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“Winemaking is really quite a simple business; only the first 200 years are difficult,” opined
Baroness Philippine de Rothchild, 1 the late owner of a wine empire spanning France,
2
California, and Chile. In Georgia—a mountainous country between the Black and Caspian
3
Seas, where Europe meets Asia—wine has been made continuously for the last 8,000 years.__
Despite the country’s long history of winemaking, this business has not yet become easy, but
it has evolved to serve as an engine of national development. This paper conceptualizes the
country’s winemaking from the perspectives of path dependence, globalization, and
institution-building, pointing to the centrality of winemaking in Georgia’s cultural, economic,
political, and social life, as well as its role as a major promoter of global awareness of the
country.
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“Winemaking is really quite a simple business; only the first 200 years are difficult,” opined Baroness Philippine de Rothchi ld,1 the late owner of a wine empire spanning France, California, and Chile.2 In Georgia—a mountainous country between the Black and Caspian Seas, where Europe meets Asia—wine has been made continuously for the last 8,000 years.3 Despite the country’s long history of winemaking, this business has not yet become easy, but it has evolved to serve as an engine of national development. This paper conceptualizes the country’s winemaking from the perspectives of path dependence, globalization, and institution-building, pointing to the centrality of winemaking in Georgia’s cultural, economic, political, and social life, as well as its role as a major promoter of global awareness of the country.

Theories and Realities
Having survived a difficult transition from the Soviet regime to political independence and from a
command-based to a market economy—a transformation marked by economic chaos, energy crisis,
ethnic conflict, and civil war—Georgia now aims to “establish a democratic social order, economic
freedom, and a legal and a social state.”4 Given the country’s long history—which has passed through
Greek colonization, Roman-Persian rivalry, Byzantine-Islamic conflicts, and domination by the Ottoman,
Iranian, Russian, and Soviet Empires—a proponent of the path dependence theory would have a wide
range of paths to consider.5 For Georgia, as for other countries, history matters, and the historical choice
that has been made since 1991 emphasizes the importance of the short-lived but momentous Democratic
Republic of Georgia (1918-1921) before the Bolshevik takeover and the country’s incorporation into the
Soviet Union.
Following seventy years behind the Iron Curtain, sealed off from the West (1921-1991), independent
Georgia has chosen openness to the world and embraced political, economic, and societal globalization. 6
In the recent era of discontent with globalization—primarily due to a growing divide between the haves
and the have-nots and a failure to ensure economic stability7—Georgia’s leadership remains
unequivocally internationalist and emphatically pro-Western. The Constitution of Georgia (last amended
in 2018) explicitly stipulates that the country should be integrated into Western political and military
institutions: “The constitutional bodies shall take all measures within the scope of their competences to
ensure the full integration of Georgia into the European Union and the North Atlantic Treaty
Organization.”8 This legal stipulation is strongly supported by Georgian public opinion, as polling results
consistently show (see Figures 1 and 2).

* This paper owes much to a collaboration between the George Washington University’s Graduate School of
Political Management on the US side and Sector 3 – Hub for Development, Center for Development and
Democracy, and Endowment “ProDemos” on the Georgian side. Despite the COVID-19 pandemic, we were able to
hold a joint online program on May 2-5, 2020, with the participation of high-level Georgian officials and
representatives of civil society, and we look forward to furthering engagements. My thanks also go to Rahat
Charyyev, a Political Science student at Concordia University, for his help with the search for literature sources and
his work on the figures.
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Figure 1. Responses to the question: “Do you support or oppose Georgia joining the European
Union?”

Source: “Public Opinion Survey: Residents of Georgia,” Center for Insights in Survey Research,
Project of the International Republican Institute, September-October 2019, 21, accessed May 21,
2021, https://www.iri.org/sites/default/files/wysiwyg/georgia_poll_11.18.2019_final.pdf.

The latest waves of anti-globalization populism,9 amplified by the COVID-19 pandemic that brought most
of the world to a standstill,10 have not shaken Georgia’s interest in expanding and intensifying its external
relations and linkages.
Since gaining independence from the Soviet Union in 1991, Georgia has been tirelessly building the
political and economic institutions—or “the rules of the game,” “the humanly devised constraints that
structure human interaction”11—suitable for a free democratic society. A focus on institutions is
imperative if a nation seeks to achieve economic success, eliminate poverty, and ensure equity. And it is
inclusive governments and institutions (as opposed to extractive ones) that foster prosperity and
sustained upward development.12
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Figure 2. Responses to the question: “Do you support or oppose Georgia joining NATO?”

Source: “Public Opinion Survey: Residents of Georgia,” Center for Insights in Survey Research, Project
of the International Republican Institute, September-October 2019, 23, accessed May 21, 2021,
https://www.iri.org/sites/default/files/wysiwyg/georgia_poll_11.18.2019_final.pdf.

Institutions must, however, be tailored to local conditions. As “good institutions are heavily dependent
on the local context, traditions, habits, and political culture,”13 the task of the Georgian leadership is thus
not to directly emulate foreign models, but rather to engage in a creative process of embedding formal
institutions into the existing matrix of informal norms, values, and path dependencies.

Path Dependence in Winemaking
One of the greatest Georgian writers and a leader of the national liberation movement, Ilia Chavchavadze
(1837-1907), is known as the Father of the Fatherland who defined Georgian national identity.
Chavchavadze highlighted three pillars of Georgianness: territory, conceptualized as the legacy of
Georgians’ forefathers; language, understood as the expression of the national spirit; and Christian faith,
to which, he believed, Georgians were deeply devoted and for which they would accept martyrdom. 14
Each of these national identity markers is closely connected with wine and winemaking.
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Regarding the first pillar, the territory of Georgia is believed to be a birthplace of winemaking. Having
originated in the Caucasus around 6,000 BC,15 winemaking spread west to the eastern Mediterranean
from 2,500 BC and to the north into much of Europe by 400 AD.16 In terms of language, the Georgian word
ghvino (wine) was probably the origin of the Latin term vino, considering that Georgia was allied with the
Roman Empire from the 1st century BC to the 4th century AD. Ghvino is connected with the Georgian words
meaning “to bloom,” “to arouse,” “to ferment,” and “to awaken.”17 Finally, reflecting the pillar of religion,
wine is sacred in Georgia. The 6th-century Jvari Monastery in Mtskheta—the continuous religious center
of Georgia—features a painting of the Virgin Mary holding grapes for the young Christ. The “Grapevine
Cross” is a major symbol of the Georgian Orthodox Church, while Georgian church architecture and
paintings use the vine leaf as one of their most distinctive motifs.
History matters for Georgia’s winemaking not only because of its roots on its territory and its exceptionally
long record of vintages, but also because of its unique Qvevri winemaking technique. This ancient
Georgian method of using terra cotta urns buried in the ground to ferment crushed grapes was in 2013
inscribed by UNESCO on the Representative List of the Intangible Cultural Heritage of Humanity.18
As a country between West and East, the Christian and Muslim worlds, Georgia has developed at the edge
of powerful empires whose attitudes toward wine-drinking and winemaking varied substantially. From
the 8th century onward, Georgia experienced numerous invasions by Islamic powers, which were
intolerant of alcohol consumption. The conquest of Georgia by the Central Asian ruler Timur, or Tamerlane
(reigned 1386-1405), was probably more destructive for Georgia and its winemaking than any other
enemy invasion. Fanatical opponents of wine-drinking, Timur’s forces looted and burned Christian
churches and monasteries and uprooted vineyards.19
Despite all setbacks due to historical upheavals and suppression, viticulture and winemaking remained
leading economic sectors during the Middle Ages and into the 19th century. Winemaking also survived the
early Soviet collectivization of agriculture during the 1930s and the late Soviet anti-alcoholism campaign
of the 1980s, which saw the destruction of many vineyards in Georgia. Evincing its extraordinary
perseverance and spiritual strength, the Georgian nation has recovered its wine industry.
Since the country’s major historical events are connected with attitudes toward wine and winemaking,
wine is key for understanding the political history of Georgia. It also has a special meaning as a unifier of
people and a source of social cohesion during the collective experiences of toasting, singing, and dancing.
The traditional supra feast gathers people around one table and involves a ceremony of toasting, which
is believed to originate in the tradition of blessing at ritual festivities, both Christian and pre-Christian.
Toasting is often accompanied by singing, and wine features prominently in Georgian songs—both
traditional and contemporary.
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Shota Rustaveli’s epic in verse, The Knight in the Panther’s Skin, is the greatest work of Georgia’s Golden
Age (12th – 13th centuries) and a supreme masterpiece of the national literature. As an authentic
representation of Georgian culture of hospitality and generosity, this chef-d’oeuvre praises the custom of
giving—in which wine features prominently—as honorable and self-rewarding:
Spending on feasting and wine is better than hoarding our substance.
That which we give makes us richer, that which is hoarded is lost.20

The Globalization of Wine
International Trade in Georgian Wine
The dynamics of global winemaking in the past half-century or so provide a perfect illustration of
globalization and its benefits. Exports as a share of global wine production grew from five percent in 1960
to 40 percent in 2012. Wine has become one of the most traded agricultural products. This trend has been
supported by a surge of foreign investment in the wine industry and mergers and takeovers of wineries—
resulting in an improvement in the quality and diversity of wines, as well as lower prices.21
Due to globalization, wines from “new” non-European exporting countries, such as Australia, Chile, New
Zealand, and South Africa, as well as from European transition economies, such as Romania, Hungary, and
Moldova, have invaded traditional European export markets. At the same time, domestic demand for
wine in traditional wine-producing countries like Portugal and France has fallen. Most impressively,
domestic wine consumption per capita in Italy and Spain has declined by three-quarters in the last six
decades.22
With the expansion of international trade and foreign investment, greater interconnectedness between
countries, and dramatic changes in both demand and supply of wines, even small producers have become
able to claim part of the global wine market. The total value of Georgian wine and wine-related alcohol
exports exceeded $252 million by 2018, making the industry the fifth-largest export generator for the
country.23
Globalization is not an exclusively 20th and 21st- century phenomenon.24 Georgia has been connected to
other countries since the Great Silk Roads of the 6th century, serving as an alternative route from China to
Byzantium under the Byzantine-Persian confrontations. It remained a corridor for silk and other goods
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until at least the 14th century, even though Georgia was by that time under Arab control.25 Between the
7th and 15th centuries, the country was also on spice routes dominated by Muslim merchants.26
During the first modern wave of globalization in the 19th century, Georgia supplied wines not only to the
Russian Empire (to St. Petersburg, Moscow, Warsaw, and the Baltic nations), including the Russian
imperial court, but also to Western Europe. Georgian wines received widespread international recognition
in such European capitals as Paris and Vienna, and were awarded prizes in international exhibitions.27
In the Soviet period, however, Georgia found itself cut off from international trade and competition. This
forced isolation led to a decline in winemaking standards and to lower-cost mass production of wine for
Soviet markets. High-quality vintage wines continued to be produced for the Soviet elite, while informal
production of “home wine” for one’s family and friends persisted across Georgia.
Despite its 19th-century history of exporting wine outside the Russian Empire, Georgia should be considered
a “new” exporting country under the latest wave of globalization. As a relative latecomer to international
wine markets, Georgia faces challenges—although judging by the experiences of several New World wine
producers, “latecomer” status does not make rapid growth in wine exports impossible.28
Figure 3. Georgian Wine Exports to OECD Member States

Source: “External Trade Portal,” National Statistics Office of Georgia, last accessed June 2020,
http://ex-trade.geostat.ge/en.
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Determined to strengthen its international outreach, Georgia has made a special effort to increase wine
exports to the members of the Organisation for Economic Co-operation and Development (OECD), which
span from North and South America to Europe and the Asia-Pacific. The value of the country’s exports to
OECD states increased more than three-fold from 2009 to 2019, amounting to $26.5 million in 2019
(Figure 3).
Georgia attributes the utmost importance to its relations with the United States (US). The two countries
signed a Charter on Strategic Partnership29 and reaffirmed the Charter’s principles on its 10th anniversary
in 2019.30 The countries also signed a bilateral investment treaty and a bilateral trade and investment
framework agreement.31 Although Georgia does not yet have a free trade agreement with the US,
economic cooperation between the two countries has been increasing, including in U.S. imports of
Georgian wine.
According to the National Wine Agency of Georgia, Georgian wine exports to the US (in terms of number
of bottles) enjoyed an average annual growth rate of 30 percent from 2014 to 2019 and surged by 46
percent in 2019 compared to 2018 (Figure 4). In monetary terms, however, these exports constitute a
very small proportion of the estimated $238 million of Georgian wine that was exported in 2019 to 53
countries (Figure 5)32.

Figure 4. Georgian Wine Exports to the US
Market (bottles)

Figure 5. Georgian Wine Exports to Selected OECD
Markets (x1000 USD)

Source: “Wines Georgia: Facts and Figures,”
The U.S. Trade/Media Office of the National
Wine Agency, Georgia, April 2020.

Source: “External Trade Portal,” National Statistics
Office of Georgia, last accessed June 2020, http://extrade.geostat.ge/en.
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Georgia has a free trade regime with the European Union (EU), the European Free Trade Association,
Commonwealth of Independent States (CIS) countries, Turkey, China, and Hong Kong. It also has bilateral
free trade agreements with Russia, Uzbekistan, Moldova, Kazakhstan, Ukraine, Turkmenistan, Azerbaijan,
and Armenia.33 More than 87 percent of Georgia’s domestic exports (exports of locally produced goods
and services, including those of foreign origin that have been substantially changed through local
processing) went in 2019 to countries with which Georgia has free trade agreements.34
It is, therefore, not surprising that CIS countries remain by far the leading market for Georgian wine. In
2019, the value of Georgian wine exports to the CIS constituted 79 percent of total exports. 35 A
comparison of wine exports to the CIS and the EU in 2013-2019 shows that wine exports to the CIS were
more than eight times higher (see Figures 6 and 7). Within the CIS, the National Wine Agency of Georgia
indicates that Russia was the leading importer of Georgian wine in 2019. Between January and November
of that year, Georgia delivered 54 million bottles of wine to Russia (an increase of 11 percent compared
to 2018). This is 6.5 times more than was delivered to Ukraine, the second-largest importer (8.3 million
bottles) and 8.6 times more than went to China, the third-largest importer (6.3 million bottles).36

Figure 6. Georgian Wine Exports to the CIS
countries

Figure 7. Georgian Wine Exports to the EU
countries

Source: “External Trade Portal,” National Statistics
Office of Georgia, last accessed June 2020,
http://ex-trade.geostat.ge/en.

Source: “External Trade Portal,” National
Statistics Office of Georgia, last accessed June
2020, http://ex-trade.geostat.ge/en.
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Wine and Food Tourism
Wine and food tourism is ancillary to the wine industry. Reflecting globalization, this type of tourism has
become a profitable global business: the industry was worth an estimated $42 billion in 2017, and the
revenue from it has been increasing annually.37 Georgia is not only a country of wine. It is also a land of
exceptional natural beauty, combining seashore and mountains; unique historical monuments, some of
which date from the 6th century; and extraordinarily ecologically diverse forests that cover about 40
percent of the country’s territory. All these characteristics are attractive for tourism, but Georgia’s wine
culture has emerged as the country’s leading promoter.
According to a study by the Georgian National Tourism Administration, “tasting Georgian cuisine and
wine” is cited as the main motive for 66.6 percent of international visitors to the country.38 Advertising
Georgia as a Cradle of Wine and wine as a symbol of Georgian national identity has naturally connected
wine production with wine and food tourism, and wine culture has become one of the drivers of global
awareness of and interest in Georgia.
The Georgian government’s “Georgia Tourism 2025” program, developed in cooperation with the World
Bank, supports infrastructure development, promotion of the country, service quality improvement, and
tourism diversification. It counts on Georgia’s natural beauty and rich culture to offer environmentally
conscious travel options as well as exposure to an artisan culinary movement.39
Given the dramatic increase in the number of family wineries registering for commercial production—
from 402 in 2016 to 1,088 in 201940—wineries can serve as the lifeblood of regional tourism and the rural
economy. Almost one-half of the Georgian population is employed in agriculture, even though this sector
comprises less than 10 percent of gross domestic product (GDP),41 and 98 percent of farmworkers are
considered self-employed subsistence farmers.42 Since human capital in the rural economy remains
largely untapped, it can be mobilized to participate in both winemaking and wine and food tourism
offerings.

Wars, Conflicts, and Pandemic: Effects on Wine Exports and Tourism
Globalization depends on geopolitics, and global crises—including military, political, economic, and health
emergencies—disrupt international flows of goods, services, people, and ideas. The First and Second
World Wars sounded a death knell to the first wave of globalization that had been launched by 19 th-
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century industrialization.43 Georgia’s conflicts with its nemesis, the Russian Federation—colored by
historical grievances as well as post-Soviet confrontations—are damaging to the Georgian economy,
including both winemaking and tourism.
In an atmosphere of persistent hostility and distrust mostly caused by Russia’s support for the secessionist
regions of Abkhazia and South Ossetia, which host Russian military bases, the Russian government
introduced a ban on Georgian wine in 2006 on the pretext of its low safety and quality standards. Since
Russia accounted at that time for 80 percent of Georgian wine exports, the losses from this ban were
extensive. Whereas the share of Georgia’s wine production volume that was exported had grown rapidly
in 2000-05 to nearly 50 percent of the total, it collapsed to just 7 percent by 2007.44 According to a study
conducted by the German Economic Team Georgia and the Policy Institute at the International School of
Economics at Tbilisi State University (ISET-PI), during the years of the Russian embargo (2006-2012),
demand for Georgian wine in EU and non-CIS countries was not able to replace the Russian market (see
Figure 8).45
Figure 8. Georgian Wine Exports by Destination (20082014)

Figure 9. Georgian Wine Exports to the Russian
Federation (2011-2019)

Source: Stephan Von Cramon-Taubadel and David Saha,
“Short-Run Risks and Long-Run Challenges for Wine
Production in Georgia,” Policy Paper Series, German
Economic Team Georgia and ISET Policy Institute,
Berlin/Tbilisi, May 2015, 7, accessed May 21, 2021,
https://isetpi.ge/images/Projects_of_APRC/Shortrun_risks_and_longru
n_challenges_for_wine_production_in_Georgia_PolicyPape
r.pdf?fbclid=IwAR39DCAly55jpEgp1QVDLhXKnPZErlj7DxGL5
M7l0SwLfuzIrbCwS7zQ380.

Source: “External Trade Portal,” National Statistics
Office of Georgia, last accessed June 2020, http://extrade.geostat.ge/en.
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Some observers argued that the Russian embargo was a blessing rather than a curse for Georgia’s
winemaking, as it stimulated improvement in the quality of wine and diversification of the country’s
exports. Most producers were nevertheless happy to see the ban lifted in 2013, as this caused wine
exports to Russia to rise substantially (Figure 9), allowing for continued improvements in the wine industry
while taking advantage of the Russian market.46
Georgia’s conflict with Abkhazia and South Ossetia and thus with Russia as the separatists’ “protector”—
or, in Georgia’s eyes, “occupier”—has been “frozen” since the last military conflict in August 2008.
Georgian-Russian relations did, however, experience another shock in June 2019, when Tbilisi exploded
in mass protests against the chairing of an assembly of legislators from Orthodox Christian countries held
in the Georgian parliament building by a Russian parliamentarian. The demonstrations resulted not only
in protesters clashing with police and getting arrested, but also in a Russian ban on direct flights between
the two countries.47
The escalation in tensions between Russia and Georgia negatively impacted winemaking because it hit
hard Georgian tourism, which accounted for 7.6 percent of the country’s GDP in 201848 and 8.1 percent
in 2019.49 The ban was expected to shave at least $141 million off Georgia’s $3.5 billion tourism revenue
as a result of the 25-percent drop in the number of tourists.50 The ban on flights was estimated to cost the
Georgian economy around 0.6 percent of GDP.51
The ongoing global coronavirus (COVID-19) pandemic caused another shock to Georgia’s international
position. Despite the early preventive and protective measures taken by the government, Georgia has not
escaped the health emergency. As of May 17, 2021, there had been 330,375 confirmed cases in the
country and 4,442 deaths.52 Nor has Georgia managed to shield itself from the global economic meltdown:
real GDP fell by six percent in 2020, a drop higher than the global average.53 This decline is not surprising,
considering that 31.3 percent of Georgia’s GDP depended in 2018 on the travel and tourism industry,
including such associated establishments and businesses as hotels, restaurants, events planning, parks,
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transportation, supermarkets, and shops.54 Tourism, one of the most negatively affected industries
worldwide, accounted for 45 percent of the country’s exports in 2018, while 75 percent of travelers came
from abroad.55
The interruption of international travel, which before the pandemic entailed direct flights from 35
countries by 43 airlines,56 restrictions on domestic travel (related to both business and vacations), and the
national lockdown have dried out tourism and reoriented the entire hospitality sector to providing
quarantine services.57 A study by ISET-PI found that the suspension of the tourism sector as a result of
COVID-19 might cost Georgia between $514 million and $2.01 billion.58

Globalization: Distress and Promise
Despite these shocks to the internationalization of Georgian wine and the country’s wine and food
tourism, Georgia is committed to persevering and seizing globalization-related opportunities. According
to the United Nations World Tourism Organization, “the past crises have shown tourism’s capacity to
bounce back strongly and quickly after external shocks.”59 If Georgia’s hospitality sector, including wine
and food tourism, manages to recover relatively quickly—emulating its recuperation from previous
crises—this will provide a multiplier effect to other sectors of the Georgian economy, including
winemaking.
Ironically, the underdevelopment of Georgian agriculture—its small scale and subsistence character—
may be advantageous in the post-pandemic global environment. Between 92 and 95 percent of the
country’s grapes are grown on family farms.60 Compared to large commercial enterprises, family
vineyards and the production of wine for self-consumption enjoy greater resilience in the face of global
crises. Once the crises are over, the agility of family farms allows them to quickly profit from selling
wine to larger traders; open wine cellars for tours; and supplement winemaking by offering
accommodation and other services to visitors, including international ones. As small cellars mainly sell
Qvevri wine, they can also reinforce Georgia’s image as a Cradle of Wine with a unique wine culture,
which is appealing to foreign tourists, especially those from distant countries.
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Institution-Building
General Progress
Institutions—formal and informal rules that guide the interaction and performance of organizations and
people—are essential to the sustainable development of any economic sector. Considering the long
history of Georgian winemaking, it is especially important to embed the institutions promoting
winemaking in the country’s history and culture and to ensure linkages between formal and informal rules
of behavior.
Upon gaining independence, Georgia faced the mammoth task of establishing an institutional framework
for effective management of a market-style economy under a democratic regime. In cooperation with the
World Bank and with support from the EU, in the 1990s the Georgian government identified three priority
areas of institution-building: (i) the financial sector, (ii) economic management, and (iii) privatization and
enterprise reform.61 The institutional development agenda called for the adoption of completely new laws
and standards of operation, the improvement of the government’s capacity for economic policy analysis
and decision-making, the creation of a new tax collection system, the establishment of trade and tariff
procedures and regulations compatible with a liberalized trade environment, and many other changes
needed for the transition from a state-controlled command economy. Georgia also needed to “strengthen
the institutional capacity in the areas of labor and social security, legal framework, organizational
structure, employment services, targeting of benefits, and training.”62
The hallmarks of the liberal reforms following the 2003 Rose Revolution were the deregulation of the
economy; the reduction of the powers of the state bureaucracy; and zero tolerance for crime, corruption,
or (having dramatically lowered tax rates) tax evasion. The government's anti-corruption strategy yielded
impressive results. Between 2002 and 2005, the percentage of Georgian firms reporting frequent bribery
declined from 38 percent to 8 percent.63 Due to these profound institutional changes, Georgia has been
improving in terms of economic freedom, global competitiveness, and conditions for doing business.
International rankings demonstrate that between 2007 and 2017, Georgia evolved to become one of the
highest-ranked countries on these indices (see Figure 10).
Reflecting the country’s greatly improved governance, the World Bank’s Doing Business survey ranked the
Georgian economy #7 in the world for “ease of doing business,” considering it #2 and #7 of 190 economies
for ease of “starting a business” and “registering property,” respectively.64 The other Doing Business
indicators are shown in Figure 11. In another positive sign, Georgia featured on the list of top 10 most
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improved countries for three consecutive Doing Business cycles in terms of “tackling burdensome
regulation.”65
Figure 10. Georgia’s Advancement in International Rankings (2007-2017)

Source: “Georgia Keeps Advancing in International Rankings,” The Embassy of Georgia to the United
States of America, November 7, 2017, accessed May 21, 2021,
https://georgiaembassyusa.org/2017/11/07/georgia-keeps-advancing-in-international-rankings/.

Figure 11. Rankings on Doing Business topics—Georgia

Source: “Economy Profile of Georgia,” World Bank Group Doing Business 2020 Indicators, 3, accessed
May 21, 2021,
https://www.doingbusiness.org/content/dam/doingBusiness/country/g/georgia/GEO.pdf.
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Since 2002, Georgia has been progressing on all dimensions of governance monitored by the World Bank
(Figure 12). Although the pace of the county’s institutional development has slowed since 2014, Georgia
continues to improve its “regulatory quality” and “government effectiveness,” reaching in 2018 its highest
evaluations to date (83.17 and 76.44 percent, respectively), while holding steady on “control of
corruption” compared to 2014. Georgia’s commitment to initiating and implementing reforms promoting
private-sector development received in 2018 one of the highest scores in Eastern Europe, behind only the
Czech Republic. This institutional progress is especially impressive given that Georgia has rather low scores
on the indicator of “political stability.”66
Figure 12. Georgia in the World Bank Ratings (2002-2018)

Source: “Worldwide Governance Indicators—Georgia in the World Bank Rating 2019,” Institute for
Development of the Freedom of Information, October 10, 2019, accessed May 21, 2021,
https://idfi.ge/en/world_governance_indicators_georgia_in_world_bank_2019_report%20_2019_rep
ort.
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Institutions for Winemaking
Georgia’s new institutions are vital to the success of its wine industry. The main piece of legislation that
guides the development of winemaking is the Law of Georgia on Vines and Wine, which was first adopted
in 1998 and has been amended several times since then, most recently in December 2018. This law defines
winemaking as a “priority sector of the country’s economy” and seeks to support its development,
including the “production and marketing of competitive grapes, wines and other alcoholic beverages of
grape origin, and the protection of the consumer market from falsified and poor-quality products.”67
Created under this law, the National Wine Agency is charged with control and certification of wine
production quality, the promotion of Georgian wines and their export, research and promotion of
Georgian vine and wine culture as well as vintages, and registry of vineyards. As part of the Ministry of
Agriculture, this agency cooperates with the state and private companies involved in winemaking. 68 The
report of the National Wine Agency for the third quarter of 2019 highlights the “Georgian Wine Asia Tour”
intended to diversify Georgia’s wine exports; archeological research into the beginnings of winemaking in
Georgia; and data on certification, state control, and inspection of wines.69
To boost Georgian winemaking, the National Wine Agency organizes exhibitions and presentations of
wine, wine festivals, and the International Qvevri Competition. For example, both the International
Natural Wine Festival, held under the slogan “Zero Compromise,” and the New Wine Festival took place
in Georgia’s capital, Tbilisi, in May 2019. The National Wine Agency also participates in wine expos and
fairs and supports exchanges among wine professionals around the world. 70 In collaboration with the
America Georgia Business Council, this agency also organizes ღVino Forums of America, the second of
which was held in Boston in 2019.71 Under the conditions of the global pandemic, the third ღVino Forum
of America took place online in November 2021.72
As for educational institutions, the first horticultural colleges were set up in Tbilisi and Kutaisi, followed
by a viticultural school in Kakheti, the main wine-producing region, in the mid-19th century.73 The training
of viticulturalists, winemakers, and wine marketers is a priority in today’s Georgia. Such institutions as the
Agricultural University of Georgia and the Georgian Technical University prepare wine professionals via,
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respectively, a bachelor’s program in viticulture and winemaking74 and a master’s program in viticulture
and enology.75
The modernization of institutions goes hand in hand with the preservation of the Georgian traditions of
winemaking. Western winemaking techniques and French vines were introduced to Georgia in the early
19th century, but such historically famous wineries as those of Prince Alexander Chavchavadze (17861846) and Ivane Bagrationi-Mukhran Batoni (1811-1895) also built on traditional Georgian ways of
producing wine.76 Similarly, today’s wineries have not lost their links to Georgian tradition and history,
although they benefit from international investment and European mastery. The Tsinandali complex
associated with the name of Alexander Chavchavadze has been since 2008 under the patronage of the
Silk Road Group, which has invested over $12 million in it.77 Chateau Mukhrani has developed into a
successful modern enterprise, capitalizing on both Georgian and French techniques and balancing quality
improvement with business expansion.78 To strengthen the research and development needed for
innovation in winemaking and adaptation of foreign technologies, a new Georgia Wine Institute was
established in Tsinandali, Kakheti, in 2011.79
Along with the emergence of new innovative ventures, the last decade has seen a revival of wineries in
ancient monasteries. Traditional celebrations of the harvest, or rtveli festivals, have become venues for
wine promotion to consumers and competition among producers.80 Given the improved institutional
conditions for winemaking, the industry has made strides toward a resurgence, including diversification
of wines and growth of exports. Combining modernization with traditions and formal, commercial wine
industry with informal, family-based production of “home wine” has played a role in this resurgence.

Winemaking as Engine of Development
The above discussion has shown that Georgia has all the key ingredients needed for winemaking to be a
major engine of national development.
Path dependence in the country’s winemaking is a blessing rather than a curse. Georgia’s rich history
offers opportunities to make the most of the more than 500 varieties of indigenous vines in Georgia and
of the ancient Qvevri winemaking technique.
Wine globalization, Georgia’s strong diplomacy to raise the country’s profile on the international stage,
and rigorous international marketing by the National Wine Agency have granted Georgian wines entrance
to global markets. The association of the country’s wines with its history as well as overall beauty and
green image also advances wine and food tourism. This approach has promoted the hospitality sector and
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wines of Chile, New Zealand, and Austria,81 and it is being successfully emulated in Georgia. Even the
ongoing global coronavirus pandemic has created some windows of opportunity for national winemaking
and wine and food tourism, as Georgia has managed to become one of the first countries to reopen to
international tourism. In February 2021, Georgia began to welcome vaccinated travelers and those with
negative COVID-19 PCR tests.82
Institution-building in Georgia has made significant progress since the beginning of this century. While
signaling important political changes and uplifting the entire economy, Georgia’s institutional
development reflected positively on the wine industry and related tourism. The new institutional
arrangements spanned legislation, government structures, policies and initiatives, educational and
research and development institutions, and enterprise modernization.
Winemaking is closely linked with major sectors of the economy: agriculture (grape growing), wine
production (grape processing into wine and other alcoholic drinks), transportation (of grapes and wine),
marketing of wine, and businesses associated with wine and food tourism (hotels, restaurants, event
planning, supermarkets, and shops). Investment in winemaking therefore stimulates most of the Georgian
economy—both urban and rural. Moreover, winemaking is labor-intensive and generates jobs, revenue,
and taxes directly as well as through ancillary industries and services.
The potential of Georgia’s winemaking is, nevertheless, much greater than the status it has achieved to
date. To realize this potential and ensure the effectiveness of winemaking as an engine of national
development, the following set of measures should be implemented.
First, to increase the proportion of premium wines it produces, Georgia needs to improve quality control
of products as well as timely detect and penalize any falsification. Stricter quality control and a
certification system to protect the Made in Georgia label would achieve two objectives: increase the
competitiveness of Georgian vintage wines in new export markets and decrease dependency on the
Russian market, which is volatile due to political tensions between the neighboring countries. Reliance on
the Russian market to absorb Georgian wine production remains substantial—almost 57 percent in
2020,83 even if this is a decline from 60 percent in 2018.84 While seeking to reduce its orientation toward
Russian consumers of mass-produced cheaper wines, the Georgian wine industry can still benefit from
exports of high-quality, superior wines to a segment of the Russian market and thus strengthen the
Georgian premium wines sector. This twofold approach would be consistent with the strategy of product
differentiation and quality upgrading.
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Second, in line with the Georgian government’s strategic focus on investment in human capital,85 further
expansion of the cadres of skilled viticulturalists, winemakers, and wine marketers is needed. The wine
industry can accommodate low-skilled workers and provide supplementary off-farm income to farm
households. At the same time, it requires a considerable number of professionals with post-secondary
education who possess the full spectrum of skills, including in vineyard management, construction and
operation of wineries, and coordination of the wine supply chain—integrating all phases of grape growing
and production, transportation, and sales of wine.
Third, government support is important for all stages of grape cultivation and wine production,86 but is
particularly critical for education and research and development, including statistical data collection and
evaluation. In a market economy, however, it is private investment that moves business. In addition to
domestic and local investors in winemaking, foreign investors are critical for bringing innovation and
modernizing the industry’s infrastructure and facilities. To rapidly expand wine exports from Georgia to
the West, attracting foreign investors and marketers is also essential: they have better knowledge of
foreign demand and market niches, as well as experience selling to Western markets.87
Fourth, to raise the profitability of wine and food tourism, the Georgian hospitality sector has to orient
itself more toward high-spending global markets instead of low-spending neighboring markets like Russia,
Azerbaijan, Armenia, and Turkey.88 As wine and food tourism in Georgia has been so far “buoyed by
nostalgia” for lost Soviet-era bonds,89 Georgia cannot yet afford to give up the revenue from tourists from
neighboring countries. But if catering to so-called “curious,” higher-spending markets is the priority, the
country must prioritize improving hospitality infrastructure (including hotels, restaurants, and roads) and
increasing the multilingualism (in English and other key languages) of hospitality, communications, and
marketing staff.
Fifth, even though small and medium-sized wineries exhibit some strengths, the recent experience of New
World wine countries suggests that “the firms that survive and thrive as exporters are the larger and moreproductive ones.”90 Therefore, Georgia cannot escape the consolidation of vineyards and the enlargement
of wineries. Among institutional arrangements, the advancement of the country’s land reform remains an
unfinished business. Land privatization in Georgia, which started in 1992, resulted in farmers’ ownership
of small parcels of land. Given the scarcity of land suitable for agriculture (less than 10 percent of the
country’s land is arable) and the sensitivity to changes of the one-half of the Georgian population
employed in agriculture, the most recent version of the country’s Constitution prohibited selling
agricultural lands to foreign nationals.91 Paradoxically, although this stipulation was intended to protect
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small farmers, it had a detrimental impact on them due to the ensuing lack of credit and investment.92
This contradiction awaits resolution and probably difficult political and legal decisions.
Indicating resilience and resolve in a time of global crisis, the capital of Georgia, Tbilisi, earned in 2020 the
top position on a list of European Best Destinations for post-pandemic tourism, while another Georgian
city, Batumi, placed a respectable 7th.93 Since the image of Georgia as a country for travelers is inseparable
from its image as a Wine Country, international recognition of the country’s hospitality sector also boosts
its winemaking and underscores the benefits of the nexus between these two segments of the economy.
For Georgia, wine is more than a product: it is a symbol of a unique national culture of hospitality, deepseated historical traditions, global aspirations, and institutional progress. It is instrumental to advancing
the country’s domestic agenda and improving its international position.
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