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INTRODUCTION
BACKGROUND AND OBJECTIVES OF THE ASSESSMENT

Georgian Farmers’ Association (GFA) has conducted an assessment of value chain (VC) of dairy
production in Georgia under LoA between Food and Agriculture Organization of the United
Nations (FAO) and Center for Agribusiness and Rural Development (CARD) of Armenia for
provision of “Support to local private sector in Armenia and Georgia on their engagement in SDG
implementation with a focus on Food security and nutrition”.
The global objective of the study was conducting a baseline assessment of dairy sector in Georgia,
with a specific attention to the regions where cattle breeding is the main agricultural activity of
households/farms (particularly Kvemo Kartli, Imereti, Samtskhe-Javakheti, Samegrelo and Zemo
Svaneti). The assessment also meant identification, prioritization and feasibility assessment of
specific needs for sector development. The report also included a thorough analysis of supporting
services and regulations affecting the value chain operations.
The structure of the study is in the full compliance with the proposed ToR included in the Service
Contract between CARD and GFA dated on 15.02.2018.
METHODOLOGY

In order to analyze the dairy sector in Georgia, the team has used secondary as well as primary
data.
The team has conducted meetings and individual surveys with the following stakeholders:












Association of Commercial Milk Producers
In total, 50 dairy farmers from Kvemo Kartli, Imereti, Samtskhe-Javakheti, Samegrelo and
Zemo Svaneti
10 milk processors including Sante
8 service providers, including Roqi, Kartlisi, Lomtagora
Number of commercial banks and microfinance organizations issuing agricultural loans,
including Bank of Georgia, TBC Bank, MFO Crystal, Credo Bank
ISET-PI, Agriculture Policy Research Center (APRC)
Georgian Institute of Public Affairs (GIPA), Georgian Rural Development Department
National Food Agency (NFA)
Agricultural Projects’ Management Agency (APMA)
Ministry of Environment Protection and Agriculture of Georgia
Ministry of Economy and Sustainable Development of Georgia

The secondary data was collected from the following sources:





National Statistics Office of Georgia (GEOSTAT)
FAO statistics
Reports of similar studies available to GFA
Other reports providing information on state regulations, including laws, standards, etc.

FLW AND LINKAGES WITH SDGs

The issue of Food Loss and Waste (FLW) is of high importance in the efforts to combat hunger,
raise income and improve food security. In Georgia FLW has never been investigated at national
level and there is no policy, act or regulation addressing this issue.
Food losses have an impact on food security for poor people, on food quality and safety, on
economic development and on the environment. The exact causes of food losses vary throughout
the world and are very much dependent on the specific conditions and local situation in a given
country. In broad terms, food losses are influenced by crop production choices and patterns,
internal infrastructure and capacity, marketing chains and channels for distribution, and consumer
purchasing and food use practices.
Food losses have a direct and negative impact on the income of both farmers and consumers. Given
that many smallholders live on the margins of food insecurity, a reduction in food losses could
have an immediate and significant positive impact on their livelihoods. For poor consumers (food
insecure or at-risk households), the priority is clearly to have access to food products that are
nutritious, safe and affordable.
Food loss is mainly caused by the mal-functioning of the food production and supply system or its
institutional and legal framework. FLW is also one of the main challenges in dairy sector
worldwide. For instance, in Europe 29 million tons of dairy products are lost or wasted every year.
As for Georgia, there is a lack of national statistics data on FLW in Georgia which hinders
implementation of SDG 12.
FLW and other constraints existing in dairy sector in Georgia, impede the sector development and
affect negatively the achievement of the SDGs: poverty remains on a high level among rural
population (SDG 1) food security is still one of the main problems in the country (SDG 2), and
partnerships between public and private sector needs to be strengthened (SDG 17).
According to recent observations made by experts on FLW, there are also other reasons why food
loss is a problem among Georgian farmers:
 Lack of awareness among farmers and processors on Good Agricultural Practices (GAP),
good handling practices and post-harvest management skills.
 Lack of knowledge among Farm Service Centers (FSC) on new technologies coupled with
lack of access to modern technology.
 Lack of professionals and technical personnel on postharvest technology and handling of
perishable food commodities.
 Farmers lack preparedness to manage the effects of unexpected and drastic change of
temperature and climate.
 Lack of efficient market linkages
 Lack of proper packaging materials at farm level
 Lack of regulated and functioning cold chain and storage and warehouse facilities.

During the meetings with different stakeholders and experts, assessment team proposes the
following recommendations on FLW reduction:
 Awareness raising on the impact of, and solutions for food loss and waste
 Collaboration and coordination of world-wide initiatives on food loss and waste reduction
 Research to policy, strategy and programme development for food loss and waste reduction
 Support to investment programmes and projects, implemented by private and public sectors

1. OVERVIEW OF THE DAIRY PRODUCTION SECTOR
Georgia is a small market economy of 3.7 million people with a per capita gross domestic product
(GDP) of $4,078 and an unemployment rate of nearly 12%. About two-thirds of the workforce is
self-employed, predominantly as subsistence farmers. Since the 2003 Rose Revolution, the
Government of Georgia has carried out numerous economic and governance reforms, enabling a
rise in the living standards of its citizens, but agriculture was not viewed as a national priority. At
its low point in 2010, government spending on agriculture was only 0.44% of the total budget. 1
Since 1999, the share of agriculture in total GDP declined from 26.2% to 9.3% in 2011, and to
9.0% in 2016 where it remains today.2 However, economic reforms and initiatives by the
government, private sector and the donor community since 2012 have started to reinforce
Georgia’s agriculture sector.
In Georgia, agriculture sector employs about the 45% of the population and provides around 9.0%
of GDP3. As expressed in Figure 1, GDP has been growing through the last 10 years, however
agricultural output increases slightly. The gray line in Figure 1 represents the proportion of
agricultural output in GDP, which is declining significantly up to 2010 and then it is stable around
9.0%. The decline of agricultural output in GDP can be explained by growth of other sectors (e.g.
construction, manufacturing, wholesale and retail trade) rather than a decline in agricultural
production.
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Figure 1. GDP and Agriculture in Georgia
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43.4% (more than 3 million hectares) of the whole territory of Georgia is designated as agricultural
land, which also includes pastures and meadows. 43% of the remaining area is covered with forest.
Due to certain developments (e.g. collective farms stopped functioning) after the collapse of the

1

Ministry of Environment Protection and Agriculture of Georgia. Strategy for Agricultural Development in Georgia
2015-2020. 2015.
2
FAO. Assessment of the Agriculture and Rural Development Sectors in the Eastern Partnership countries:
Georgia. 2012.
3
National Statistics Office of Georgia. http://geostat.ge/index.php?action=page&p_id=428&lang=eng

Soviet Union, the sown and planted areas of annual and perennial crops have reduced, as well as
livestock numbers. (Table 1).
Table 1: Sown Area, Livestock Numbers, and Share of Agriculture in GDP 2006-2016
Year

Sown Area
(ha)

Cattle

Pig

Sheep and
Goat

Share of
Agriculture in
GDP

2006

330,200

1,080,300

343,500

789,200

12.8%

2007

297,200

1,048,500

109,900

797,100

10.7%

2008

329,300

1,045,500

86,400

769,400

9.4%

2009

289,700

1,014,700

135,200

673,800

9.4%

2010

256,700

1,049,400

110,100

653,900

8.4%

2011

262,400

1,087,600

105,100

630,400

8.8%

2012

259,600

1,128,800

204,300

742,600

8.6%

2013

310,700

1,229,700

191,200

856,800

9.3%

2014

274,900

970,000

169,700

916,900

9.3%

2015

263,700

992,100

161,500

891,400

9.1%

2016

240,000

962,700

136,200

936,500

9.0%

Source: National Statistics Office of Georgia

The agricultural output of Georgia as of 2016 amounts to 3,942.1 mln. GEL (1,665.6 mln. USD),
55.7% of which comes from animal husbandry, 38% from plant growing and 6.3% from
agricultural services Cattle are the predominant type of livestock husbandry, with the vast majority
of farmers in all regions owning 3.8 head of cattle on average.4
Figure 2. Output of Agriculture (Mln. GEL)
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CATTLE BREEDING

4

FAO. 2017. www.fao.org/georgia/news/detail-events/en/c/1073576/

Agricultural Services

As of 2016, there are 962,700 heads of cattle (of which 52.9% are cows), 936,500 heads of sheep
and goats, and 136.2 thousand heads of pigs and 8,237.8 thousand heads of poultry.
Figure 3. Livestock numbers in holdings of all categories (as of end of year, thou. heads)
1400
1229.7
1200
1014.7

1049.4

1087.6

1128.8

800

992.1

970.0

1000

962.7

856.8
673.8

742.6
653.9

919.6

630.4

891.4

936.5

600

400
204.3
200

135.2

191.2

161.5

169.7

105.1

110.1

136.2

0
2009

2010

2011

2012

Cattle

2013

2014

Sheep and Goat

2015

2016

Pig

Source: National Statistics Office of Georgia

As seen from Figure 3, number of cattle was highest in 2013 (1229.7 thou. heads). Since 2013
number of cattle declined from 1229.7 thou. heads to 962.7 thou. heads in 2016.5
Due to climate and geographic location, historically cattle breeding is mainly concentrated in
Samegrelo and Zemo Svaneti (19.8%), Imereti (17.8%), Kvemo Kartli (15.5%) and SamtskheJavakheti (12.1%) regions.
Figure 4. Numbers of cattle by regions in 2016 (as of end of year, thou. heads)
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5

The sample frame for 2016 has been updated and is based on 2014 aagricultural census. In order to ensure
comparability of data of 2014-2016 years, reconciliation of the data has been made for the years of 2014 and 2015.
Therefore, the data of 2014-2016 years are not comparable to the data of 2006-2013 years.

Unlike cattle, sheep and goats are more common in Kakheti. However, alongside with cattle,
sheep-breeding and goat farming are presented in Kvemo Kartli, and Samegrelo and Zemo Svaneti
(Figure 5 and Figure 6).
Figure 5. Numbers of sheep by regions in 2016 (as of end of year, thou. heads)
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Figure 6. Numbers of goats by regions in 2016 (as of end of year, thou. heads)

23.3
25

20

15

11.3
7.9

6.7

10
3.5

2.8

2

3

5

0
Guria

Imereti

Kakheti

Mtskheta-Mtianeti

Samegrelo-Zemo Svaneti

Samtskhe-Javakheti

Kvemo Kartli

The remaining regions

Source: National Statistics Office of Georgia

According to FAO DAD-IS database6, total number of local cattle breeds in Georgia is 7:
Caucasian, Caucasian Brown, Dagestan Mountain, Georgian Mountain, Greater Caucasus, Lesser
Caucasus, and Megruli Red.
Out of above mentioned breeds, Holstein, Brown Swiss and Veli’s red breed are also spread in
Georgia. It should be emphasized that the productivity indicator of these breeds in Georgia is much
lower. For instance, Georgian Brown Swiss’s milk annual productivity is just 3600 kg, which is
37% of same indicator for the same breed in developed countries.

DAIRY PRODUCTION
Georgia produces up to 500 million tons of milk annually. While Georgia's dairy market is valued
at an estimated US$ 0.5 to 0.6 billion, the country boasts just a handful of modern dairy farms and
milk processing companies. Most of the milk produced comes from smallholders and is sold
through informal channels. Even among the country's few commercial farmers, most lack the
technical skills and knowledge needed to produce high-quality milk. "About 5 percent of the milk
consumed in Georgia is sold to commercial dairy processors," said Andriy Yarmak, an FAO
agricultural economist. "In the European Union, Georgia's most important trading partner, it's
nearly 100 percent."7
In 2016 the total supply of milk in Georgia was 681.0 thousand tones, of which 79.3% was
produced in Georgia, 18.2% was imported and 2.5% remained from the previous years’ closing
stock. Of this total supply, 94.4% went to population consumption. Roughly 2.0% of total supply
was used for feed, 1.0% was exported and another 2.0% remained in closing stock.
Figure 7. Supply of milk and milk products
in Georgia, 2016
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FAO. 2018. Domestic Animal Diversity Information System (DAD-IS)
FAO. 2017. http://www.fao.org/georgia/news/detail-events/en/c/390042/
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According to the National Statistics Office of Georgia, milk production is declining in Georgia.
The decline is mainly caused by the following behavior: households which own small number of
cattle they do not find milk production as a profitable business and gradually quit milk production.
At the same time, establishment of professional farms encouraged milk production. Though, not
all the farms are registered as a legal entity. According to the National Statistics Office of Georgia,
in 2016, 1.2% of total milk was produced by registered farms (in 2015, it was 0.3%) and rest 98.8%
was produced by non-registered farms which are called “households”.
Generally, dairy products are very popular and demanded among Georgian consumers. Especially
high demand is on traditional cheese types. Fresh milk is very popular in families with newborns
and children. Apart from cheese and milk, cottage cheese, sour cream and butter are most
demanded products in Georgian market.
When it comes to the milk and milk products market in Georgia, it is characterized by a large
quantity of suppliers and consumers, out of which no side is able to influence the price of the
product and therefore the latter is determined exclusively through the interaction of supply and
demand. Informal barriers at market are either non-existent or extremely weak. Current dynamics
make it possible for a product to easily enter the local market if its quality and price are acceptable
for consumer.
Figure 9 – Figure 11 depict export and import trend for various dairy products for the last decade.
It is shown that value of milk and cream export was highest in 2013. Afterwards, it decreased but
there was a significant increase in 2017; value of milk and cream export amounted to 2,164.3 thou.
USD.
Figure 9. Export and import of Milk and Cream (Thou. USD), 2009-2017
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Figure 10. Export and import of Butter and other fats and oils derived from milk (Thou. USD)
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Figure 11. Export and import of Cheese and curd (Thou. USD), 2009-2017
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Overall, Georgia’s export of milk and milk products (but not in case of butter and other fats and
oils derived from milk) is increased in 2017 compared to previous three years. However, import

of same products also increases year by year and exceeds export, resulting in a negative trade
balance of milk and milk products.
In terms of quantity, Georgia’s export of milk and dairy products is very limited. As seen from
Figure 12 – Figure 14, main part of milk and dairy products is exported to neighbour countries
such as Azerbaijan and Armenia. However, it has to be noted that during last two years, 20162017, export of milk and cream export depicted in Azerbaijan was much lower compared to
previous years, 0.1 and 3.4 tons, respectively. At the same time, recent trend shows that milk and
dairy products are being exported to new markets such as Kazakhstan and Tajikistan.
Figure 12. Export of Milk and Cream (tons), 2009-2017
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Figure 13. Export of Butter and other fats and oils derived from milk (tons), 2009-2017
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Figure 14. Export of Cheese and curd (tons), 2009-2017
Armenia

US

Ukraine

Hong Kong

Azerbaijan

Turkey

Egypt

China

Other countries

120.0
0.5

100.0

2.5
19.8

80.0

60.0
14.9
80.0

40.0
3.0
38.0

20.0

7.1
21.8
16.5

5.0

4.0

2009

8.1
0.1
0.6
1.5

2010

2011

2012

2013

0.3
0.4
1.0
2014

0.4
1.0
1.6
1.8
2015

1.5
7.2
1.6
2016

2017

Source: National Statistics Office of Georgia

In terms of quantity, from Figure 15 – Figure 18, main part of milk and dairy products is imported
from Ukraine, Turkey, Belarus, German and Russia.
Overall, Georgia is a net importer of milk and dairy products, however, there are a few countries
Georgia has a positive trade balance with such as Armenia, Kazakhstan and Tajikistan. In 2017,
Georgia’s export of milk, cream, cheese and curd to Armenia exceeded import of the same
commodities from Armenia.
Figure 15. Import of Milk and Cream (tons), 2017
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Figure 16. Import of Buttermilk, curdled milk and other fermented or acidified milk and cream
(tons), 2017
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Figure 17. Import of Butter and other fats and oils derived from milk (tons), 2017
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Figure 18. Import of Cheese and curd (tons), 2017
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Consumers’ attitude towards cheese
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Cheese is for the family: people rarely buy it for themselves, as an individual (Guda (sheep) cheese
is exception because of its specific taste/smell). Producers should consider this while planning
advertising campaign – they should focus on families and not individuals.
Cheese is most consumed commodity among dairy products in Georgia and it is steadily rising. In
2016, average consumption of cheese amounted to 12.7 kg per capita. Next comes milk and
matsoni with an average consumption of 11.7 ltr and 8.3 ltr per capita, respectively.

Table 2. Average consumption of milk and dairy products in Georgia
Consumption (ltr/kg)

2012

2013

2014

2015

2016

-

-

16.8

15.9

11.7

Pasteurized milk (ltr)

0.3

0.4

0.5

0.5

0.4

Matsoni (ltr)

7.0

7.1

7.8

7.7

8.3

Milk (ltr)

Yogurt (kg)

0.1

0.1

0.1

0.1

0.1

Cheese (kg)

10.7

11.0

11.3

11.7

12.7

Sulguni (kg)

0.4

0.5

0.6

0.6

0.6

Curd (kg)

0.3

0.4

0.4

0.4

0.4

Cream (kg)

0.6

0.8

0.8

0.9

0.9

Source: National Statistics Office of Georgia

Consumers in Georgia are attracted by well-designed brands; however they do not know and are
not aware of how to read and understand the labels such as nutrition facts, date marking, voluntary
standards, ingredients on cheese. Indeed, the topic is a fairly complex one and thus confusing.
The term “ecologically clean” (direct translation) is popular in Georgia and has been mainly used
by producers in recent years to advertise and show to consumers that a product is safe, clean and
natural which leads to positive expectations among consumers. However, the words “ecologically
clean” can often be misleading used to pretend desired qualities by unconscientious producers.
Also, as the term is not a legal one it does not have any measurable standard attached to it. It is a
concept. If added value is to be achieved for a raw milk product a standardized and certified form
of labelling that consumers can recognize and trust needs to be developed.
According to the National Cheese Sector Research8:
- Most consumers have negative attitude towards the products made from milk powder but
a) big majority of consumers (almost 100%) do not read the information about ingredients on the
product label;
b) cannot check the quality of unpackaged product at all;
c) know that it is made from milk powder but cannot find the alternative product or find it
expensive, therefore, ignore the fact (that it is made from milk powder).
- Buyers/consumers have positive attitude towards Georgian production. Quality and purity are
priorities.
8

National Cheese Sector Research, 2016. National Cheese Sector Research

2. THE VALUE CHAIN DESCRIPTION
2.1 THE VALUE CHAIN MAP

2.2 PRE-PRODUCTION PROCESSES

Input Suppliers - such as veterinary stores, veterinarians, and farmers which sell cow or calf have
their impact on the value chain. They directly influence on such issues, like artificial insemination,
prevention from deceases, breeds, etc. Generally, in the country veterinary stores are relatively
well developed, as they can provide majority of needed drugs.
However, veterinary services often lack modern knowledge and in addition, despite many of
veterinarians know how to perform artificial insemination, demand from small scale farmers is not
high. From the meeting with the Head of Veterinary Department of NFA the assessment team has
identified that there are no actions taken regarding the usage Antimicrobial Resistance (AMR) in
veterinary and that the Agency is currently working on a new strategy which will be finalized by
end of 2018.
Farmers sell cows or calves that just look good and actually are half-breed received as a result of
natural and at the same time chaotic reproduction. Caucasian Mountain, Megrelian and Caucasian
Brown are the main breeds of cattle in Georgia. In addition, there are presented imported breeds:
Holstain, Simmental, Jersey, Limousin, and Brown Swiss.
Figure 19. Structure of livestock breeds in Georgia, 2016
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Source: Dairy Sector in Georgia. The report was developed in the framework of FAO/EBRD joint project: “Improving
Food Safety through Capacity Building in Georgia’s Dairy Sector.”9

Livestock importers – are companies, mainly LTDs, and individuals who import livestock from
abroad.
According to the National Food Agency, in 2017, in total, 31 physical and legal entities imported
live bovine animals. Total number of imported live bovine animal in 2017 amounted to 5,485
heads.
In 2017, Georgia imported a vast majority of live bovine animals from Russia (3,402 heads).

9

The report is available at: http://storage.georgiandairy.org/uploads/pdf/FINAL---MANUAL.pdf

Figure 20. Distribution of imported live bovine animals by country, 2017
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Availability of inputs
In the dairy sector, main input is feed. Preservation of an animal’s feeding ratio is necessary for
both its normal development and also for the production of the proper amount of milk. Households
that possess several animals usually feed them with grass in summer and corn, hay and straw in
winter (produced on their own farm). Relatively large-sized farms and agricultural enterprises
usually purchase the necessary food (wheat, corn, hay) in eastern Georgia. Family farms, as a rule,
are not able to ensure necessary food ratios. Therefore, the productivity of their animals is low.
There are various fattening methods in accordance with feeding types: with silage, haylage, dregs,
pasture and concentrated types. Concentrated method is most intensive but is not common in
Georgia due to shortage and high cost of concentrates. Consequently, the most common method
due to low cost is pasture fattening.
Small family farmers mainly use their own production to feed their animals – corn, soya, hay and
straw cultivated on their own lands. Medium and large-scale farmers have own pasture which does
not provide sufficient feed and they have to buy animal feed that is produced locally or imported.
Animal feed import is increasing. In 2017 the indicator is two times higher than it was in 2009.
Figure 21. Animal feed import
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Drugs needed for animals are purchased in veterinary pharmacies located in Georgia. Their prices
and quality are more or less similar in all pharmacies. Medium and large-sized farms have their
own veterinarian. The small-sized farms receive necessary services from veterinary pharmacies or
from veterinarians working for large-sized farms. Drugs are imported from various countries,
mainly from Russia, Ukraine and the Netherlands. Local veterinarian pharmacies purchase drugs
at wholesale prices in Tbilisi directly from importers. Highest demand for drugs comes during
spring and summer periods as animals are more exposed to diseases at these times.
Total number of input and service providers such as veterinary pharmacies, veterinary clinics, and
feed providers is 479. According to NFA, in Georgia there exist 10 laboratories which inspect the
compliance of beef and dairy products to food safety requirements.
Figure 22. Distribution of input and service providers in dairy sector, 2017

Source: National Food Agency

Labor. In family led farms, which hold from 1 to 10 livestock, work is mainly done by the
members of the household. They usually do not hire external workers. Medium and large farms
hire external labor force. During interviews with dairy farmers it was observed that men and
women are relatively equally involved in animal husbandry. Women are mainly responsible for

production of milk and dairy products. Men take care of the farm, animal health and assist women
in selling the product.
Artificial insemination
As a rule, the family farms for reproduction use traditional, natural methods, which lead to absence
of any controlled breeds. Some of medium and large-sized farms apply artificial insemination.
Majority of the veterinarians can provide artificial insemination services in Georgia. Genetic
material, supplements, equipment and accessories needed for artificial insemination are usually
imported from Europe.

Infrastructure to support on-farm production
Milking equipment. Most of the farmers use hand milking method. Hand milking requires an
individual approach to each animal. From an economic perspective, machine milking is
appropriate for a farm holding more than 30-40 cows. Rennet (substance which is added to milk
for cheese production) is used for the production of cheese - traditional Imeretian cheese and
sulguni.
Machinery services
Improvement of productivity in primary production largely depends on usage of quality
agricultural mechanization. Currently, the major part of agricultural machinery in the country is
technically unreliable, and outdated, which hinders timely implementation of agricultural
activities, increases costs of production, worsens harvest quality, and reduces yields.
The mechanization centers created for supplying high quality services to farmers are successfully
functioning in the regions of the country. One of these is Meqanizatori LTD, which provides high
quality mechanization services to farmers. Core directions of Meqanizatori LTD are: To serve with
Agricultural techniques; To inform and consult farmers and producers of agricultural products;
Implementation of modern technologies in producing of agricultural products; Preparation of soil
sowing and further works.
Figure 23. Agricultural machinery and their working level in 2014
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2.3 PRODUCTION AND HARVEST

Milk and dairy producing farmers – There are different types of farmers and agricultural
holdings that are engaged in dairy sector.
According to the Agricultural Census 2014, in Georgia there are 271,118 agricultural holdings
with cattle. By number of cattle owned, agricultural holdings10 can be divided into three groups:




Small – 1-9 cattle heads
Medium – 10 – 49 cattle heads
Large – more than 50 cattle heads

Agricultural holdings are mainly small sized ones (94.9%). Medium and large agricultural
holdings constitute 4.9% and 0.2% of total agricultural holdings, respectively.
Farmers, despite their size, produce different types of cheese and other dairy products, such as
butter, curd, and matsoni from received milk and store them in refrigerators or in special
containers. Majority of farmers and agricultural holdings sell milk and milk products in different
ways, such as direct sale to final consumers, through agrarian markets by themselves or through
wholesalers. There are also farmers that deliver milk to wholesalers at the farm-gate, sell milk to
local cooperatives, milk collection centers and milk processing companies.
Table 3. Distribution of agricultural holdings by number of cattle (units)
Location

Holdings
with cattle

Head

1-2
3-4
5-9
10-19
Georgia
271,118
137,162
78,334
41,693
10,567
Tbilisi
1,452
972
267
146
45
Adjara
23,662
14,813
4,986
3,123
673
Guria
18,228
12,352
3,986
1,509
296
Imereti
61,500
37,515
16,684
6,332
810
Kakheti
24,779
13,279
5,828
2,795
1,637
Mtskheta9,048
2,150
4,899
1,565
305
Mtianeti
Racha6,558
2,092
3,839
563
49
Lechkhumi and
Kvemo Svaneti
Samegrelo and
50,159
20,136
17,572
10,665
1,557
Zemo Svaneti
Samtskhe20,797
5,553
5,416
6,765
2,426
Javakheti
Kvemo Kartli
31,156
13,700
8,426
6,096
2,357
Shida Kartli
23,779
14,600
6,431
2,134
412
Source: National Statistics office of Georgia. Agricultural Census 2014.
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Overall, based on the data presented by GEOSTAT, 78% of cattle is owned by 95% of agricultural
holdings, which own less than 10 heads of cattle.

10

Agricultural holding is not the same as household described above. Agricultural holding is a term which means
both - rural household as well as registered farm.

Figure 24. Agricultural holdings by farm size
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According to agricultural Census 2014, there are 277,125 agricultural holdings with cattle and
buffaloes in Georgia. Figure 25 shows the distribution of above mentioned agricultural holdings
by regions.
Figure 25. Number of agricultural holdings with cattle and buffaloes (units)
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From Figure 25 it can be observed that Imereti is the leading region (61,864 agricultural holdings
with cattle and buffaloes), followed by Samegrelo and Zemo Svaneti (53, 619 agricultural holdings
with cattle and buffaloes) and Kvemo Kartli (31,754 agricultural holdings with cattle and
buffaloes). Following the same statistics, it can be observed that on average in Georgia agricultural
holding owns 3-4 heads of cattle and buffaloes. Share of agricultural holdings with dairy cows and
dairy buffaloes is quite high almost in all regions. For instance, the lowest indicator is observed in
Tbilisi (77.3%). In the remaining regions the same indicator is more than 80% and in case of

Samtskhe-Javakheti it is (92.2%). This fact once again confirms that milk production is the main
activity of agricultural holdings with cattle and buffaloes in Samtskhe-Javakheti.
Figure 26 shows the number of cattle and buffaloes by regions. Samegrelo and Zemo Svaneti
reports the highest number of heads in the region, it is worth to be mentioned that on average
farmers in Samtskhe-Javakheti own 6 heads of cattle and buffaloes, which is the highest indicator
compared to Guria (on average 2 heads) and Shida Kartli (on average 3 heads).
Figure 26. Number of cattle and buffaloes by regions (units)
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Companies importing milk powder – In winter, milk processing companies mainly use milk
powder rather than raw milk, because the price of raw milk is relatively higher than the price of
milk powder. In addition, there is a raw milk deficit in general during this time of the year. Quantity
of imported milk powder is increasing year by year. In 2016, total quantity of milk powder
amounted to 8,334 tones which is 121% more than it was in 2012. Import share of milk powder in
total import value of milk and milk products is around 30%. In 2017, total quantity of milk powder
imports amounted to 9,862 tones. In 2017, milk powder was mainly imported from Ukraine
(24.7%), Germany (15.7%), Belgium (10.7%), and Belarus (8.6%).
Milk production
According to Geostat, milk production is defined as total milk obtained from dairy cows, dairy
buffaloes, sheep and goats. Milk consumed by sucking calves, kids and lambs is excluded from
the total milk production.
In Georgia, the milk producing period is significantly shorter and lasts from seven to nine months
due to ineffective breeds and insufficient care of the livestock. The milk producing ability of a cow
depends on its breed and the conditions in which it is taken care of. Insufficient feeding reduces
the milk producing ability two to three times.
Despite some positive changes in the country’s agricultural sector, Georgia’s dairy industry is
gradually declining. Official statistics show over the past 8 years there has been an 11% decrease
in national cattle milk production, which totalled only 530.2 million tons in 2016 ensuring 82 %
self-sufficiency rate. Georgia boasts just a handful of modern dairy farms and milk processing

companies, with only an estimated 5% of milk sold through commercial dairy processors. Official
statistics indicate that demand outstrips supply by a wide margin, which processors fill with
imported milk powder (18% of demand).
In 2016 the total supply of milk and milk products in Georgia was 681 thousand tones, of which
79.2% was produced in Georgia, 18.2% was imported and 2.6% remained from the previous years’
closing stock. Of this total supply, 94.4% went to population consumption. 1.6% of total supply
was used for feed, 0.4% was exported, 1.2 % was wasted and another 2.4% remained in closing
stock. Milk production and milk productivity trends for the yearly period from 2009 through 2016
are presented in the Figure 27.
In dairy sector recent trends show that milk production in intensive farms increases due to the
increasing number of cattle, while in extensive farms, the milk production decreases caused by
reduced number of cattle and average yield of milk. More than 90% of milk is produced in
extensive farms and in family farms.
Figure 27. Milk production in holdings of all categories
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The last 8 years, the productivity of local breed cows increased by 12.5% from 1,263 litres/year to
1,421 litres/year, which is substantially low indicator compared to international breeds.
Low productivity is mainly caused by extensive farm management and lack of knowledge on
proper treatment of animal diseases among farmers. Lack of knowledge is caused by limited
number of qualified veterinarians, farm managers, etc. Productivity in intensive farms is much
higher (3,500-6,000 litres per cow) than in extensive farms.
Alongside decreased milk production, production of dairy products by rural households is also
decreasing as depicted from Table 4.
Table 4. Production of milk and dairy products by rural households in Georgia
Milk (mln ltr)
Cheese (thou. tons)

2009

2010

2011

2012

2013

2014

2015

2016

551.4

587.7

582.1

589.5

604.7

588.8

566.3

540.1

55.7

54.1

55.4

54.3

52.8

53.7

55.6

47.0

Curd (thou. tons)
Matsoni (thou. tons)
Butter (thou. tons)

3.0

2.3

2.5

2.5

2.2

2.1

2.0

1.7

20.1

23.1

27.7

22.7

24.3

24.0

27.3

20.2

2.0

1.9

1.5

1.2

1.2

0.9

1.1

0.8

Source: National Statistics office of Georgia

Georgia has a solid consumer base for dairy products but lacks the necessary technical knowledge
for efficient production and farm management. A study conducted by FAO and EBRD in 2014 11
concluded that Georgia lacked the commercial producers capable of supplying high quality milk
to meet growing domestic demand. At the same time, the study found, milk productivity could be
increased by up to 35% by helping existing dairy farmers learn and implement simple production
methods, such as better feed and fodder production, improved animal health, welfare and farm
management, and hygienic milk handling.
Knowledge and Capacity of Farmers
Many of the country’s dairy farmers lack specific technical know-how to produce safe and highquality milk. 2017 FAO survey of livestock producers in Georgia found that the majority of
livestock farmers do not perceive a connection between animal health care on the one hand, and
food safety and human health on the other. Further, about one-third of respondents admitted to
knowing nothing about animal diseases. This is in the face of increased risks to animal health –
Georgia saw its first two outbreaks of lumpy skin disease (LSD) in late 2016.12
Farmers in Georgia often worsen animal welfare by using irrelevant means of transportation. They
do not have enough knowledge on the conditions that are needed for animal transhumance. There
are cases when farmers use vehicles that are in poor condition e.g. farmers transport much more
animal by one vehicle that it is recommended. All these factors have negative effect on the animal
welfare and leads to low productivity.
Basically, new techniques are being taught by private sector and international organizations, but
Ministry of Environment Protection and Agriculture of Georgia and National Food Agency also
take role in the awareness raising campaigns. Despite various donors who time to time organize
trainings in concrete aspects of cattle breeding, the majority of producers in Georgia have no
information on such training opportunities. Therefore, they get free of charge consultations from
more experienced farmers, veterinarians or through Informational Consultancy Centres (ICCs)
established in every municipality by the Government of Georgia. However, during individual
surveys with farmers, it was depicted that the quality of these services often is not sufficient.
Quality challenges
In the regions farmers still milk cows by hand and do not use any milking equipment. Only a few
farmers use the milking equipment but the hygiene standards still are not met. On-farm production
is primitive. Farmers use inappropriate equipment for storing the milk and milk products. In the
sector, there is a problem of low productivity, lack of modern equipment and technologies, low
access to credit resources, and lack of management experience.
Milk and dairy products produced by family farms nowadays mainly sell their products to local
supermarket chains, and have a potential to access foreign markets in the long run. However, in
most cases their production does not meet food safety standards and/or legislative requirements in
regard of processing. There is no efficient quality control system for dairy products that would
prevent market from low quality milk and dairy products. National Food Agency of Georgia (NFA)
11
12

FAO & EBRD joint project. www.georgiandairy.org/ru/post/o-proekte
FAO. http://www.fao.org/georgia/news/detail-events/en/c/1073576/
http://www.fao.org/georgia/news/detail-events/en/c/853929/

is eligible to control the quality of milk and dairy products. The agency controls veterinarian and
sanitary norms in terms of processing, packaging and storing. The agency’s scope is to inspect and
impose penalties for legal entities, whereas its scope does not cover household activities. In
addition, it is crucial of importance that there is very limited access to relevant laboratories, that
makes almost impossible for small and medium sized farmers to permanently control the food
quality, even if such desire is on place. Moreover, in order to have high quality dairy and beef
products it is important to improve breeds, to use relevant veterinary medicines and control feed
consumption.

Sectoral Constraints on farm level
- Incompliant product. According to food safety and hygiene law it is not obligatory to be
compliant with the requirements set by the law when milk processing at home, making cheese or
other dairy products for home consumption. This obligation will be enforced from January 2020.
Because of this law the NFA is not able to control the production of homemade cheese.
- Lack of control of non-registered and incompliant enterprises. NFA inspections concentrate
on registered enterprises and unregistered cheese production continues to undercut compliant
production and creates unfair competition, thus destabilizing the entire sector.
- Unlabeled production of cheese made from milk powder. Increasing amounts of imported
milk powder are being used in cheese making but without commensurate transparency in labelling,
thus undermining the potential added value of raw milk dairy production. HACCP is not required
for SMEs, which are producing milk powder, but for SMEs who are producing raw milk it is
obligatory.13

2.4 POST-HARVEST HANDLING AND PROCESSING

Milk Collection Centers (MCCs) – play mediatory roles between small scaled dairy farmers and
dairy processors. There are two types of milk collection centers in Georgia. The first type MCCs
only collect milk from farmers. The second type MCCs collect milk and at the same time, they are
involved in milk processing – they produce dairy products. MCCs are privately owned and
operated. They are under the supervision of NFA which makes regular inspections in the MMCs,
including the laboratory tests on various diseases.
Milk processing Companies - according to public registry, total number of business operators
involved in milk and dairy processing is 229. Milk processors are different in terms of size, scale,
and product varieties. Most of them are small scaled processors and they sell dairy products within
the region. The rest are big ones operating on national as well as international level.
Figure 28. Distribution of milk processors by region, 201714

13

Alliances Caucasus Programme. 2017. Ensuring Sustainability in the Dairy Market Sector
The are no registered milk processing companies in Samegrelo and Zemo Svaneti, Racha-Lechkhumi and Kvemo
Svaneti, and in Guria. There are two dairy factories being under construction and have not yet registered.
14

Source: National Food Agency

Figure 29 depicts regional distribution of 229 business operators existing in dairy sector by type
of activities. In total, there are 44 raw milk processors, 57 businesses involved in trade of milk and
milk products, 73 producers of milk and milk products, 13 milk collection centers, and 42 cheese
producers. As seen from the diagram, Kvemo Kartli and Samtskhe-Javakheti are the regions where
milk production, collection, processing and trade takes place simultaneously. In terms of trade,
71% of businesses operate in Tbilisi which means that main market for dairy products is the capital
city of the country.
Figure 29. Distribution of business operators in dairy sector by region and by activity
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Quality of Post-Production Agricultural Products
Milk can spoil quite quickly and its storage and transportation requires availability of the necessary
cooling means. Farmers store dairy products in refrigerators and/or in special places, where the
temperature is low enough to preserve the quality of the product. According to the clarifications

provided by the producers, if they get the possibility to sell milk instead of producing and selling
cheese, it will increase their income. This is because producing cheese takes time and resources,
the producers will benefit more if they just sell row milk. There are also farms that deliver milk to
wholesalers, local cooperatives and milk collection centers. Anyway, currently the sales of fresh
milk are extremely low since farmers cannot afford proper facilities for milk preservation and they
use to process milk immediately and produce cheese and other dairy products.
Competition for supply
In the winter when the amount of milk is low, there is huge competition among registered and
unregistered cheese producers in milk collection and they regulate the price of milk. Unregistered
entities can offer unsustainable and high prices for milk due to low operational costs. For example,
if the milk price last year was 0.80-1.00 Gel/liter in winter, the price this year is increased by 0.200.30 Gel/liter, the average price of milk in 2017 was in the range of 1.10-1.30 Gel/liter.
Figure 30. Average farm-gate price of milk by regions in 2016 (GEL/Litre)
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Figure 31 shows average annual fresh milk price in 2009-2016. Since 2012, milk price is increasing
until 2016. The highest value was depicted in 2015 and it was 2.42 GEL per litre. Increase in milk
price can be explained by reduction of milk quantity since 2013.

Figure 31. Average annual fresh milk price (GEL/Litre)
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Similar to milk price, price of Imeretian cheese (which is one of the niche cheese in Georgia) has
been increasing since 2009.
Figure 32. Average annual Imeretian cheese price (GEL/KG)
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2.5 WHOLESALE AND RETAIL DISTRIBUTION

Wholesalers - there are two types of wholesalers. One group go door to door and collect dairy
products from family farms and later deliver them to open market, restaurants and/or groceries as
within the region, also in other parts of Georgia. Another group of wholesalers work in regional
agrarian markets and farmers deliver dairy products to them in any amount. Generally, there is no
any regular system on place. The ad hoc decisions about sales are received chaotically. Famers
may sell open door in one month and next time may take cheese to agrarian market. Large farms
are more organized and they work with several wholesalers, also deliver cheese to certain groceries
and restaurants on regular basis.

Importers of milk and dairy products - in 2017 compared to 2016, export of milk and dairy
products (excluding butter) increased by more than 100%. As for import, Georgia imported around
21% more milk and dairy products in 2017 compared to the previous year. In 2017, more than 3
million liters of milk and more than 12 million kg of milk product (yogurt, cheese, butter) were
imported in Georgia. The largest exporting countries to Georgia are Ukraine and Turkey.
Distribution companies – distribution companies play a vital role in delivering food products
from manufacturers to consumers. In recent years, they have become more interested in cheese
trading and have started entering the dairy market and into cooperation with cheese factories.
When a producer works with a distributor, there is a better chance of making a dairy product more
widely available for consumers than if the product is handled and delivered by the producer alone.
Table 5. Officially registered dairy distribution companies
Company name

Location

Suppliers

Extra Meat Ltd

Kutaisi

Tsipora Samtskhe Ltd

Agro business Group Ltd

Tbilisi

Tsipora Samtskhe Ltd

Papuna Ltd

Tbilisi

Tsipora Samtskhe Ltd

Levan Abashidze I.E

Tbilisi

5 cheese factories in Ninotsminda

Agrarian open markets – usually, resellers sell dairy products to final consumers in agrarian open
markets. These resellers buy products from wholesalers, who collect sufficient amount of dairy
products from farmers. Farmers and their family members also often sell products by themselves
on open markets.
Supermarkets, small shops, restaurants, hotels – they apply various ways of receiving the dairy
products for further resale and/or own consumption. In some cases, farmers deliver to them
products directly (mainly large and medium size ones). Usually, wholesaler delivers them dairy
products in agreed amount on regular basis.
Table 4 shows the distribution of main supermarket chains in Georgia. In total, there are 13
supermarkets that are presented in Tbilisi as well as in the regions.
Table 6. Names of supermarket chains and the number of their branches throughout Georgia
#
1
2
3
4
5
6
7
8
9
10

Names of supermarkets
Carrefour
Fresco
Goodwilli
Nikora
Smart
Foodmart
La Family
Libre
Madagoni
Ori Nabiji

Branches in Tbilisi
6
8
4
94
5
31
1
6
0
100

Branches in the regions
0
0
2
48
8
3
0
4
1
0

11
12
13

Vejini
Spar
Zgapari

3
29
13

4
5
1

Source: Own calculation

According to the study “Ensuring Sustainability in the Dairy Market Sector,”15 in terms of whole
and retail sale of dairy products, the following aspects were highlighted:
- Unfair competition due to cheese being made from milk powder being sold as cheese made from
raw milk and the subsequent need for improved controls on the use of milk powder mainly in
Imeretian cheese production.
- NFA controls on cheese in supermarkets are currently insufficient.
- Lack of enforcement and controls by supermarkets over their supply. E.g. checking premises of
suppliers to see if they are compliant. However, most Imeretian cheese is not made in factories but
in households and uncompliant premises. The supermarkets must supply this commodity to
customers but are faced with a conundrum of obtaining compliant supply which the market is only
beginning to supply.
- Lack of transparency by supermarkets towards information provision to consumers.
- Low awareness amongst consumers of their rights and knowledge towards issues such as
labelling. Most consumers assume that buying vacuum packed cheese in a supermarket guarantees
quality and hygiene.
Efficiency of Post-Production Processes
Dairy sector does not require any license or certification. According to Georgian legislation,
producing and selling of milk and dairy products is regulated by 18 legislative acts. This legislation
determines basic veterinarian norms, packaging, transportation, labeling and other related issues.
But, all the above mentioned norms and regulations do not cover family holdings, and they stay
beyond rules.
Practice shows that small-scaled farmers can sell their product even before producing it. The milk
is usually sold to the locals in the neighborhood.
On average, in Georgia around 80% of obtained milk is usually used for cheese production, while
the biggest part of the remaining 20% is used for self-consuming needs of the family. Only a minor
amount of fresh milk is sold on local markets and mainly by those farmers that are located in close
proximity to the agricultural open market.

3.
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EXTERNAL FACTORS AND RECOMMENDATIONS

The study was conducted by Alliances Caucasus Programme in 2017.
http://alcp.ge/pdfs/d755c5fad9646bcdf36d5610ca27a261.pdf

3.1.

RELATED TO BUSINESS ENABLING ENVIRONMENT

Georgian Economy – Overview of the last decade 2007-2017
This section was taken from the 100th edition of Economic Outlook and Indicators prepared by Policy and
Management Consulting Group (PMCG). 16

Throughout the past decade, Georgia’s Gross Domestic Product (GDP) increased by an average of
4.2% annually. There have been no significant changes in the structure of Georgian GDP in the
last 10 years. However, some differences are worth noting when comparing the GDP structure of
the first three quarters of 2007, and the corresponding period of 2017. In the first three quarters of
2007, agriculture contributed 11.2% of total GDP which dropped to 8.7% in the corresponding
period of 2017.
The increased share of the construction sector in Georgia’s GDP is also noteworthy. In the first
three quarters of 2007, construction contributed 7.8% of total GDP, while in the corresponding
period of 2017 this reached 9.4%.
Consumer Price Index
Across the last decade, consumer prices in Georgia increased by an average of 4.6% annually. In
the given period, consumer prices decreased only twice, in 2012 and 2013. After 2013 the
consumer prices started to increase.
In December 2017, compared to December 2007, prices increased by 44.8%. In the given period,
the prices of alcoholic beverages and tobacco (90.4%) and healthcare (78.0%) increased the most.
Decreases in prices over this period were visible in only clothing and footwear (32.0%) and
communications (6.8%). In the five biggest Georgian cities (according to population) prices
increased the most in Kutaisi (52.1%) and it increased the least in Gori (36.8%).
Georgian Lari Exchange Rate
In 2017, compared to 2007, the Georgian Lari depreciated against the US Dollar by 50% and by
24% against the Euro. The year of 2015 is particularly noteworthy as in this year alone the national
currency depreciated against the US Dollar by 29%.
When it comes to exchange rates with neighboring countries, the general picture is somewhat
different. In 2017, compared to 2007, Georgian Lari has appreciated by 46% against the Turkish
Lira and by 25% against the Azerbaijani Manat. The Azerbaijani Manat’s depreciation against the
Georgian Lari was particularly severe in 2016 (34%). Until 2016, the Manat-Lari exchange rate
was characterized by stability. Compared to 2007, in 2017 the Georgian Lari also appreciated
against the Armenian Dram (6%).
The Russian Ruble has also depreciated against the Georgian Lari by 34% in 2017 compared to
2007. The exchange rate between the Georgian Lari and the Russian Ruble is characterized by
stability compared to other discussed currencies when comparing yearly averages. Since 2014, 1
Russian Ruble has been equivalent to 0.04 Georgian Lari.
Foreign Trade

16
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From 2007 onwards, the dynamics of external trade has been unsteady. In the past 10 years,
Georgian exports peaked in 2013 (USD 2.9 bln) when the Russian market re-opened for Georgia
and the national currency depreciated. The peak for Georgian imports for this period, on the other
hand, was recorded in 2014 (USD 8.6 bln).
Figure 33. Trade balance of Georgia
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The composition of Georgia’s main export partners in 2017 has changed significantly since 2007.
The top five export destinations in the first three quarters of 2007 were Turkey (15% of total
exports), Azerbaijan (11%), Armenia (9%), the USA (9%), and Ukraine (7%). A decade later, in
the first three quarters of 2017 its main export destinations were the Russian Federation (14%),
Azerbaijan (8.6%), Turkey (8.5%), China (8.3%), and Armenia (7.6%). In the first three quarters
of 2007, the Russian Federation was in 7th place for this indicator with only 4% of total exports.
This can be explained by the embargo imposed by the Russian government on Georgian products
in 2006. After the embargo was lifted in 2013, the Russian Federation soon returned as Georgia’s
top export destination.
Meanwhile, in the first three quarters of 2017 only three countries appear in the top 10 export
partners that were not listed in the corresponding period of 2007. Canada (5.1% of total exports),
Germany (4%), and Turkmenistan (2.9%) were replaced by China (8.3% of total exports), Iran
(3%), and Switzerland (2.7%).
Compared to the first three quarters of 2007, Georgian exports to the EU have increased 2.3-fold
in the corresponding period of 2017. In the first three quarters of 2007, exports to the EU amounted
to USD 198 mln, which was 23.0% of total exports. A decade later, and exports to the EU
amounted to USD 462 mln in the first three quarters of 2017, which is 23.8% of total exports.
In terms of which actual products are being exported, copper ores, ferro-alloys, and motor cars
were prominent in the first three quarters of both 2007 and 2017.
Unlike in 2007, the list of most exported products in the first three quarters of 2017 contains wine
and medicaments. Georgian wine exports depend heavily on Russian market.

Georgia’s main importing partners were similar in the first three quarters of both 2007 and 2017.
The top importing countries still remain Turkey (17% of total imports) and the Russian Federation
(9%). Throughout the last 10 years, the share of products imported from Turkey in total imported
products has increased but the Russian Federation’s share has decreased. However, the import
volume has increased from both countries, amounting to USD 952 mln and USD 532 mln,
respectively. Regarding China, throughout the past 10 years its share in total imports to Georgia
has been steadily increasing year by year and in the first three quarters of 2017 China became
Georgia’s third biggest partner in terms of imports (USD 480 mln).
The list of the most imported products has also scarcely changed in the past 10 years. The top two
imported products are petroleum and petroleum oils and motor cars. The only difference of note
is that in the first three quarters of 2017 copper ores was listed as one of the most imported
products. Copper ores imports have been increasing since 2011.
It is important to note that motor cars and copper ores appear in the lists of both the most imported
products and the most exported products. In the first three quarters of 2017, Georgia exported
copper ores worth USD 309 mln and motor cars worth USD 149 mln. At the same time, Georgia
imported copper ores worth USD 258 mln and motor cars worth USD 343 mln. The export of
copper ores and motor cars could mostly be classified as re-exports. Copper ores are mostly
imported from Armenia and then re-exported to Bulgaria and China. Motor cars are mostly
imported from the USA and Japan and then re-exported to Azerbaijan and Armenia.
Foreign Direct Investments
The dynamics of Foreign Direct Investment (FDI) in Georgia in the last 10 years can be
summarized as follows: 2007 was the peak (USD 1.8 bln) of the past decade, which was followed
by a decrease until 2013 caused by the global financial crisis and the 2008 Russian-Georgian war.
From 2013 onwards, FDI has been stable.
As for the FDI in agriculture, peak was observed in 2009 when FDI in agriculture and fishing
constituted 3.4% of total FDI in Georgia. Since 2015, FDI in the sector has been declining and in
2017 amounted to 0.2% of total FDI.
Figure 34. FDI in agriculture and fishing
25,000.0
22,326.9

20,000.0

15,000.0

16,837.8

18,591.3
16,119.3

15,330.9

12,993.4
12,290.3
10,612.7

10,000.0

8,631.9

8,337.9

5,000.0
3,569.8
0.0
2007

2008

2009

2010

Source: National Statistics Office of Georgia

2011

2012

2013

2014

2015

2016

2017

Interestingly, only two countries, Turkey and the Netherlands, were listed in the top 5 countries
investing in Georgia in the first three quarters of 2007 as well as in the corresponding period of
2017. Azerbaijan, which is the country to have invested most in Georgia in the first three quarters
of 2017, held 19th position in the corresponding period of 2007.
It is also interesting to note that, compared to the first three quarters of 2007, FDI was less
diversified in the corresponding period of 2017 in terms of investing countries. In the first three
quarters of 2007, the top five investing countries’ share of total FDI was 57.1%, while in the
corresponding period of 2017 the same indicator increased significantly and reached 74.1%.

Infrastructure
The collapse of the Soviet Union and the following privatization process resulted in a near total
break up of all vertically and horizontally integrated infrastructure supporting Georgia’s
agriculture sector. Though the GoG has committed to developing national and local road networks,
as well as transport infrastructure to increase the competitiveness of the private sector 17,
distribution channels for highly perishable milk and meat products remain underdeveloped. Milk
and meat cooling chambers, if existing, are small and often nonfunctional, and formal
transportation services are extremely limited. This leaves milk producers unable to smooth their
production flows over the year and consistently meet market demand, and highly vulnerable to
variable farm gate prices due to milk seasonality. While the Agricultural Projects Management
Agency (APMA) financing programs are enabling milk processors to overcome cost barriers to
cold chain investments, there is a significant need for consistent technical support to aggregators
to identify infrastructural needs and manage their supply chain systems to ensure high quality
products.

Financing and Financial Institutions
Banking is one of the fastest growing sectors in Georgian economy. The financial sector is wellregulated and capitalized, consisting of 16 commercial banks holding $13 billion in assets.18
Through the APMA, the MoA is now offering multiple low-interest loan products to promote
agriculture business growth (e.g. the Agro-Credit Program, Enterprise Georgia, Preferential Credit
Program, the Co-Investment Fund, and credit services for youth, to name a few). Donors including
the French Development Agency, the EU, USAID, SDC, EBRD and others are also subsidizing
commercial lending to farmers (see Annex 1 and Annex 2)
However, gaining access to finance remains a challenge for agricultural SMEs, particularly for
new, innovative enterprises. SME lending is chronically low at 16 percent and SMEs still largely
rely on owners’ capital and retained earnings.19 Since agricultural loans represent only small part
of banks’ lending portfolios, loan officers are rarely trained how to service the agricultural SME
market. Agricultural SMEs, in turn, lack knowledge on how to translate their ideas into viable
business plans to make them attractive to potential investors. Further, despite the diverse financial
product offerings on the market, insurance products for livestock farmers are just now entering the
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market and are not widely available, leaving farmers at risk of asset losses in the face of increasing
weather-related threats.
In 2017 report20, the Rural and Agriculture Policy and Development Institute confirmed the
existing gaps in provision of finance to smallholder farmers and provided recommendations to
decision makers to address these challenges according to the best practices. The study highlighted
two main problems that have been identified through face-to-face interviews with farmers21: 1.
Farmers’ collateral is evaluated with lower than market price; 2. smallholder farmers’ business
ideas are often rejected. According to the survey results, farmers have a perception that their
applications will not be considered for financing unless they have a lot of money and good
collateral, accordingly. Farmers also mentioned the problems with the bank staff who does not
have enough knowledge to evaluate their business ideas. At the same time, most of the smallholder
farmers do not have the capacity and knowledge to proper describe their business ideas.
Altogether, this creates a gap between banks and applicants, which leads in rejecting and, therefore,
not financing smallholder farmers’ business ideas by banks.
While banks do extend credit to businesses, access to finance is an especially acute problem for
small, medium and startup businesses. Access to finances for new, innovative enterprises and
farmers is especially problematic due to high interest rates and demanded collateral as new
enterprises often don’t have sufficient collateral or credit history. Also, these more established
banks don't have much experience working in the agriculture sector, including dairy and beef - and
their lack of experience makes them all the more reluctant to extend credit in this space. Even
through financial sector is relatively well-developed, insurance products are not as widely
available as insurance. Undeveloped insurance products cannot reduce business (such as crops,
weather or natural disaster insurance) and credit (immovable and movable property insurance,
payment insurance etc.) risks and improve loan conditions for borrowers (reduction of loan costs).
Due to the fact that agro loans represented only small part of their portfolios, the banks did not
provide capacity building activities for agro loan officers and did not develop strategies for
improving and expanding the agro credit services in this field.
Rural entrepreneurs have limited knowledge about agro loans and in most cases they avoid to take
the risk to strengthen their businesses/to commence start-ups. Some rural entrepreneurs might have
already tried to obtain financial loans without success due to poorly defined business plans. They
lack awareness about the essential technique of business plan writing.
Regulations and Government Policies
National Food Agency made changes to legislation on Milk and Dairy products in Summer 2017.
According to these changes it is prohibited to use the name “cheese” in the name of a product, if
the product contains milk powder. However, other names without using the word “cheese” can be
used that would indicate to the customer that it is cheese. These include the use of names, such as
“Sakhachapure” (for khachapuri /cheese bread), “Extra”, “Chkinti” which mislead consumers and
allows them to assume that this is cheese made from raw milk. Furthermore, producers will only
20
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be allowed to sell the product under the name "butter” where the fat content in milk is at least 39
percent and not more than 79 percent.
The positive effect of these changes is that to an informed and regulated market it can boost product
diversification, choice and price range, the negative that in an ill informed and un-transparent
market it can fuel unfair competition and not offer trusting consumers value for money or an honest
choice. The issue is not that cheese made from powdered milk is bad, it is that currently consumers
are unable to make an informed choice based on their own buying criteria.
Food Safety and Hygiene still offers considerable barriers for growth in the sector as a whole but
improvement is ongoing. Since signing the Deep and Comprehensive Free Trade Agreement, for
agriculture a main challenge still remains enabling enterprises (from micro to SME and large) to
comply with requirements allowing them to trade efficiently with EU.
The Deep and Comprehensive Free Trade Area (DCFTA) is a part of the Association Agreement
between the EU and Georgia, under which trade barriers between Georgia and the European Union
are abolished and trade flows between the two parties are promoted. In addition to tariff
liberalization, the DCFTA also implies the elimination of non-tariff measures (NTMs). The 4th
chapter of the DCFTA envisages gradual approximation of legislation in the field of food safety.
The lists of the relevant regulations in the field of food safety, plant protection and veterinary are
published on NFA’s webpage. Each regulation has its deadline for which Georgia has to
approximate its legislation. Food Safety Regulations, Plant Protection Regulations, Veterinary
Regulations.
In order to be granted EU market entry, Georgian agriculture products will need to fulfill food
safety requirements. Low risk food (e.g. various fruit and groceries) are simpler to enter the EU
market, as opposed to high risk (e.g. meat and dairy) food. Processed and high risk food export
requires three primary requirements to be fulfilled by Georgia:



Product ingredients need to be in line with European Union requirements;
Exporter will need to have information on both the full chain of production, as well as on
all relevant laboratory tests needed to establish safety of their products.
 A system similar to the existing control mechanisms in the EU (inspection, supervision,
monitoring etc.) will need to be implemented in Georgia.
In order to fulfill these requirements, it is necessary to initiate legal and institutional approximation
of the country to the EU, as per the DCFTA.
In 2017, Georgia became the first country in the region to introduce a new, improved animal
registration system. Within the framework of the updated programme, ear tagging of large and
small ruminants will continue. At the same time, the electronic database where the farmers and
veterinary doctors will be able to get information about an animal will be improved and refined.
Farmers involved in the programme will benefit from the identification and traceability system.
Owners will be able to include their animals in free vaccination programmes. Furthermore, they
will be able to take their animals to slaughterhouses without any preconditions and enjoy
unhindered milk deliveries to collection centers and dairy processing enterprises.
National Food Agency has been implementing animal identification and traceability since 2012
and has identified 2.5 million livestock to date. Registration process has been ongoing since 2015,
and currently the electronic database holds 1.5 million registered animals.

Current Food Safety issues in Georgia
Many of the country’s dairy farmers lack specific technical know-how to produce safe and high
quality milk. 2017 FAO survey22 of livestock producers in Georgia found that the majority of
livestock farmers do not perceive a connection between animal health care on the one hand, and
food safety and human health on the other. Further, about one-third of respondents admitted to
knowing nothing about animal diseases. This is in the face of increased risks to animal health –
Georgia saw its first two outbreaks of lumpy skin disease (LSD) in late 2016.
Milk and dairy products produced by family farms nowadays mainly sell their products to local
supermarket chains, and have a potential to access foreign markets in the long run. However, in
most cases their production does not meet food safety standards and/or legislative requirements in
regard of processing. There is no efficient quality control system for dairy products that would
prevent market from low quality milk and dairy products. National Food Agency of Georgia (NFA)
is eligible to control the quality of milk and dairy products. The agency controls veterinarian and
sanitary norms in terms of processing, packaging and storing. The agency’s scope is to inspect and
impose penalties for legal entities, whereas its scope does not cover household activities. In
addition, it is crucial of importance that there is very limited access to relevant laboratories, that
makes almost impossible for small and medium size farmers to permanently control the food
quality, even if such desire is on place. Moreover, in order to have high quality dairy and beef
products it is important to improve breeds, to use relevant veterinary medicines and control feed
consumption.








Types of Standards Active in Georgia:
Georgian Standard – a standard registered by the Georgian National Agency for Standards and
Metrology which may be adopted on the basis of an international or regional standard, as well as
by the relevant technical committee;
International/Regional standard – a standard adopted by the International Standardization
Organization (ISO, IEC/CEN, CENELEC), which may be adopted as the Georgian standard;
State Standard (GOST) – a standard used in Georgia in the frames of the Agreement of March 13,
1998 between state leaders of the Commonwealth of Independent States (CIS).
Company standard – a standard developed by an entrepreneur, which covers specific technical
requirements met by a product, process or service. The internal company standard shall not be
deemed as a standard for other persons, shall not need registration and shall not be subject to
application of this Law;
Declared standard – a standard applied by the producer and referring to the application of the
standard concerned, including the internal company standard.
According to the Law of Georgia on food/feed safety, veterinary and plant protection code, food
business operators shall have food safety procedures introduced in accordance with the principles
of the Hazard Analysis and Critical Control Points (HACCP) system. The HACCP system is not
required for business operators carrying out primary production.
The following certificates exist in Georgia in relation to the food industry:
Hygienic Certificate – document confirming hygiene requirements for food packaging safety.
Veterinary Certificate – document confirming veterinary safety. The certificate is issued for live
animals and products of animal origin. The certificate confirms that the live animal or the product
22
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of animal origin does not contain veterinary diseases (i.e Veterinary Certificate for imports of
honey in EU, Veterinary Certificate for imports of fish and fishery in EU, Veterinary Certificate
for imports of gelatine in EU).
Phytosanitary Certificate – document issued for plants and/or plant products that confirms given
produce fulfills safety requirements. A phytosanitary measure is a procedure used for avoiding
cases of harmful quarantined organism invasion and/or spreading.
The given certificate is issued by the National Food Agency of the Ministry of Agriculture of
Georgia, on the basis of relevant analysis conducted by accredited laboratories.
Additionally, the following types of certificates exist in Georgia:
Calibration Certificate – certificate for metrological calibration of measuring means or measuring
instruments used in manufacturing. The calibration certificate confirms accurate functioning of the
measuring instrument within the limits of the margin of error. The calibration certificate is used
by the Metrology Institute of the Georgian National Agency for Standards and Metrology
(GeoSTM) or a laboratory with relevant accreditation.
Certificate of Origin - in order for the goods to take advantage of the free trade regime, it needs to
fulfill food origin criteria defined by the relevant protocol in the agreement. These criteria contain
both the required minimal conditions for goods processing, as well as limitations on the amount
of materials required for goods manufacturing, that need to be met in order for the goods to be of
country-made status. EUR1 is the document certifying origin of goods for the EU market, issued
by Revenue Service legal entity.
3.2.

RELATED TO SUPPORT SERVICES

In Georgia, the Agricultural University of Georgia is one of the institution, which gives the
opportunity to get knowledge and undertake the research in agriculture sector. AUG consists of
three united schools: Schools of Agricultural and Natural Sciences, Engineering-Technological
School, and School of Business Administration. The School of Agricultural and Natural Sciences
offers seven undergraduate programs: agronomy, biology, chemistry, food technology, forestry,
animal science, viticulture & wine. Agri Uni unites the following research institutes: Institute of
Molecular Genetics, Durmishidze Institute of Biochemistry and Biotechnology, I. Lomouri
Institute of Crop Science, M.Sabashvili Institute of soil science, agro-chemistry and Melioration,
V. Gulisashvili Institute of Forestry, Institute of Animal Husbandry and Feed Production, Institute
of Tea, Subtropical institute and Tea Industry, Institute of Fruit Growing.

Agricultural extension
The purpose of extension is to provide farmers with knowledge and information they need to farm
better. This goal is reflected in the Strategy for Agricultural Development of Georgia 2015-2020
through its strategic direction to “Enhance the competitiveness of farmers and rural entrepreneurs”
and the measure to “Improve farmer knowledge and information and the delivery of effective
extension service support”. In pursuit of this goal, in 2013 the Ministry of Agriculture of Georgia
established 54 “Information Consulting Service Centres” (ICCs), one per municipality, staffed by
247 professionals to advise and inform farmers. Since then the Ministry has strengthened the role
of ICCs in the nine regions (Telavi, Marneuli, Mtskheta, Gori, Zestaponi, Zugdidi, Akhaltsikhe,
Ambrolauri and Ozurgeti) to serve as a regional Centre both for extension and for other

information and policy functions. Currently, the state extension service consists of 45 municipal
ICC-s and 9 regional Units.

Farm Service Centers
In addition to ICCs, there are 40 private farm service centers in Georgia. 13 of them are located in
the west part of Georgia and the other 27 operate in the eastern part of the country.
Figure 35. Distribution of Farm Service Centers by Regions

Source: National Food Agency

Veterinary Services
In 2014 the Veterinary Department of National Food Agency employed more than 600
veterinarians under the new governmental program. Medium and large-sized farms usually have
their own veterinarians. The small-sized farms receive necessary services from veterinary
pharmacies, veterinarians working for large-sized farms or from the veterinarians representing
National Food Agency. Total number of veterinarians in Georgia is 237. Figure 36 shows
distribution of all veterinarians and paraveterinary workers (in total, 254) by regions.
Figure 36. Distribution of Veterinarians by region

Source: National Food Agency

The majority of veterinarians in Georgia are more than 50 years old. This is caused by low interest
from young people, who do not have motivation to study veterinary, because of the low salary in
veterinary field. Youngsters who study veterinary do not want to go and work in the villages and
mainly the only option they have is to work in a vet shop or in some small private veterinary
company on a low income.
According to research conducted by NFA in 2015, around 56% of veterinarians in Georgia are
older (more than 50 years), and out of these veterinarians 46% is men and 10% is women.
Figure 37. Distribution of veterinarians by age
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3.3.

CONCLUSION AND ISSUES TO BE ADDRESSED

71-80

New market opportunities offered through Georgia’s trade agreements with 32 countries, including
the Association Agreement and the Deep and Comprehensive Free Trade Agreement (DCFTA)
signed between Georgia and EU, provide a strong incentive for the country to upgrade its dairy
sector. However, Georgian dairy producers will first have to overcome significant challenges to
ensure a consistent supply of quality milk products that fully comply with international trade
standards.
Consumer confidence in domestic product remains on a low level. Georgia’s fragmented dairy
industry is characterized by producers consuming the majority of their milk and cheese products
within the household and selling their product to informal markets. Unbranded, substandard
packaging is the norm (e.g. unmarked cheese), which leaves consumers questioning product
quality. Consumers who are unwilling to accept qualitative shortcomings, including the growing
population of high-end urban consumers, often turn to imported products which they trust meet
quality standards even though there is an expressed preference for Georgian milk and milk
products. Georgia lacks a united association to support the professionalization of the industry and
improve the marketing ability of Georgian producers of milk and dairy products.
Food safety and veterinary are two important DCFTA requirements. Georgian producers should
comply with all food safety and veterinary standards. This is a big challenge not only for producers,
for government as well. Most food operators are even challenged to comply with basic regulatory
requirements and have sub-standard practices, which pose high food safety risks.
Weak cold chain infrastructure and logistics system. The collapse of the Soviet Union and the
following privatization process resulted in a near total break up of all infrastructure supporting
Georgia’s agriculture sector. While the Agricultural Projects Management Agency (APMA)
financing programs are enabling milk processors to overcome cost barriers to cold chain
investments, there is a significant need for consistent technical support to aggregators to identify
infrastructural needs and manage their supply chain systems to ensure high quality products.
Recommendations
Analysis of dairy sector in Georgia reveals that there are serious gaps on each level of the value
chain and these gaps impede the industry development. Therefore, the assessment provides the
following recommendations:
1. Change traditional breeding practice and raise awareness of Artificial Insemination (AI) among
dairy farmers. At the moment, majority of farmers still apply traditional breeding which is the
main cause of low productivity of dairy farms in Georgia. There are only a few farmers who use
AI and they benefit from improved breeds and high milk yield.
2. Establish Dairy Farmers’ Associations which will unite dairy farmers and will offer different
services to members.
3. While meetings and individual surveys with dairy farmers, the assessment team formed an
opinion that there is a clear need to develop animal husbandry and farm economics curricula.
Curricula can be embedded into GFA’s Agronavti (mobile application) platform to facilitate wide
distribution to farmers.
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t Agency
since 27
March 2013.

Loan Type

Standart Agro
Loan

Nominal rates

1) 6-8%
2) from 13%

1) 13-15%
2) 16%

n/a

CRYSTAL

CREDO BANK

BASIS BANK

http://bankofgeorgi
a.ge/retail/en/busin
ess/agro-loan

TBC BANK

Web

BANK OF GEORGIA

Annex 1. Financial institutions providing agro loans in Georgia

11%

n/a

(the Ministry
of Agriculture
of Georgia
co-finances
the 11%)

Duration
of loan

Cur
renc
y

GEL/USD
1) 24 months
84 mont
hs

1) n/a
2) 5 years

n/a

Max 6-12
months

9 months

n/a

1) GEL from 5 000
to 100 000
USD from 30 000
to 600 000
2) up to 500 000
GEL

1) GEL
from 20 000
to 1 000 000
USD 600
000
2) n/a

n/a

USD from

GEL 30020 000

20,000600,000
USD

Loan
Amount

Grace
Perio
d

n/a

40,000 100,000

10month

50 - 50 000
GEL

n/a

Annex 2. Major Market Actors – Local and International
Name of Actor
Type of Actor

Sante GMT
Products, LLC

Dairy
Processor

Geographic
Location(s)

# of People Served
(Employees,
Clients)

Activities (Successful/Unsuccessful)

Sante GMT, the largest dairy and juice production facility in Georgia, has received
numerous OPIC loans to help the business expand business operations and increase
production. Sante GMT expanded its business to include improved milk collection
and better distribution infrastructure in Georgia. As a result, Sante GMT is
increasing the standard quality of milk and other dairy products sold in the market
in Georgia - making it safer for buyers and consumers.
The project also established 20 new milk collection centers throughout rural
Georgia. These collection centers are improving the livelihoods of thousands of
rural farmers who assist with the company’s procurement of local fresh milk.
With the introduction of new production processes, consumers are also benefiting
from new products that Sante GMT offers such as fresh milk and yogurt in PET
bottles, organic dairy products as well as products that previously had to be
imported, such as butter.
Through OPIC’s financial assistance, Sante GMT became the first producer of
branded cheese in Georgia and is now an established brand name, holding the
largest market shares in dairy products.

Wimm Bill
Dann

Dairy
Processor

Russian dairy company acquired by Pepsico in 2010. Operates special milk
collection centers throughout Georgia, installed tank fridges for smallholders to
deliver milk, delivered to the WBD factory daily via carrier trucks. Matsoni, sour
cream, Kefir and Milk are the most popular products of Soplis Nobati on the
Georgian market. Started exporting to Azerbaijan and Armenia in 2012. (As of
2012) WBD had invested 28 million GEL in Georgia since 2007. In 2008 a brand
new factory was built from scratch, new equipment and production lines were
installed. Our own distribution was built which significantly helps with the control
of complex supply chain issues.
WBD is deeply interested in having a sustainable raw milk base in every country
we operate in. Unfortunately, in Georgia we currently cover only about 50 percent
of the annual raw milk necessities. Our key suppliers in Georgia are various small
farmers and family-based farmers with no stable milk output, compared to the 15
litre/day per cow WBD farms in Russia.
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with other
stakeholders
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Type of Actor

Geographic
Location(s)

# of People Served
(Employees,
Clients)

Activities (Successful/Unsuccessful)

Relationship
with other
stakeholders

WBD is working with the farmers on a regular basis: we audit the milk production,
help in shaping the plan of the corrective measures, train specialists and assist in
formulating the development plan for the farm. WBD is working on a project to
ensure sustainable and high quality supply of raw milk. We plan to in the nearest
future approach the Ministry of Agriculture of Georgia with a project proposal for
improving the genetics of cattle, organization of veterinary services in order to
increase marketability of milk and reduce somatic cells in raw milk, making an
agronomic development plan aimed at perennial pastures and fixing winter
feeding.
Eco Food

Dairy
Processor

JSC Bank

Bank

Credo Bank

Bank

Kvarlis Baga

Large Dairy
Farm

Lasha
Papashvili
(owner)

(As of 7 years ago) Eco-Food possessed 45% of the dairy products market share
in Tbilisi. Fresh milk is one of the company’s main strategies together with cheese
production.
The bank operates
over 215 branches
to service over 1.5
million client
accounts which
represent over a
third of the
Georgian market.

farm in Kvareli,
Kakheti

Received several OPIC loans to support the expansion of the bank’s small and
medium sized enterprise (“SME”) lending portfolio (the “Project”). OPIC will be
guaranteeing $30 million of the $40 million Citibank loan under the Citibank
Global Framework Agreement II. Founded in 1903 with headquarters in Tbilisi,
JSC Bank of Georgia is the country’s largest private bank.

OPIC loan
recipient

Bank offering microfinancing. Received a loan from IFC to expand the financing
of the company’s microfinance clients. VisionFund Georgia sold its shares to
Credo in 2014.

IFC loan
recipient

Kvareli Baga Ltd is a dairy farm established in 2011, operating in the fast growing
Georgian dairy market and managed by a livestock expert from Israel. As of today,
the Farm is fully operational and supplies raw milk to the largest Georgian dairy
product processors.

IFC loan
recipient

Kvarlis Baga received a $2M IFC loan to: (i) to increase dairy farms existing
capacity from 116 milking cows to 350 milking cow; and (ii) working capital
requirement (collectively the “Project”). The total Project cost is estimated at US$
8 million.
The Company is targeting the continuous lactation of 350 dairy cows. The first
stage has been successfully completed with a combination of sponsor equity and

Name of Actor
Type of Actor

Geographic
Location(s)

# of People Served
(Employees,
Clients)

Activities (Successful/Unsuccessful)
loan funding from local banks and EBRD. The initial 132 Holstein heifers were
delivered in 2013 and currently 116 cows are in full lactation.
Forage and grain is sourced from land (210 ha) currently owned by the Company
and its shareholder in close proximity to the dairy to satisfy all of its forage (alfalfa
and silage) requirements and 30% of the corn grain requirements.

Association of
Professional
Milk Producers
of Georgia

The Association has set up a consultancy center where trained specialists can
provide members with professional advice, and where opportunities for buying
inputs and processing milk can be explored.

National Food
Agency

Ministry of
Agriculture

National Food Agency provides food/feed safety and quality assurance, as well as,
carries out state control over the fulfillment of hygiene, veterinary-sanitary and
phytosanitary rules and requirements; Conducts risk management and
communication according to the food/feed, epizootic and phytosanitary risk
assessment; Carries out food safety state control; Registers veterinary medicines,
pesticides, agrochemicals; Performs denomination of place of origin of the mineral
water; is responsible to apply categories to the water products; Manages
prophylactic-treatment and eradication activities against especially dangerous
animal diseases; Assures protection of plants from quarantine and especially
harmful organisms; Coordinates private veterinary activities; Issues certificates
and permits according to the Georgian legislation in force. Provides society with a
timely, impartial and reliable information on hazards and possible risks; Responds
to the violations of Georgian Administrative Offence Code.

Agricultural
Cooperatives
Development
Agency

Ministry of
Agriculture

Aim of the Agency: Promote rehabilitation of rural areas and agriculture through
development of agricultural cooperatives. It has a State Program to Support Dairy
Production Agricultural Cooperatives.

Agriculture
Projects
Management
Agency

Ministry of
Agriculture

GoG started two new projects which support agriculture development in Georgia:
Cheap agro-credit program has been initiated by the Ministry of Agriculture in
2013. 11 major banks are involved in this program, where part of loan interest
payments is subsidized by APMA (under the Ministry of Agriculture).
Cheap agro-credit program includes two types of loans:
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with other
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•Credit for capital assets (12,000-600,000 USD) - rates are between 12-15% and
APMA covers 11%.
•Credit for working capital (2,000-100,000 GEL) - rates are between 14-15% and
APMA finances 8%.
Grants for agro processing companies – new agriculture processing factories
(minimum value of project 200,000 USD) can get grant (maximum 500,000 GEL
and 40% of total project) from the APMA. However, grant should be used only for
purchasing of capital assets (excluding land and buildings) and/or training &
technology implementation. Additionally, factory should use local raw materials
and labor. The project supports only specific sectors and specific regions
(production of wheat flour, wine and other alcohol beverages aren’t covered by
this scheme).
Georgian Rural
Development
Department /
Georgian
Institute of
Public Affairs

Academic
Institution

GRDP of GIPA is the successor of a United States Department of Agriculturefunded program launched in June 2003 and managed by the GIPA since April
2005. Its mission is to develop sustainable modern practices in rural areas through
knowledge-based programming. Providing a wide variety of services—education
and capacity-building, institutional development, designing sustainable socioeconomic solutions for conflict and economically depressed zones, policy making
and administration in the fields of agriculture and rural development and project
management—its key fields of expertise and intervention area agriculture,
veterinary, animal health, food safety, agricultural statistics, agro-business,
professional and vocational education and the rural economy.

Starting from 2005 our work includes the following current and ongoing projects:
Veterinarians' Regional Associations (VRAs) which bring together more than 100
rural veterinarians to support and promote their work in expanding veterinary
coverage throughout Georgia; Extension Training Sessions as a pilot model for
extension centers based on the US Land Grant Universities model; Capacity
Building of Georgian National Statistics Office and the Ministerial Level Steering
Group of the National Animal Health Program which works at the policy level
with the Ministry of Agriculture to support advisory function, facilitate
information sharing and to channel donor investment into sustainable projects.

Successor of
USDAfunded
program.
National
Animal
Health
Program and
related
Steering
Group
implemented
in
partnership
with
Colorado
State
University.

Name of Actor
Type of Actor

Ministry of
Environment
Protection and
Agriculture of
Georgia

Ministry of
Agriculture

Ministry of
Economy and
Sustainable
Development

Ministry of
Economy and
Sustainable
Development

Geographic
Location(s)

# of People Served
(Employees,
Clients)

Activities (Successful/Unsuccessful)
The core function of the Ministry is to develop and implement a unified
government policy on the development of agricultural sector of Georgia.
Objectives: Carry out agrarian reforms considering international experience as
well as historical and national traditions of the country, support the development
of agricultural cooperation; promote processing of primary agricultural and food
products; support the use of export potential and strengthen the positions on the
international market; collecting / analyzing information about conditions and
tendencies of internal and external markets. Promote and organize scientificconsulting services, capacity building and hands-on training courses of agricultural
entrepreneurs; registration and organization of pesticides, agrochemicals, testing
new animal and/or plant breeds; supporting the accessibility and renewal of
agricultural equipment and technologies; forecasting the need of pesticides and
agrochemicals and promote their application.

EBRD

Entrepreneurship development, export development, innovative business,
Tourism, Transport, Communication, information and modern technologies,
spatial development, city-building and construction, national quality
infrastructure.
EBRD helps businesses flourish. Through their financial investments, business
services and involvement in high-level policy reform, they are well placed to
promote entrepreneurship and change lives.
Their tailored solutions share a consistent goal of fostering the transition to open,
market economies, whilst promoting innovation, growth, inclusion and
transparency.
Services they offer: Financial investment projects are at the heart of their
operations.
In
addition,
they
provide business advisory services and
promote trade finance and loan syndications.

ISET-PI

Think Tank

ISET Policy Institute was founded in 2011 by the Partnership for Economics
Education and Research (PEER) with the financial support of the Think Tank Fund
(TTF) of the Open Society Institute.

Relationship
with other
stakeholders
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Type of Actor

Geographic
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# of People Served
(Employees,
Clients)

Activities (Successful/Unsuccessful)
The Think Tank Fund of the Open Society Institute supports independent policy
centers in Central, Eastern Europe, and the South Caucasus that strengthen
democratic processes.







PEER Inc. The Partnership for Economics Education and Research, a US-based
NGO bringing together a consortium of international donors, the Government of
Georgia and Ivane Javakhishvili Tbilisi State University. PEER Inc. was
established in 2006 to provide for ISET and ISET-PI governance and fundraising.
All consortium members, regional governments and the host university (TSU) are
represented on the Governing Board of PEER Inc.
SIDA. Swedish International Development Agency (SIDA) Supported ISET
Policy Institute with 5-year core grant for institutional development starting in
2014. The main objective was to transform ISET-PI into the premier economic
policy think-tank in the South Caucasus via forming four new specialized policy
research centers to work alongside the Institute’s Agricultural Policy Research
Center. These four new centers address the following priority areas: i)
macroeconomic and financial regulation; ii) social policy; iii) private sector
development; and, last but not least, iv) energy and environment.
G-PAC . Through a partnership with the Think Tank Fund of the Open Society
Institute, the G-PAC (Policy, Advocacy, and Civil Society Development in
Georgia) Think Tank Support Program strengthens the capacity of think tanks and
policy-oriented NGOs to develop and present policy options.
Partners
ISET-PI’s main partner is ISET, with which it shares its academic and human
resources. ISET-PI is also a member of an international network of modern
economics teaching and research centers in Eastern Europe and former USSR
countries coordinated by the Stockholm Institute of Transition Economics (SITE),
including such established centers of excellence in economics teaching and
research as NES /CEFIR (Moscow), KIE/KSE (Kyiv), and BICEPS/SSE (Riga).





SITE was founded in 1989. Since that SITE has become a leading research and
policy center on transition in the former Soviet Union and Central and Eastern
Europe;
CERGE-EI (Center for Economic Research and Graduate Education - Economics
Institute) is a joint workplace of Charles University and the Economics Institute of
the Czech Academy of Sciences.
NES/CEFIR. The Centre for Economic and Financial Research (CEFIR) at New
Economic School (NES) is an independent economic policy think tank established
in Russia in 2000. CEFIR’s mission is to improve Russia’s economic and social
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Activities (Successful/Unsuccessful)
policies by producing cutting-edge academic research and policy analysis and by
helping policymakers and the public to make informed choices;
KIE/KSE. The Kyiv School of Economics (KSE), founded by the Economics
Education and Research Consortium (EERC) (www.eerc.ru) and the Victor
Pinchuk Foundation (www.pinchukfund.org ), is a world-class institution with a
reputation for excellence both in Ukraine and internationally;
BICEPS/SSE . The Baltic International Centre for Economic Policy Studies
(BICEPS) is an independent research centre located in Riga, Latvia. The aim of
the center is to undertake and promote high quality policy-oriented research in
economics and other social sciences and to provide informed advice and consulting
services for both government and business in the Baltic States and elsewhere.
The Agricultural Policy Research Center has been established at the ISET
Policy Institute in July 2014 with a 3-year grant from USAID.
The Center’s model is based on the synergy between policy research,
professional training, and teaching activities, capitalizing on the institutional
strengths of ISET and ISET-PI.
The goal of the Center is to be a leading player in agricultural policy research in
the region, promoting evidence-based policymaking in the agricultural sector

Regional
Development
Association

NGO






RDA is a nonprofit organization with the mission to impact lives by encouraging
people to engage in changes for the better. It was founded in 2010 by a team of
successful professionals of private and development sectors with the aim to support
establishment of business favourable environment and reinforce social corporate
responsibility in rural Georgia. RDA operates primarily in Samtskhe Javakheti
region with head office in Tbilisi.
Creation of RDA by its founders in the beginning of 2010 was preconditioned by
years of business operations in the region under the name of Georgian Buziness
Zone Ltd. The founders run ISO certified Dairy and Combined Feed plants in
Tsnisi village and milk collections centers in Tsira, Tskaltbila and Pamaji villages
of Akhaltsikhe district which were established and equipped as a result of
attracting grant funds from BP, the Millennium Challenge Program, CARE and
Mercy Corps. This assistance was matched by 50% financial contribution by GBZ.
Product sorting and branding methods in the dairy plant were elaborated by highly
qualified dairy technologists and marketing specialists provided within the scope
of USAID funded Farmer to Farmer program.
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Activities (Successful/Unsuccessful)

Despite successful operations, GBZ was dealing with number of social, policy,
economic and mentality issues on its way of development, which actually grew
into decision to also create socially oriented non-profit entity.
Throughout these years RDA enriched its experience with community
mobilization skills, established relations with farmers, local government, all S-J
based donor organizations. The team has also been delivering technical assistance
and funding it from own economic activities. Namely, providing free consultations
in veterinary and feeding issues, trying to help beneficiaries (milk suppliers)
maintain healthy animals with higher yielding capacity to ensure supply of quality
milk for processing. For the same reasons, GBZ purchases necessary vaccines and
medications and gives to their beneficiaries for gratis.
In 2010, RDA signed cooperation agreements with Akhaltsikhe and Gori
universities and delivered practical training in plants to 68 students.
Of course these actions have been carrying primary interest for the company and
are expected to give favorable outcome for the business, but on another side, these
social activities have been mutually beneficial and made significant difference in
the mentality and awareness of people in the nearby villages.
Apart from Georgian Business Zone Ltd., RDA founders have been running LBN
Ltd., together with a foreign partner since 2005. The company is official authorized
dealer of multiple international companies such as: Italian companies - Cassa del
Café Vergnano (coffee), Gaggia (coffee machines), GBG Carpagani (coffee
machines); Animo (coffee machines), Denmark; Ronnerfield (tea), Germany;
Intermak (dairy equipment), Turkey. GBZ and LBN have established strong
distribution network and supply products to most large supermarket chains, hotels,
and companies throughout whole country. LBN Ltd. also operates Café Vergnano
in Tbilisi. Most foodstuffs supplied to these two restaurants are supplied by the
company beneficiaries from Akhaltsikhe.
After its success to impact socio-economic condition around itself, RDA team has
come to understand that it could use its managerial experience to undertake larger
projects and deliver much more serious results. By acknowledging this, the team
gained confidence in achieving success in social sector and understood that
activities in legal form of non-commercial, non-profit organization would give it
the opportunity to attract donor funds and engage in more serious projects aimed
at development of the region’s civic society and business enabling environment.
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Scientific
Research
Center-Jigaura
experimental
base







Georgian
Business Zone

Private
Company

Activities (Successful/Unsuccessful)

RDA was selected to co-manage the BP funded Community Development
Initiative project, Phase 3 in 2011 with CARE International in the Caucasus, within
the scope of BP’s nationalization strategy. In 2012, RDA took over the three-year
Phase 4 of the same activity. The project has budget of $1.6 million and has social
and economic objectives spread out in several grant and technical assistance
components, like assistance for startup business, infrastructure projects, social
enterprises, farmer demonstrations, trainings, capacity building, financial and legal
services, etc. RDA is responsible for the west part of the Baku-Tbilisi-Ceyhan
(BTC) pipeline community, 27 villages of Samtskhe-Javakheti region. CDI 4 will
run until 2014.
In order to restore the scientific-research activities in agricultural sector, the
government of Georgia on 13th of February 2014 has established the LEPL
Scientific-Research Center of Agriculture (SRCA). Based on the Act N162, the
entire infrastructure of the LLC, Agro” and N(N)LE ,,Agro-Cartu” bases have
been assigned to government of Georgia.
Objectives of SRCA:
Explore-study, rehabilitate and develop local gene pool of the annual and perennial
crops;
Set up the genetic bank;
Arrange the standardization and certification systems for planting and seedling
materials;
Endorse the bio-agro (organic) production, promote the ecologically safe food
and harmonize it with international standards;
Advance technologies of the agricultural food processing and post-harvest
management;
Measure the pests and diseases of plants and elaborate the integrated control
systems;
Explore, restore and improve the population of local breeds of agricultural and
domestic animals, poultry, fish and useful insects of Georgia; Research and
adaptation of imported breeds;
Set up of electronic information bank;
Scientifically evaluate the risk probability, revealed in food and forage and work
out the recommendations for the risk management bodies;
Communicate with the public, international, donor and non-governmental
organizations;
Develop and promote the extension programs, spread the regional knowledge.
GBZ was established in 2010, it is an agro company and owns ISO certified milk
processing plant with HACCP standards, cattle food production enterprise and
cattle farm with international standards. The company has worked with donor
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organizations such as Millennium Challenge Georgia Fund, Agribusiness
Development Program and the British Petroleum (BP) and public investment
program implemented by CARE International in the Caucasus, to restore the
efficiency of agricultural production in Georgia Project (REAP), International
Organization Niras-Georgia.

JSC MFO
Crystal

Microfinance
Organization

JSC MFO Crystal is a dynamically growing local microfinance organization,
supporting development of micro and small business sectors in Georgia. Crystal
offers a wide range of high quality financial services to the customers including:
micro, SME and agro loans for start-ups and operating businesses; housing and
consumption loans; currency exchange services; remittances; utility payment
service etc. Headquartered in Kutaisi (West Georgia), Crystal is mainly focused
on micro entrepreneurs and farmers living and working in regions and remote
areas. For 2017, almost 29% of the company’s loan portfolio is concentrated in
non-urban areas.
The mission of JSC MFO Crystal is to support micro and small entrepreneurs and
farmers in realizing their business potential, reaching financial stability and
elevating their living standards. Crystal is seeking for long- term partnerships by
offering transparent, innovative and fast financial solutions, tailored to the needs
of customers, providing them with knowledge critical to their economic success.
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