative effects. The results of this study offer valuable
insights for Georgian winemakers and policymakers to ensure the sustainability of the country’s wine
industry in the face of a changing climate.
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Mediterranean from 2500 BC and to the north into
much of Europe by 400 AD. Regarding the lan-
guage, the Georgian word ghvino (wine) was prob-

THE CENTRALITY OF WINEMAKING IN
GEORGIA'S HISTORY AND CULTURE

Georgia’s history and culture are insepara-
ble from winemaking. The 8,000-year-old Qvevri
method of using terra cotta urns buried in the
ground for fermenting crushed grapes is evidence
of Georgia’s uniqueness as the birthplace of wine-
making. Having originated in 6000 BC, winemak-
ing spread from the Caucasus west to the eastern
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ably the origin of the Latin term vino, considering
that Georgia was allied with the Latin Roman Em-
pire from the 1t century BC to the 4™ century AD.
On an even deeper level, viticulture and wine-
making are integral to the Georgian Orthodox
religion, whose major symbol is the “Grapevine
Cross”. The 6™"-century Jvari Monastery in Mtskhe-
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GRAPH 1. MAJOR COMMODITY POSITIONS BY EXPORTS, MILLION USD

Graph 1. Major commodity positions by exports, million USD
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ta — the continuous religious center of Georgia -
has a painting of the Virgin Mary holding grapes
for Christ as a child. The country’s church archi-
tecture and paintings use the vine leaf as one of
the most distinctive motives.

Reinforcing the centrality of winemaking in
Georgia’s customs, through centuries, wine has
had a special meaning as a unifier of people and
a source of social cohesion. The traditional su-
pra feast has bonded people via collective expe-
riences of toasting, singing, and dancing, while
hospitality is part of the national character. De-

1 Dinello, N. (2022). Centrality of winemaking in Geor-
gia: From prehistoric age to present-day globaliza-

. Ill .Il III Ill
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spite the greater profitability of other agriprod-
ucts (for instance, watermelons), Georgia favors
winemaking.

The social, cultural, and religious prominence
of winemaking begs the question of whether it
is equally central to Georgia’s economy. If wine-
making is vital for the economy, to what extent is
it important for its current condition and further
development?

tion. Journal of Wine Research. <https://doi.org/10
J1080/09571264.2022.2110050>.

GRAPH 2. SHARE OF MAJOR COMMODITY POSITIONS BY EXPORTS IN JANUARY-JUNE 2024*

Motor cars 32.8 %

Wine of fresh grapes 5.5 %
Ferro-alloys 5.0 %
— Spirituous beverages 4.7 %

"~ Precious metal ores and concentrates 3.6 %

* Revised data will be published on November 15, 2024

Source: National Statistics Office of Georgia.
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GRAPH 3. WINE EXPORTS AND GDP, 2015-2023
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WINE EXPORTS AND GEORGIA'S GROSS
DOMESTIC PRODUCT (GDP)

The value of Georgian wine exports was $259
million in 2023, making the industry the sec-
ond-largest export generator for the country
(Graph 12). Adding other alcoholic beverages to
“wine of fresh grapes” brought 2023 exports in
this combined category to $457 million.? In Janu-
ary-June 2024, “wine of fresh grapes” comprised
5.5% of the country’s total exports and was the
second most exported commodity after motor
cars, which accounted for 32.8% of (re)exports. To-
gether with the category of “spirituous beverag-
es”, wine and other alcoholic exports amounted to
10.2% of the country’s total exports* (see Graph 2).

The high rank of wine in Georgia’s exports im-
plies its importance, but it is largely due to the
country’s lack of promising export options and
low export diversification. More than 50% of the
total exports are made up of only five commodity
positions: motor cars, wine of fresh grapes, fer-
roalloys, spirituous beverages, and precious met-
al ores and concentrates.

In the first six months of 2024, Georgia export-

2 National Statistics Office of Georgia. (2024a). Exports by
commodity groups (HS 2-digit level) in 2015-2024, ex-

port. <https://www.geostat.ge/en/modules/catego-
ries/637/export> [Last Access 10.10.2024].

3 Ibid.

4 Ibid.
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ed 54.5 million liters of wine worth $156.7 million
to 61 countries. The exports figure meant a 26%
increase over the same period of 2023, while rev-
enues increased by 24%.°

In Russia’s wine imports, Georgian wine
amounted in 2022 to 19% in US dollar terms, while
its share in top wine importer countries was neg-
ligible.® The 2024 remarkable upswing in Georgia’s
wine exports was especially notable in exports to
Russia, which increased 74% in the first quarter of
the year compared to the same period of 2023, ac-
counting for $65 million in value.” Despite serious
efforts to diversify exports of wine, Russia remains
the main destination of Georgian wine, reaching
65% of the overall 2023 exports in this sector, the
highest figure since 2005.% Russia ranked second

5 Agenda.ge. (2024). Georgian wine exports to the US, Eu-
rope have significantly increased, National Wine Agency
says. <https://agenda.ge/en/news/2024/39895#gsc.
tab=0> [Last Access 10.10.2024].

6 Kvakhadze, |.,SurmavaM., BeroshviliT.(2022). Georgian Wine
Industry Overview: August 2022 Sector Report, TBC Capital.
<https://tbccapital.ge/static/file/202208124343-geor-
gian-wine-industry-overview-12.08.2022-tbccapital.pdf>
[Last Access 10.10.2024].

7 TASS. (2024). Georgian wine exports to Russia rise by 74%
in Q1 2024. <https://tass.com/economy/1777963>
[Last Access 10.10.2024].

8 Transparency International Georgia. (2024). Georgia’s
Economic Dependence on Russia: Summary of 2023.
<https://transparency.ge/en/blog/georgias-econom-
ic-dependence-russia-summary-2023> [Last Access
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among Georgia's commercial partners in the first
quarter of 2024, while Turkey ranked first.®

As shown in Graph 3, the share of wine exports
in Georgia’s GDP has been growing along with the
GDP growth in 2015-2021.° The country’s GDP has
continued to increase since 2021. It showed an
11% growth in 2022 and a 7.5% growth in 2023 and
reached 80.2 billion GEL (or $30.5 billion) in 2023
(Graph 3). The share of wine exports in the GDP in
2023 equaled 0.85% and was more than 1.50% if
spirituous beverages were considered.* Compared
to 0.64% in 2015," these figures signal a significant
increase over the 8 years (see Graph 3%).

Wine is the main source of income for several
regions in Georgia. It also enhances the econom-
ic and social welfare of local communities. In Ka-
kheti, winemaking is the dominant sector and a
crucial source of employment. In 2013, around 65—
70% of all vineyards in Georgia were concentrated
in the Kakheti region, which has many family-run
wine cellars representing small and mid-sized
wineries.® While 16.4% of the labor force was un-
employed in 2023 at the national level, this figure
was lower - 12% - in Kakheti."

There are also wineries in many other areas, in-

10.10.2024].

9 TASS. (2024). Georgian wine exports to Russia rise by 74%
in Q1 2024. <https://tass.com/economy/1777963>
[Last Access 10.10.2024].

10 Jmukhadze, N. (2022). The Role and Influence of Wine
Export on the Economic Growth of Georgia. Forbes.
<https://forbes.ge/en/ghvinis-eqgsportis-roli-da-gav-
lena-sagarthvelos-ekonomikur-zrdaze/> [Last Access
10.10.2024].

11 Jmukhadze, N. (2022). The Role and Influence of Wine
Export on the Economic Growth of Georgia. Forbes.
<https://forbes.ge/en/ghvinis-eqgsportis-roli-da-gav-
lena-sagarthvelos-ekonomikur-zrdaze/> [Last Access
10.10.2024].

* Calculated by authors from the data of the National Sta-
tistics Office of Georgia.

12 National Statistics Office of Georgia. (2024a). Exports by
commodity groups (HS 2 digit level) in 2015-2024, ex-
port. <https://www.geostat.ge/en/modules/catego-
ries/637/export> [Last Access 10.10.2024].

13 GIZ. (2013). Kakheti Regional Development Strategy
2014-2021 (pp. 12-13). Thilisi. <https://faolex.fao.org/
docs/pdf/ge0200876.pdf> [Last Access 10.10.2024].

14 National Statistics Office of Georgia. (2024b). Unemploy-
ment, percentage and Labor Force Indicators by Regions.
Employment and Unemployment. <https://www.geo-
stat.ge/en/modules/categories/683/Employment-Un-
employment> [Last Access 10.10.2024].
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cluding Racha, Shida Kartli, Kvemo Kartli, Imereti,
Samegrelo, Guria, Samtskhe-Javakheti, and Ajara.
Georgia’s rugged and mountainous landscape lim-
its the availability of arable acreage, and the over-
whelming majority of households own less than two
hectares of agricultural land. Only 4.8% of house-
holds own two to five hectares of land, and 1.5% own
more than five hectares. As over 40% of Georgia’s
population lives in rural areas, agriculture, including
the cultivation of grapevines, offers an important
safety net through small-scale village-type farm-
ing®

Georgia’s formal wine production sector at-
tracted, on average, 0.8% of directly employed
people (approximately 5,000 people) from 2011-
2019. As for total employment in the sector, it is
estimated to be around 100 thousand people.
The latter estimate includes self-employed peo-
ple and those working in the broader winemaking
cluster on distribution, sales, trade, mechaniza-
tion, chemical treatment of vines, transportation,
and other auxiliary tasks.

The average monthly remuneration of employ-
ees in the winemaking sector amounted to 1,046 GEL
(or 371 dollars) in 2019, having increased by about
11.5% annually between 2011 and 2019. It constitut-
ed 93% of the country’s average salary in 2019.¢ Giv-
en Georgia's unemployment rate of 16.4% in 2023,”
informal or complementary employment in wine-
making makes a difference in rural areas. The size
of Georgia’s informal economy is estimated to be
46.5% of GDP/® which represents $40.4 billion at
the GDP (PPP) level. While the nominal 2023 GDP
of Georgia in current prices was $30.5 billion, it was

15 International Trade Administration. (2023). Agricultural
Sector. Georgia — Country Commercial Guide. <https://
www.trade.gov/country-commercial-guides/geor-
gia-agricultural-sector> [Last Access 10.10.2024].

16 Georgia Today. (2021). Wine Production Sector in Geor-
gia.  <https://georgiatoday.ge/wine-production-sec-
tor-in-georgia/#:~:text=The%20wine%20produc-
tion%20sector%20in,CAGR%200f%2012.1%25%20
was%20reported> [Last Access 10.10.2024].

17 National Statistics Office of Georgia. (2024b). Unemploy-
ment, percentage and Labor Force Indicators by Regions.
Employment and Unemployment. <https://www.geo-
stat.ge/en/modules/categories/683/Employment-Un-
employment> [Last Access 10.10.2024].

18 World Economics. (2024). Georgia’s Informal Econo-
my Size. <https://www.worldeconomics.com/Infor-
mal-Economy/Georgia.aspx> [Last Access 10.10.2024].
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GRAPH 4. GRAPE PRODUCTION AND GOVERNMENT SPENDING ON THE WINE SECTOR
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more than double, $86.8 billion, accounting for pur-
chasing power parity (PPP), which makes this indi-
cator comparable across countries.”

STATE PROMOTION AND SUBSIDIES
OF WINEMAKING

The National Wine Agency (NWA) of Georgia
implements an extensive program to promote
Georgia’'s winemaking. The state budget of this
program in 2024 was set at 16 million GEL (or
almost $6 million), which is 2 million GEL ($740
thousand) higher than the figure for 2023.2° The
NWA does not promote wine exports to Russia,
which are already extensive. It prioritizes mar-
keting Georgian wine in the USA, Great Britain,
Germany, Poland, the Baltic states, China, South
Korea, and Japan. In these countries, the con-

19 International Monetary Fund. (2024). Georgia. World
Economic Outlook Database. <https://www.imf.org/
en/Publications/WEQO/weo-database/2024/April/
weo-report?c=915,&s=NGDP_RPCH,NGDPD,PPPGD-
P.NGDPDPC,PPPPC,PCPIPCH,&sy=2022&ey=2029&ss-
m=0&scsm=1&scc=0&ssd=1&ssc=0&sic=0&sort=coun-
try&ds=.&br=1> [Last Access 10.10.2024].

20 National Wine Agency. (2024). Promotion of Geor-
gian wine on international markets will become

more active in 2024. News. <https://wine.gov.ge/
En/News/37081> [Last Access 10.10.2024].
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tractor companies of the NWA hold a variety of
events to increase the export potential of Geor-
gian wine. Wine exhibitions, festivals, and other
events are also held throughout Georgia to raise
the potential of the wine industry and wine-re-
lated tourism in the domestic and international
markets.

Furthermore, the Government of Georgia sup-
ports national winemaking through two types of
subsidies. Direct subsidies entail cash payments
to producers per kilogram of grapes. As for indi-
rect subsidies, they encourage state-owned com-
panies to purchase grapes from farmers. After a
temporary decline of the subsidiary scheme in
2017-2019, spending on the wine sector resumed
with a new force in 2020 (Graph 4). In 2021, the gov-
ernment’s spending on the wine sector increased
by 44%, compared to 2020, with the largest share
(90%) going to grape subsidies.” In 2022, the gov-
ernment continued to subsidize the grape harvest,
allocating about 150 million GEL ($54.2 million) for
this purpose and emphasizing the purchase and
processing of specific grape varieties from the Ka-

21 Gelashvili, S., Deisadze S., Seturidze E. (2022).
An Overview of the Georgian Wine Sector: Poli-

cy Brief, Free Network. <https://freepolicybriefs.
org/2022/11/21/overview-georgia-wine-sector/>

[Last Access 10.10.2024].
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kheti region (see Graph 4).223

Some analysts question the effectiveness of
direct subsidies to producers of grapes. The sig-
nificance of the promotion of Georgian wine ex-
ports suggests the need to prioritize subsidizing
the marketing of wine in foreign markets to help
winemakers enter international trade networks,
especially in European and other strategic coun-
tries.? Other proposals for useful government
interventions include ensuring producers’ adher-
ence to food safety standards to improve the qual-
ity of grapes and wine and providing high-quality
extension services, including advice and techni-
cal support, to benefit the sustainable, long-term
growth of the wine sector.®

FOOD AND WINE TOURISM

Wine-related tourism is not a modern phe-
nomenon. There is evidence of wine tourism in
ancient Egypt, Greece, and China going back to
the Tang dynasty (618-907 AD) (This Day in Wine
History, 2022). The modern wine tourism industry
is believed to have been born in California in the
1970s. Mondavi Winery was one of the first winer-
ies to welcome guests for tastings, launching the
popularity of winery tours in the USA. In the 1980s,
wine tourism spread outside the Americas to be-

22 Georgia.to. (2024). Government Policy in the Geor-
gian Wine Sector. <https://georgia.to/govern-
ment-policy-in-georgian-wine-sector/> [Last Ac-
cess 10.10.2024].

23 Gelashvili, S., Deisadze S., Seturidze E. (2022).
An Overview of the Georgian Wine Sector: Poli-
cy Brief, Free Network. <https://freepolicybriefs.

org/2022/11/21/overview-georgia-wine-sector/>
[Last Access 10.10.2024].

24 Jmukhadze, N. (2022). The Role and Influence of
Wine Export on the Economic Growth of Georgia.
Forbes. <https://forbes.ge/en/ghvinis-eqspor-
tis-roli-da-gavlena-saqarthvelos-ekonomikur-zr-
daze/> [Last Access 10.10.2024].

25 Deisadze, S., Gelashvili S., Katsia I. (2020). To Sub-
sidize or Not to Subsidize Georgia’s Wine Sector?
ISET Economist Blog. To Subsidize or Not to Subsi-
dize Georgia’'s Wine Sector? (iset-pi.ge) [Last Access
10.10.2024].

26 This Day in Wine History. (2022). History of Wine
Tourlsm |n the AnC|ent World. <https chlsday—

the- anaent—world /> [Last Access 10.10.2024].
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come common in ltaly, France, South Africa, and
other countries.

The United Nations World Tourism Organiza-
tion (UNWTO) held its 1t Global Conference on
Wine Tourism in Kakheti, Georgia, in September
2016. This inaugural event attracted more than
200 participants from almost 50 countries.” The
latest, 7" UNWTO Global Conference on Wine
Tourism took place in November 2023 in Spain’s
winemaking region La Rioja under the theme of
“Inclusive, sustainable and digital wine tourism:
Building stronger territorial cohesion”. The con-
ference aimed to identify ways to make wine tour-
ism an enabler of a more sustainable, inclusive,
and resilient future for communities.?®

The section on wine and food of the 2018 strat-
egy of the Georgian National Tourism Administra-
tion blended the themes of the country’s cultural
heritage and unique wine and cuisine. It called for
the promotion of Georgia as “the Cradle of Wine”,
identification of wine routes/trails in the Kakheti
and Imereti regions, and the development of wine
- and food-related services and festivities. To dif-
ferentiate Georgia from competitor destinations,
the strategy proposed aspiring for an “emotional
connection” with the country’s visitors/tourists
around authentic, engaging, and unique experi-
ences.”

Following the inevitable decline of Georgia’s
tourism industry as well as the entire economy
during the COVID-19 pandemic,®* also known as
the coronomic crisis,”" the years 2022 and 2023

27 UN Tourism. (2016). 1t UNWTO Global Conference
on Wine Tourism. <https://www.unwto.org/ar-
chive/global/event/1st-unwto-global-confer-
ence-wine-tourism> [Last Access 10.10.2024].

28 UN Tourism. (2023). 7t UNWTO Global Conference
on Wine Tourism._<https://www.unwto.org/7-UN-
WTO-Global-Conference-Wine-Tourism> [Last Ac-
cess 10.10.2024].

29  Municipal Development Fund of Georgia. (2018).
Marketing, branding, and promotional strategy for
Georgia, Part Il - Strategy (pp. 31-72). RFP No.: IBRD/
IDA/RDPII/CS/QCBS/03-2017.

30 Charaia, V., Lashkhi, M. (2022). Foreign direct invest-
ments during the coronomic crisis and armed con-
flict in the neighbourhood, Case of Georgia. Glo-
balization and Business, 7(13), pp. 51-56. <https://
eugb.ge/index.php/111/article/view /17> [Last Ac-
cess 10.10.2024].

31 Papava, V., Charaia, V. (2020). The coronomic cri-
sis and some challenges for the Georgian econo-
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GRAPH 5. DISTRIBUTION OF THE NUMBER OF VISITS MADE BY INBOUND VISITORS BY THE

COUNTRY OF CITIZENSHIP
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saw an impressive recovery. In 2023, revenues
from international tourism exceeded the 2019 lev-
el by 26.2% or $856.7 million and the 2022 data by
17.3% or $608.7 million. In 2023, 71 million interna-
tional travelers visited Georgia, which amounted
to a 75.6% recovery in numbers from the pre-pan-
demic period. As a result, the country received a
record $4.1 billion in tourism revenue.

The largest number of visitors (1.2 million)
in 2023 was from Russia, amounting to 23.2% of
the total number of visitors, followed by Turkey
(21.4%) and Armenia (13.5%). Correspondingly, the
citizens of Russia, Turkey, and Armenia made the
most visits (Graph 5).333

ISRAEL

AZERBAIJAN IRAN OTHER COUNTRIES

UKRAINE EU MEMBER

COUNTRIES

@R 2023 YEAR

The expenditures during the 2023 visits were
20.5% higher compared to the previous year’s re-
cord.® For this paper, it is important to highlight
the share of food and drinks in the overall ex-
penditures. In 2022, the largest share of visitors’
expenditures was registered on served food and
drinks (33.2% of total expenses) and accommo-
dation (31% of total expenses).®® “Tasting local
cuisine and wine” was one of the most popular
tourist activities - the second only after shopping
-in 2022 (Graph 6¥). In 2023, the share of food and
drinks decreased to 21.6%, while accommodation
and shopping were the main expenditure catego-
ries (Graph 7).

my. GFSIS, Expert Opinion, (136). <https://papers.
ssrn.com/sol3/papers.cfm?abstract_id=3572124>
[Last Access 10.10.2024].

32 Georgia National Tourism Administration. (2024).
Record $4.1 billion in tourism revenue and 71
million international travelers - 2023 statistics.
<https://gnta.ge/ge/2023-statistics-info/?fb-

clid=IwAR3xDOboFcMaTR_L3jKrhwz_ WQOGN_Eb-

470BaB0gQ6wMdePxx648hU2GFa4> [Last Access
10.10.2024].

33 National Statistics Office of Georgia. (2024c). In-
bound Tourism Statistics in Georgia (pp. 4-9).
<https://www.geostat.ge/media/59934/In-

bound-Tourism-Statistics---%282023-year%29.
pdf> [Last Access 10.10.2024].

34  National Statistics Office of Georgia. (2024c). In-
bound Tourism Statistics in Georgia (pp. 4-9).
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<https://www.geostat.ge/media/59934/In-

bound-Tourism-Statistics---%282023-year%29.
pdf> [Last Access 10.10.2024].

35 Ibid.

36 Georgian National Tourism Administration. (2023).
Georgian Tourism in Figures: Structure and Indus-
try Data 2022 (pp. 8-23). <https://gnta.ge/wp-con-

tent/uploads/2023/09/2022-eng-1.pdf> [Last Ac-
cess 10.10.2024].

37 Georgian National Tourism Administration. (2023).
Georgian Tourism in Figures: Structure and Indus-
try Data 2022 (pp. 8-23). <https://gnta.ge/wp-con-

tent/uploads/2023/09/2022-eng-1.pdf> [Last Ac-
cess 10.10.2024].

38  National Statistics Office of Georgia. (2024c). In-
bound Tourism Statistics in Georgia (pp. 4-9).

<https://www.geostat.ge/media/59934/In-
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GRAPH 6. POPULAR TOURIST ACTIVITIES
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How important is the tourism sector for the
economy? Worldwide, in 2022, the Travel and Tour-
ism sector contributed 7.6% to global GDP, consti-
tuting an increase of 22% from 2021, though 23%
below the 2019 pre-pandemic level.* In the same

bound-Tourism-Statistics---%282023-year%29.
pdf> [Last Access 10.10.2024].

39  World Travel and Tourism Council. (2023). Global
Travel & Tourism Catapults into 2023 Says WTTC,

Economic Impact Research. <https://wttc.org/
news-article/global-travel-and-tourism-cata-
pults-into-2023-says-wttcH:~:text=A%20lo0k%20
back%200n%20last%20year&text=This%20re-

covery%20represented%207.6%25%200f,GDP%20
contribution%200f%20%247.7TN> [Last Access

year in Georgia, the added value of tourism-relat-
ed industries as a share of GDP increased from
6.7% to 7.2%. More than 20% of this value was
driven by food and beverage services.”® In 2023,
the world’s Travel and Tourism sector contributed
9.1% to the global GDP and added 27 million new
jobs.*

10.10.2024].

40  Georgian National Tourism Administration. (2023).
Georgian Tourism in Figures: Structure and Indus-
try Data 2022 (pp. 8-23). <https://gnta.ge/wp-con-

tent/uploads/2023/09/2022-eng-1.pdf> [Last Ac-
cess 10.10.2024].

41 World Travel and Tourism Council. (2023). Global

GRAPH 7. DISTRIBUTION OF THE EXPENDITURE SPENT BY INBOUND VISITORS BY EXPENDITURE

CATEGORIES IN 2023*

EXPENDITURE (MILLION % AVERAGE EXPENDITURE
usD) PER VISIT (USD)
ACCOMMODATION 1793 36.4 291
SHOPPING 1152 23.4 186
FOODS AND DRINKS 1065 21.3 172
HOLIDAY, LEISURE, RECREATION, CULTURE 495 10 80
AND SPORTING ACTIVITIES
LOCAL TRANSPORT 359 73 58
OTHER EXPENDITURES 62 13 10
TOTAL EXPENDITURE 4945 100 797

Source: National Statistics Office of Georgia.
*Official average exchange rate for 2023 was taken at 1S = 2.6279 GEL
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Wine-related tourism is essential for the de-
velopment of winemaking regions of Georgia to
support well-established and also startup com-
panies as well as households. In 2023, the visits
to the wine-making regions of Kakheti, Imereti,
Samtske-Javakheti, and Kvemo Kartli comprised
20% of the total visits to Georgia.*? The abili-
ty to sell wine directly to consumers in wineries
plays a critical role in the growth and develop-
ment of Georgia’s beverage industry as well as
the advancement of local communities. Many
rural producers in Georgia do not have distribu-
tion contracts enabling them to retail their wine.
Therefore, the openness of their establishments
for visitation, which typically includes tours, tast-
ings, and opportunities to purchase beverages, is
indispensable.®

Given a dramatic increase in the number of
wineries registering for commercial production -
from 80 in 2006 to an estimated 2,400 in 2023%
- these wineries can serve as the lifeblood of re-
gional tourism and the rural economy. Close to
one-half of the Georgian population is still em-
ployed in agriculture, while this sector accounted
for 7-8% of GDP in 2014-2023, and 98% of farm

Travel & Tourism Catapults into 2023 Says WTTC,
Economic Impact Research. <https://wttc.org/

news-article/global-travel-and-tourism-cata-
pults-into-2023-says-wttc:~:text=A%20lo0k%20
back%200n%20last%20year&text=This%20re-
covery%20represented%207.6%25%200f,GDP%20
contribution%200f%20%247.7TN> [Last Access
10.10.2024].

42 National Statistics Office of Georgia. (2024c). In-
bound Tourism Statistics in Georgia (pp. 4-9).
<https://www.geostat.ge/media/59934/In-

bound-Tourism-Statistics---%282023-year%29.
pdf> [Last Access 10.10.2024].

43 University of Georgia Extension. (2024). Georgia’s
Alcoholic Beverage Industry 2024 Outlook. <https://
extension.uga.edu/publications/detail.htm-
[2number=AP130-2-15&title=georgias-alcohol-

ic-beverage-industry-2024-outlook> [Last Access
10.10.2024].

44 Tsereteli, M. (2024). Georgian Wine and its Narrative
Drive Development. The Central Asia - Uncorking
Georgia’s Wine Boom: A Statistical Deep Dive and
Exploring Key Regions. 8Wines. <https://www.ca-
cianalyst.org/publications/analytical-articles/

item/13548-georgian-wine-and-> [Last Access
10.10.2024].

45  International Trade Administration. (2023). Ag-
ricultural Sector. Georgia — Country Commercial
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workers are considered self-employed practicing
subsistence agriculture.® Since human capital in
the rural economy remains largely untapped, it
can be mobilized to participate in both winemak-
ing and wine and food tourism offerings.

OVERALL IMPACT OF WINEMAKING
AND WINE TOURISM

If we consider only direct statistics on Geor-
gia’s winemaking, the impact of this sector ap-
pears moderate, if not small. Because mountains
occupy 65% of Georgia’s territory,” opportunities
for large-scale agriculture are limited, and small-
scale village-type farming and winemaking are
predominant. Even though wine exports in Geor-
gia have been growing, they comprised only 5.5%
of the country’s total exports in January-june
2024 They also do not contribute much to the
country’s GDP: 0.85% or about 1.50%, if consider-
ing spirituous beverages, according to the 2023
statistics** “Agriculture, forestry, and fishing” - a
category that includes vine-growing — added only
6.9% to the GDP (Graph 8¥), and winemaking is
subsidized by the government.

However, it is important to look beyond cur-
rent data about the formal economy and focus on
trends and potential, also with the help of mod-

Guide. <https://www.trade.gov/country-commer-

cial-guides/georgia-agricultural-sector> [Last Ac-
cess 10.10.2024].

46 FAO. (2024). Georgia at a Glance. FAO in Georgia,
Food and Agriculture Organization of the Unit-
ed Nations. <https://www.fao.org/georgia/pro-
grammes-and-projects/georgia-at-a-glance/
en/> [Last Access 10.10.2024].

47 UN. (2020). Building the resilience of moun-
tain communities in the face of crisis. Unit-
ed Nations: Georgia. <https://georgia.un.org/
en/104787-building-resilience-mountain-com-

munities-face-crisis> [Last Access 10.10.2024].

48 National Statistics Office of Georgia. (2024a). Ex-
ports by commodity groups (HS 2 digit level) in
2015-2024, export. <https://www.geostat.ge/en/

modules/categories/637/export> [Last Access
10.10.2024].

49  National Statistics Office of Georgia. (2024d). GDP
at current prices, billion GEL. Gross Domestic Prod-
uct (GDP). <https://www.geostat.ge/en/modules/

categories/23/gross-domestic-product-gdp>
[Last Access 10.10.2024].
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GRAPH 8. GDP STRUCTURE 2023, %

Other sectors 30.7 %

Information and
communication 5.9 %

Transportation and storage 6.2 %

Public administration and
defence; compulsory
social security 6.9 %

Source: National Statistics Office of Georgia.

ern financial technologies.®® 5" Wine was the sec-
ond most exported commodity in Georgia in both
2023 and the first half of 2024. The rank of wine
in Georgia’s exports had increased compared to
2018 when the wine industry was the fifth-largest
export generator for the country.>® The share of
wine exports in Georgia’s GDP has been growing

50 Lashkhi, M., Charaia, V., Boyarchuk, A., Ebralidze, L.
(2022). The Impact of Fintech on Financial Institu-
tions: The Case of Georgia. TalTech Journal of Eu-
ropean Studies, 12(2), pp. 20-42. <https://intapi.

sciendo.com/pdf/10.2478 / bjes-2022-0010> [Last
Access 10.10.2024].

51 Lashkhi, M., Ogbaidze, S., Lashkhi, M., Charaia, V.
(2022). Startup access to finance in Georgia and in-
ternational experience. <https://ekonomisti.tsu.

ge/?cat=nomer&leng=eng&adgi=692> [Last Ac-
cess 10.10.2024].

52 National Statistics Office of Georgia. (2024a). Ex-
ports by commodity groups (HS 2 digit level) in
2015-2024, Export. <https://www.geostat.ge/en/

modules/categories/637/export> [Last Access
10.10.2024].

o Calculated by authors from the data of the National
Statistics Office of Georgia.

53 Tsereteli, M. (2024). Georgian Wine and its Narrative
Drive Development. The Central Asia - Uncorking
Georgia’s Wine Boom: A Statistical Deep Dive and
Exploring Key Regions. 8Wines.
<https://www.cacianalyst.org/publications/ana-

lytical-articles/item/13548-georgian-wine-and->
[Last Access 10.10.2024].
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Wholesale and retail trade;
repair of motor vehicles
and motorcycles 15.6 %

A/ Real estate activities 10.2 %

~~ Manufacturing 9.5 %

Construction 7.9 %

Agriculture, forestry and
fishing 6.9 %

along with the GDP growth,* and it is increasingly
important for regional development in terms of
both economic growth and employment. It is also
notable that detailed statistics on GDP reflect the
formal economy, whereas data on the informal
economy is scarce, thus underrepresenting trends
in village-type winemaking.

Compared to other major commodity po-
sitions, such as “motor cars” and “ferroalloys”,
winemaking has greater potential. Georgia does
not produce cars but rather reexports them,* the
country’s mining industry has been in decline
since Georgia’s independence from the Soviet
Union, and the ferroalloys market has experienced
a crisis.’® Wine is a more promising export option
than the alternatives, considering the country’s

54  Jmukhadze, N. (2022). The Role and Influence of
Wine Export on the Economic Growth of Georgia.
Forbes.  <https://forbes.ge/en/ghvinis-egspor-

tis-roli-da-gavlena-saqgarthvelos-ekonomi-
kur-zrdaze/> [Last Access 10.10.2024].

55  Market Entry Georgia. (2024). Automotive — Market
Research. Tbhilisi. <https://www.marketentry.ge/
automotive#:~:text=In%20Georgia%20cars%20

are%20mostly,is%20not%20producing%20
cars%20itself> [Last Access 10.10.2024].

56 Gabritchidze, N. (2023). Georgian miners strike as
company cites global market crisis. Eurasianet.
<https://eurasianet.org/georgian-miners-strike-

as-company-cites-global-market-crisis> [Last Ac-
cess 10.10.2024].

3QMOdXNBIBNY VS 60BBILN #18, 2024




RESEARCH ON THE GLOBAL SOCIO-ECONOMIC AND BUSINESS ENVIRONMENT

EXHIBIT 1. WHAT’'S WINE WORTH? 2022 CALIFORNIA ECONOMIC IMPACT STUDY

WINE JOBS ANNUAL WAGES | TOURISM | TOURIST EXPENDITURES | TOTAL TAXES | FEDERAL TAXES | STATE AND LOCAL
PRODUCERS (BLNS) VISITS (BLN'S) (BLN $) (BLN S) TAXES (BLN $)
4795 ?;,3 32.05 25215 863 8.56 8.45 5.42 3.03
Total Impact - 8812 billion USD

Source: The National Association of American Wineries.

climate, terrain, and soil; culture and long his-
tory of winemaking; and economic performance
and prospects. Moreover, past manufacturing and
mining showed negative environmental impacts
that would contradict interest in marketing Geor-
gia as a beautiful place and a “Cradle of Wine”.

Learning from the world’s top winemaking re-
gions, the wine industry not only contributes sig-
nificantly to the export and GDP but also provides
a multiplier effect on the economy. This point can
be proven by the example of California, which is
known as “the world’s great wine state”, accounts
for 87% of US wine production and, if it were an
independent nation, would be the world’s fourth
wine-producing country behind Italy, France, and
Spain.” California’s wine industry generates close
to $88.12 billion in total economic activity that
embraces farming, banking, accounting, manu-
facturing, packaging, transportation, printing, and
advertising. It directly employs as many as 256
thousand people; creates an additional 116 thou-
sand jobs in supplier and ancillary industries; and
produces $8.45 billion in tax revenues on the lo-
cal, state, and national levels (Exhibit 1).58%

The 2022 economic impact study of California’s
wine industry also corroborates a strong linkage
between winemaking and tourism. California’s
“wine country” generates more than 25 million

57  Hellibrand GORI. (2024). California - Vineyard of the
Americas. About-California.com, Explore the World's
Top Wine Regions. <https://about-california.
com/wines.htm#:~:text=California%20%2D %20
Vineyard%200f%20the%20Americas,87%25%20

0f%20US%20wine%20production> [Last Access
10.10.2024].

58 The National Association of American Winer-
ies. (2023). California Economic Impact Study

2022. <https://wineamerica.org/economic-im-
act-study/california-wine-industry/#:~:tex-

1=2022,the%20American%20economy%20in%20
2022> [Last Access 10.10.2024].

59 Ibid.
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tourist visits and $8.56 billion in annual tourism
expenditures, benefiting local economies and tax
bases.® This evidence brings us to a brief discus-
sion of the overall impact of Georgia's tourism
sector.

As noted above, in 2022, Georgia received $3.5
billion from incoming tourism, and the share of
tourism in Georgia’s GDP was 7.2% - almost on par
with the worldwide 7.6% contribution of the Trav-
el and Tourism sector to the global GDP.*' In 2023,
revenue from tourism increased to $4.1 billion,%
which amounted to 13.4% of the $30.5 billion GDP.®
The 13.4% figure was higher than the 91% contri-
bution of the world’s Travel and Tourism sector to
the global GDP in 2023.% Before the COVID-19 pan-
demic in 2019, the Georgian travel and tourism in-
dustry represented 25% of the total GDP, and this
industry supported 482 thousand jobs (equivalent
to more than one in every four jobs). The com-

60 Ibid.

61 Georgian National Tourism Administration. (2023).
Georgian Tourism in Figures: Structure and Indus-
try Data 2022 (pp. 8-23). <https://gnta.ge/wp-con-

tent/uploads/2023/09/2022-eng-1.pdf> [Last Ac-
cess 10.10.2024].

62 Georgian National Tourism Administration. (2023).
Georgian Tourism in Figures: Structure and Indus-
try Data 2022 (pp. 8-23). <https://gnta.ge/wp-con-

tent/uploads/2023/09/2022-eng-1.pdf> [Last Ac-
cess 10.10.2024].

63  National Statistics Office of Georgia. (2024d). GDP
at current prices, billion GEL. Gross Domestic Prod-
uct (GDP). <https://www.geostat.ge/en/modules/

categories/23/gross-domestic-product-gdp>
[Last Access 10.10.2024].

64  World Travel and Tourism Council. (2024). World
Economic Impact Report. <https://researchhub.

wttc.org/product/world-economic-impact-re-
port> [Last Access 10.10.2024].

65 Tourism Economics. (2021). Data and Digital Plat-
forms: Driving the Tourism Recovery in Georgia,
an Oxford Economics Company. <https://s3.ama-
zonaws.com/tourism-economics/craft/Google

77




NATALIA DINELLO, VAKHTANG CHARAIA

parison of the 2023 and 2019 data suggests that
Georgia’s tourism has not yet fully recovered from
the economic crisis caused by a health emergency
and that the upward trend in the advancement of
this sector is likely to continue.

Considering 71 million visitors to Georgia in
2023,%, the average country’s revenue per visitor
in the same year was $577.¥ For comparison, in
France, the country with the highest number of in-
ternational tourist arrivals worldwide, the average
revenue per visitor in 2023% - the year that saw a
record number of arrivals at 100 million® and a
record revenue of €69 billion or $75 billion - was
$750*** Thus, even though Georgia is a much less
known tourist destination than France, the coun-
try’s capacity to generate revenue from tourism is
substantial in relative terms.

While the added value of Georgia’s tourism
as a share of GDP increased in 2022 compared to
2021, more than 20% of this value was driven by
food and beverage services.”” Although the share
of food and drinks decreased to third place in the
visitors’ expenditures in 2023, compared to 2022,

Georgia_Final.pdf> [Last Access 10.10.2024].

66  Georgia National Tourism Administration. (2024).
Record $4.1 billion in tourism revenue and 71
million international travelers - 2023 statistics.
<https://gnta.ge/ge/2023-statistics-info/?fb-

clid=IwAR3xDOboFcMaTR_L3jKrhwz_WQOGN_Eb-

470BaB0gQ6wMdePxx648hU2GFa4> [Last Access
10.10.2024].

67 Ibid.

68 Statista. (2024). Number of international tourist ar-
rivals in France from 2010 to 2023. <https://www.
statista.com/statistics/436543/number-of-in-
bound-overnight-visits-france/#:~:text=The%20
number%200f%20international%20tourist,-

by%20the%20destination%20to%20date> [Last
Access 10.10.2024].

69 UN Tourism. (2024). World Tourism Barome-
ter. <https://pre-webunwto.s3.eu-west-1.ama-
zonaws.com/s3fs-public/2024-06/Barom_PPT
May_2024.pdf?Versionld=U7062HatlG4eNA].
wcmuQGTPMC]jK.Yss> [Last Access 10.10.2024].
Calculated by authors using the average exchange
rate in 2023 of Euro to USD of 1.0824 USD. Exchang-
eRates.org.UK. Euro to US Dollar Spot Exchange
Rates for 2023 [Last Access 26.07.2024].
70  Georgian National Tourism Administration. (2023).
Georgian Tourism in Figures: Structure and Indus-
try Data 2022 (pp. 8-23). <https://gnta.ge/wp-con-

tent/uploads/2023/09/2022-eng-1.pdf> [Last Ac-
cess 10.10.2024].
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when this share occupied the top position, “tast-
ing local cuisine and wine” remains one of the
most popular tourist activities. This reveals the
cross-fertilization of winemaking and food and
wine tourism, which especially benefits winemak-
ing regions of Georgia, increases awareness of the
country across the world and boosts its economic
and social development.

In the international context, as well as in Geor-
gia, winemaking can generate secondary eco-
nomic activity. Winemaking is closely linked with
major sectors of the economy: agriculture (grape
growing), wine production (grape processing into
wine and other alcoholic drinks), transportation
(of grapes and wine), marketing of wine, and busi-
nesses associated with wine and food tourism
(hotels, restaurants, events planning, supermar-
kets, and shops). Reversely, tourism affects and
bolsters other sectors of the economy. In 2018,
before the COVID-19 pandemic, 31.3% of Georgia’s
GDP depended on the travel and tourism industry,
including parks and transportation.”

Investment in winemaking and food and wine
tourism can thus stimulate most of the Georgian
economy - both urban and rural. As labor-inten-
sive sectors, these sectors generate jobs, revenue,
and taxes directly, as well as through ancillary in-
dustries and services. Georgia’s strong economic
performance in 2021 and 2022, which the Interna-
tional Monetary Fund attributed to tourism reve-
nues and a surge in war-related immigration and
financial inflows, suggests sound business and
investment conditions, favorably comparing the
country to its regional peers Georgia's investment
attractiveness,” the high rank of wine in exports,
and the closeness of tourism-related indicators to
global averages reinforce the centrality of wine-
making and wine tourism in the country’s econ-
omy.

71 Quinn, C. (2020). The Tourism Industry Is in Trouble.
These Countries Will Suffer the Most. Foreign Policy.
<https://foreignpolicy.com/2020/04/01/corona-

virus-tourism-industry-worst-hit-countries-info-
graphic/> [Last Access 10.10.2024].

72 Charaia, V., Chochia, A., & Lashkhi, M. (2020). The
impact of FDI on economic development: The
Case of Georgia. TalTech Journal of European Stud-
ies, 10(2), pp. 96-116. <https://intapi.sciendo.

com/pdf/10.1515/bjes-2020-0017> [Last Access
10.10.2024].
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Given Georgia’s 8,000-year history of wine-
making, the existence of more than 500 varieties
of indigenous grapes, and distinctive traditional
methods of wine production, the potential of the
country’s wine industry is above the global av-
erage. Similarly, the potential of Georgia’s wine
tourism is way above average. Wine tasting can
be effectively combined with learning about the
unique Georgian culture of hospitality and enjoy-
ing a rich and diverse natural landscape, as the
country is blessed with majestic mountains, ex-
ceptional valleys, and a remarkable seaside.

Furthermore, there are indications that wine-
making can be more profitable in Georgia relative
to other sectors of the economy and international
competitors. ATBC Capital survey of large - to me-
dium-size Georgian wineries revealed high finan-
cial returns—about twice the average for Georgian
businesses in general.”? According to EBIT Group, a
financial consulting company, both net profit mar-
gin and return on equity are significantly higher for
Georgian wine-producing companies compared to
US winemakers.” Highlighting the reality and the
potential of winemaking in Georgia, these assess-
ments suggest its business priority for the country
and its role as the engine of economic growth.

The ancient Georgian deity of wine, Aguna, is
the god of vineyard fertility and crop prosperity.”
Amplified by a quintessentially Georgian attitude
that “every guest is a gift from God”, a blend of
winemaking and wine tourism offers the country
a promise of economic prosperity, even though
much is still to be done to gain Georgia’s recogni-
tion as a producer of the world’s best wines and a
top tourist destination.

73 Veseth, M. (2020). Anatomy of Georgia’s Wine Export

Surge. The Wine Economist. <https://wineecon-

omist.com/2020/12/08/ghvino/> [Last Access
10.10.2024].

74 Georgia Today. (2021). Wine Production Sector in
Georgla <htt )s://geor |atoda e/wine-pro-

W|ne%ZOQroductmn%ZOsector%zoln,CAGR%z

0f%2012.1%25%20was%20reported> [Last Access
10.10.2024].

75 Mamardashvili, G. (2022). Georgia, the Cradle of
Wine. Georgian Folklore Magazine, Journal No.l.

<https ngofolk ge[enZartlcle[sagartvelo——gh—

(o}
gian%20deity @ZOof,Gu ria%20and%20Lechkhu-
mi)%20until%20recently> [Last Access 10.10.2024].
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CONCLUSION

Winemaking is central to Georgia’'s cultural
identity and social life, but its direct econom-
ic contribution appears moderate: wine exports
account for a small percentage of GDP, and the
formal wine industry employs a relatively small
portion of the workforce. However, considering
indirect impacts and future potential, wine is a
significant driver of the national economy and re-
gional development:

e Importance beyond statistics: wine pro-
duction is crucial for rural communities,
offering employment and income security;
the informal wine economy is substantial.

e Growth potential: wine exports are increas-
ing, and Georgia has a competitive advan-
tage due to its unique grape varieties, cli-
mate, and winemaking traditions.

e Multiplier effect: winemaking is linked to
other sectors like agriculture, tourism, and
transportation, stimulating overall eco-
nomic activity.

e Tourism synergy: wine tourism is a major
driver for regional economies, attracting
visitors and boosting revenue from food
and beverage services.

Georgia’s future economic development can
significantly benefit from investing in and pro-
moting both winemaking and wine tourism. By
leveraging its unique heritage and fostering a
thriving wine industry, Georgia can attract invest-
ment, create jobs, and enhance its reputation as
a global tourist destination, similar to the case of
US wine industry centers.
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