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Covid-19 pandemic has changed the world. Initially seemed as health-
care challenge, new Coronavirus managed to change not only medical,
but also economic, as well as almost all other aspects of our every day
life (Balogu, 2020). Coronomics even cooled down the global economic
interconnectedness which reached its historic heights in the 21st century
(Papava, Charaia, 2020). Consequently, countries are struggling to attract
foreign direct investment (FDI) and to expand trade (Barbate, 2020). Con-
sequently, Supply chains have slowed, consumer spending is down, political
reality vague, and most states have been unable to stave off recession.

At the same time, global crises often open up new opportunities that
can ultimately lead to progress and prosperity (Buheji, Ahmed, 2020). Under
these circumstances, countries big and small are looking for strategic
partnerships to overtake their competitors. This is why China, a rising
superpower, and Georgia, a middle-income country, have been enhancing
their economic relationship (Charaia, Papava, Wang, 2018).

Currently, cooperation between Georgia and China is less than between
Georgia and the West, but presents its own unique opportunities and
challenges. China Georgia cooperation is positive not only for this two, but
many other countries in the world, including S. Caucasus, Baltic and other
EU member states (Charaia, Chochia, Lashkhi, 2018), as well as for other
countries out from the given region. Despite the fact that Georgia - China
cooperation could cause some challenges from Georgia’s western partners,
it still tries to diversify its economic potential through cooperation with all
possible economic partners, including not only China, but even occupier -
Russian federation (Charaia, 2016), which could bring some level of stability
in good case, but total disaster in case of negative scenario.
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Overall Economic Cooperation

After several decades of partnership, more or less significant economic
cooperation between Georgia and China has only started in 2005 and reached
its pick in the 2010s. The cooperation between the two has gradually increased
through significant economic forums, BRI initiative, cooperation in transit,
investments and etc. Shortly after Georgia signed an Association Agreement (AA)
with the EU and joined the Deep and Comprehensive Free Trade Area with EU,
it was invited by China to strengthen their partnership considerably by signing
FTA in 2017 (Ministry of Economy and Sustainable Development of Georgia, 2017).

Nowadays Georgia can be counted among the few countries in the world
to have FTAs with both the EU and China (only four in the world: Israel, Island,
Switzerland and Georgia), while none of them are a direct competitors. At the
same time Georgia is one of the most reliable countries for the foreing investors
according to different international rankings and local researches (Charaia,
Lashkhi, 2018; Charaia, Chochia, Lashkhi, 2020). The FTA with China means more
to Georgia than just a new market for its goods and services. In fact, the country
stands to benefit in multiple ways. Local businesses and infrastructure projects
should boom as Georgia turns into a transport hub, creating jobs and raising
living standards. Companies from countries lacking FTAs with China and the EU,
as well as CIS and Turkey may wish to move their production to Georgia, also
knowing that India and Israel are also close to sign FTA with Georgia makes
opportunities even more attractable.

According to the official data from National Statistics Office of Georgia
and National Bank of Georgia, China’s involvement in the Georgian economy
is significantly less than in case of other top countries, but follows an upward
trajectory. According to the 2019 statistics, the Georgian economy made almost
$300 million from China across a variety of sectors - from tourism ($30 million),
investments ($43.8 million), exports ($223 million), and remittances ($1 million) -
which is equivalent to 1.98 percent of Georgian GDP that year (see Diagram 1). In
the first two quarters of pandemic 2020, cooperation has reached its maximum
with 2.83 percent or more than 200 million, only for the first half of the year (see
diagram 1).
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China’s Role in the Georgian Economy for 2011-2020* years
Diagram 1
Source: Authors own calculations based on GEOSTAT and NBG data
*I.and Il quarters of 2020
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If braking down the numbers for the first half of 2020, its clear that the
main part comes from the exports, while foreign direct investments, tourism and
remittances are making really insignificant part of the economic cooperation
between the two. Exports makes not just a significant part of the cooperation,
but it is the biggest export market for Georgia with 13.6% of total exports
(see diagram 2). However should be noted that Georgian exports to China has
lack of diversity and in general consists from one major product - copper ore,
unfortunately just a row material and not final product.

China’s role in the Georgian economy as percentage of GDP (2020%)
Diagram 2
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Source: Authors calculation based on Geostat data
* 1 and Il quarters of 2020
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Cooperation in FDI, Trade and Tourism

Since its independence, Georgia has attracted more than $21 billion in FDI,
of which $690 million (about 3 percent) has come from China. This makes China
the seventh-largest foreign investor in Georgia, lagging behind the EU (42%),
which is the top investor in Georgia; Azerbaijan (13%), which has been especially
productive in Georgia of the last 5 years, but significantly decreased its activities
since 2019; Turkey (8%), USA (8%), UAE (5%), Russia (4%), but running in from of
Panama (2%), Switzerland (1%) and other investor countries (see diagram 3).

FDI Stock in Georgia (1996 - Il quarters of 2020)
Diagram 3
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Source: Authors calculation based on Geostat data

Chinese investors first entered the Georgian market in 2002, with $2.5
million in total investment for that year. China’s FDI reached its peak in 2014 at
$220 million, representing 12 percent of total FDI inflows (Papava, Charaia, 2017).
The total for 2019 fell short of that for 2014, but still saw a significant investment
of $44 million. However, the first half of the 2020, in terms of Chinese FDI
activities in Georgia are not significant - only $2.6 million. As of Jan. 1, 2020 there
are 222 Chinese company registered in Georgia, among them 200 companies are
with Chinese capital only and the rest with China foreign capital. For the last
three years, construction, real estate, manufacturing and financial services have
been the leading the sectors for Chinese investments, attracting more than 90
percent of the total Chinese FDI to Georgia.
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Cooperationintrade hasbeen ontherisingtrend forthe lastyears, exceeding
$1 billion for the first time in 2018. At the same time, it should be mentioned that
the FTA between China and Georgia, despite its importance and potential, has
been slow to come into effect. Once the agreement is fully implemented, we
can expect to a see an increase in the value and diversity of exports, with new
Georgian companies entering the Chinese market. Georgian exports to China for
the last 10 years (2010-19) have increased around 6 times in absolute numbers
and from 6 to 10.4 percent in terms of market share. At the same time, over the
last two years (after the FTA) Georgian exports to China have been increased by
only around 10 percent. Entering the Chinese market, despite the FTA, proved
difficult for Georgian companies after their initial breakthrough (see diagram 4),
thus requiring additional support from the Georgian Government.

Total Trade between Georgia and China, 2005-2020* ($ million)
Diagram 4
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If comparing China to other main trade partners of Georgia, the difference
is obvious through the different years prism (see diagram 5), is significantly less
the Georgia’s cooperation with the EU and Russia, but bit more then with USA.
Considering the uprising trend of Georgian export to China for the last decade
and FTA factor, with probably further opportunities, one can say the potential is
still not fully used.

47



Vakhtag Charaia, Mariam Lashkhi

Georgian exports to different destinations, 2017-19 ($ mn)
Diagram 5

188

Russia %?37

—
China e’
—

=37

USA =1§§0
)
338

EU ﬂﬁlQ
_—
1504

Total ﬁ 3799

0 500 1000 1500 2000 2500 3000 3500 4000

[ 2020* m 2019 m 2018 m 2017

Source: Authors calculation based on Geostat data
*I.and Il quarters of 2020

Unfortunately, Georgian export to China is undiversified, making up 90%
only from two main products - a. copper ores and concentrates and b. Precious
metal ores (see diagram 6). In both cases not the final products but the ores
only. On the other hand, should be mentioned that in the first 5 month of 2020
Georgian export to China has been increased 3 times (244%), in comparison to
the same period of the previous year. This result was enough to make China
number one export market for the Georgian products with 13.6 percent of total
exports. On the opposite, Chinas export to Georgia is diversified with no more
then 3% for any product.

Georgian Exports to China 2020
Diagram 6
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Source: Authors calculation based on Geostat data
*only first five months of 2020 are available
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One of the famous Georgian export products - wine, makes an interesting
move to Chinese market as well, significantly boosted by the free trade regime,
which lowered tariffs on this product by 40 percent. Exports of Georgian wine
to China have increased around 8 times over the last six years. In the first
five-month of 2020 Georgian export to China has decreased by 33 percent in
comparison to the same period of 2019 (see diagram 7), however still makes an
important part of Georgian export to China.

Exports of Georgian wine to China, 2105-19 ($ mn)
Diagram 7
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Covid-19 has already transformed the economic structure of the world
(Aptsiauri, 2020), including Georgia. With the huge influence on international
trade, investments, tourism, remittances and etc. changing the global economic
outlook as such (IMF, 2020). Prior to the pandemic, the tourism industry
contributed 12 percent of Georgia’s GDP and employed 120,000 people directly
as well as an additional 500,000 indirectly. However pandemic decreased this
numbers close to zero, with only two visitors from China in the first half of 2020,
down from almost 50 thousand in 2019 (GNTA, 2020). As a result, the global drop-
off in travel hit the Georgian economy hard and forced it to take out a $1.5 billion
(8.5 percent of GDP) international loan. Different international organizations
have calculated the contraction of Georgia’s economy at around 5 percent,
worse than China (3 percent) but better that the EU average (around 10 percent).
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Conclusion

Georgia - China economic cooperation despite its challenges has a room for
further increase, which can boost not only Georgia, but also Chinese economy,
as well as others. Simultaneous FTA with China and DCFTA with EU, with other
countries in the queue increases Georgia’s perspectives significantly.

Pandemic has put its own impact on Georgia - China cooperation, as well as
to the cooperation of any other players in the world, but has shown a new path
for further cooperation. With decreased FDI and tourism from China, the last
managed to become the biggest market for Georgian products overwhelming
Georgia’s traditional markets.

Overall perspectives of Georgia - China cooperation could lead both
countries to the new heights; however, without significant western support
opportunities seems to be significantly limited, not only because of pandemic,
but other open and hidden wars between the west and China.

References:

e  Aptsiauri D. (2020). Current Trends in the Development of Modern International
Economic Relations and Post-Virus Pandemic Crisis (COVID-19) Challenges. Expert
Opinion 139. https://www.gfsis.org/files/library/opinion-papers/139-expert-opin-
ion-eng.pdf

e Balogu I. E. (2020). Coronomics and Global Economy. University of Suffolk, United
Kingdom. https://dlc.dlib.indiana.edu/dlc/bitstream/handle/10535/10731/Coro-
nomics%20and%20Global%20Economy.pdf?sequence=1&isAllowed=y

e Barbate V. A, Aher D. N. (2020). Analysis of Covid-19 Pandemic Status Quo and
Global Trade Economic Crises. Dogo Rangsang Research Journal. http://www.drsr-
journal.com/no_12_june_20/14.pdf?i=1

e Buheji M., Ahmed D. (2020). Foresight of Coronavirus (COVID-19) Opportunities
for a Better world. American Journal of Economics, 10(2), pp.97-108. https://www.
researchgate.net/profile/Mohamed_Buheji/publication/339973652_Foresight_
of_Coronavirus_COVID-19_Opportunities_for_a_Better World/links/5e9839f1299b-
f130799eabed/Foresight-of-Coronavirus-COVID-19-Opportunities-for-a-Bet-
ter-World.pdf

e Charaia V. (2016). Economics of Conflict: Core Economic Dimensions of the Geor-
gian-South Ossetian Context. International Journal of Humanities and Social Sci-
ences, 3 (10), p.a. https://www.researchgate.net/profile/Vakhtang_Charaia/pub-

50



Georgia-China Economic Cooperation before and during Covid-19 Pandemic

lication/311713339_Economics_of_Conflict_Core_Economic_Dimensions_of_the_
Georgian-South_Ossetian_Context/links/5856c3d908aeff086bfbd032/Econom-
ics-of-Conflict-Core-Economic-Dimensions-of-the-Georgian-South-Ossetian-Con-
text.pdf

Charaia V., Chochia A., Lashkhi M. (2018). The Caucasus 3 Plus the Baltic 3 and
Economic Cooperation with China. Baltic Journal of European Studies, 8(2), pp.44-
64. https://content.sciendo.com/view/journals/bjes/8/2/article-p44.xml?lan-
guage=en

Charaia V., Chochia A., Lashkhi M. (2020). The impact of fdi on Economic develop-
ment: The Case of Georgia. TalTech Journal of European Studies, 10(2), pp.96-116.
https://content.sciendo.com/view/journals/bjes/10/2/article-p96.xml

Charaia V., Lashkhi M. (2018). An Analysies of the Motives Underlying Foreign Direct
Investments (the Case of Georgia). Central Asia & the Caucasus (14046091), 19(4).
https://web.b.ebscohost.com/
https://web.b.ebscohost.com/abstract?direct=true&profile=ehost&scope=site
&authtype=crawler&;jrnl=14046091&AN=133578531&h=0ZzwF)60XkJnqKWy%2bq
2KzejssImPOiGWKfXncqlSeHx3gX%2fzpGoKzVfnDYyhOTuODIloHI2eisv3WZrMXK-
bOUAA%3d%3d&crl=c&resultNs=AdminWebAuth&resultLocal=ErrCrINotAuth&crl-
hashurl=login.aspx%3fdirect%3dtrue%26profile%3dehost%26scope%3dsite%-
26authtype%3dcrawler%26jrnl%3d14046091%26AN%3d133578531;

Charaia V., Papava V. (2017). Belt and Road Initiative: Implications for Georgia and
China-Georgia Economic Relations. China Int’l Stud., 67, p.122. http://eprints.tsu.
ge/369/1/Charaia-Papava_Belt-and-Road_Georgia.pdf

Charaia V., Papava V., Wang W. (2018). China-Georgia Economic Relations in the
Context of the Belt and Road Initiative. Bull. Georg. Natl. Acad. Sci, 12(1). http://
science.org.ge/bnas/t12-n1/25_Charaia.pdf

Georgian National Tourism Administration. (2020). Statistics. https://gnta.ge/sta-
tistics/

Internatioanl Monetary Fund. (2020). The Global Economic Outlook During the
COVID-19 Pandemic: A Changed World. https://www.worldbank.org/en/news/fea-
ture/2020/06/08/the-global-economic-outlook-during-the-covid-19-pandemic-
a-changed-world

Ministry of Economy and Sustainable Development of Georgia. 2017. Georgia-China
Free Trade Agreement. http://www.economy.ge/?page=news&nw=206&lang=en
National Bank of Georgia. (2020). Statistical Data. https://www.nbg.gov.ge/index.
php?m=308

National Statistics Office of Georgia. (2020). External Trade. https://www.geostat.
ge/en/modules/categories/35/external-trade

51



3968068 gohono

e National Statistics Office of Georgia. (2020). Foreign Direct Investments. https://
www.geostat.ge/en/modules/categories/191/foreign-direct-investments

e OECD. (2020). The Global Outlook is Highly Uncertain. https://www.oecd.org/eco-
nomic-outlook/june-2020/?utm_source=facebook&utm_medium=social&utm_
campaign=ecooutlookjun2020&utm_content=en&utm_term=pac

e  Papava V. Charaia V. (2020). The Coronomic Crisis and Some Challenges for the
Georgian Economy. GFSIS, Expert Opinion, (136). https://www.gfsis.org/files/li-
brary/opinion-papers/136-expert-opinion-eng.pdf

e World Investment Report. (2020). UNCTAD. https://unctad.org/webflyer/world-in-
vestment-report-2020

bogdoMmmzgmm-Anbgmab 53mb6MAngMo M60adMMAMMOS
COVID-19-0b 3060093009007 o 30609d00b 39Momedn

30b®o63 goMmono 00000 gmodbo
3hmagbmhon dmf§39900 09d8mhon
bogohmzgomb bosgnsgom mariam.lashkhio9@gmail.com
36039hbnB9B0

vakhocharaia@gmail.com

3M3000-3060093003 AbmRmom JgEzomoe. 9.6. ,,3mMMbMIn M0 godm-
63930 399bm MMaMME Y39med)g dnwsm, sbY39 Y3amWedY MaMd J39469-
0L, 01Y3EY dLB6036v300, MM Tobo godzmozgds Mo ndybo LNIo-
M%7, 0M33700 3M3gdohm 600059099 gobo oIM30YdmMO. godmhAboo
30M090byx00b dommzedn demngmo bobgmadborm nbLHOdHYHYONL Mmea.

300Mmbmdngymads 3M0dBaLAS 39Ja6o sMadbmeme sbowmo godmb3939-
00, 0Mo39© dbomn JgbodmndgmmMdgd0E. o dmMmab - AbmBmomb 6mIgm
dgmMmg 93mbmangnb 3Jmbgy A0bgmbLs o bLogommzgmmb yMmomngmomody-
00Lbm30LoE3, MMTgm 3MBHI6E0MN S MYammos 3960 0by3 bozdomMme -
dmmobIMMgdmMne. Ja3Mm d9hoE, bogJommzgmm-hobgmab 3m3006533000,
3MmmodmMyMn, adodmo ggmidmmodngymo 3mbhajbhob ©o bojommzy-
oMb gmdgmzanabo bdMmobggonmo mmogbhoMmgdab doybywozam, bodys-
Mmb dgndmns dobEgb Fgbodmgdmmogdab sbomo 3modammds MmgmMms
30gMmonL, 0639L¢H0E0x0NL, HMS6BORHNL, obY3g LL3S 3MHYbEnaab LMy-
™o dLodMJIgydmyC.
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bogommggamm-Anbgomnb g3mbmdnznmn msbsddmmdemmads COVID-19-0b 306@90050@9...

0193y, LodbyboMmE, 390 dbmmmE MOMEIBMOMNZ godzmogbydady
01 30003900, boMabbmdmngn 3639M30mMgd0L O3yMmds 30 33393
0m3o3mab bogombo MAYdL. 9LEb0dbo3z0s, MMI FgdmyymMo JoMmomym-
A6M0 0106033MMIMMONL 0bgo30e, Anbgmab g3mbmdngob Mmeno Jo-
Moym 93mbma030d0 dmem 10 63emMnbodn 6-396M o YJRMM FxHo©os godM-
oo,

30609309M0 2020 6ab gobdogzmmosdo hnbgmo 6MAgM 3oMzgmo bo-
94L3mMBHM dadaMa gobs JoMmmymo 3MMEYJE300bLM30L, MYAE 39M-59-
Mmoom gL dbmmmeE ©o Jbmmme Lobjomagymm 3MmMEYJEnob dggbgds
(78% L3nEgb6dbs s L3nEg6dab 690Dy dmeENL). BYMo©a gds3bnmy-
000, ngbmymMmo doMmeadnMmo 06390bdH0ENx00L o HMNBINL 3gmbom Mobo-
99MmmAmmOs 30 3960 0bY3 3ob330Mm0MxdgMNo.

0m003m0b 006033MMIMMO0L LRgMMgOL dmMobos Me30L1RBOMN
304Mmonb M937009000b o FobMob ghmo HMI6BaBHOL Tgbodmgdmmonb
09mg09q003, MMAmMab 3oMm3zgma 3mbdhMgdo 3339 03390900, MIE
ddomzmo bogmmadmMabm dbomaggMmab goMmgdg dgydmgdgmoas bMymazs-
bm3gbo ddMJdgEAaL.

d0bgozo Jomoyywm-hobymo ob0ddMMIAMMOnL Lommymygdaby,
306009009M3> 2020-3o 6xmdd BoMOE Og3060by, MMB YMONgMMONL
3°630m0M700 Yy3z9modg Moy mmMmbog 3o oMab dgbodmgdgmo ©o dj0-
dmgodo godmbogzomog 30 — bogommzgmmbbonma bbdo 93mbmadnznb djmby
93946900bo30L, MMAMYALYE 03 6MTdH7d0L Fobobg3ze Mo@NzomMyMn
6000359000 gooads IMybg3m, doc dmMmab bogymomoa gzmbmadngnb bhHmyd-
Mmoo HMI6LBMMAdENNb gMomdong.

003306dMm LNBY3300: 3MMEMBbMANgy, gMmMdamyMn 93mbmangs, Logo-
Mo3gmm-hnbgmab 93mbmadazyMma yMmangmomodgdo.
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