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THE TRENDS OF PRODUCING AGRO-FOOD
PRODUCTS AND EXPORT INNOVATIVE
MARKETING STRATEGY IN GEORGIA

Introduction. Historically, agriculture has been a
traditional sector for Georgia and the country has
favorable natural and resource potential for its
development. However, the rate of development of this
sector has been below the corresponding indicators of the
other sectors of the economy for many years, the level of
self-sufficiency for local agricultural products is low, the
import of food products exceeds export by four times on
average and therefore, the country faces serious challenges
in this regard. So in the paper discusses about the agro-
food products in Georgia and its export potential in order
to reveal the relevant export stimulation economic policy
as the country has the rich natural resources to develop and
export.

Aim and tasks. The purpose of the research is to
develop the recommendations for the export stimulating
economic policy based on the assessment of the agro-food
products and export potential in Georgia.

Results. The economic influence of stimulating
export and importing the economy is assessed by the
justification of the positive influence of international trade
on the development of the agro-food sector. The article
studies the determinants of innovative marketing in
agribusiness. It is proved the role of innovative marketing
in elaborating export strategy of agro-food products in the
international markets. Based on bibliographic research and
empirical materials, the possibility of diversification of
production and export of agro-food products is revealed.

Conclusions. In the agricultural sector of Georgia in
recent years there has been a tendency to increase
production; however, the volume of import still
significantly exceeds export. It is believed that export
diversification will enable Georgia to overcome the limited
market capabilities and promote productivity. To achieve
these goals, the use of relevant stimulating economic
policy tools is offered: subsidizing export; export credits;
optimization of trade barriers; effective management of
exchange courses; export insurance; offering the special
financial services and more.

Key words: agroproducts, trends, export,
diversification, innovative marketing, economic policy.




Exonomixa. Exonoeia. Coyiym, T.3, Ne3, 2019

DOI: 10.31520/2616-7107/2019.3.3-1

VJIK 338.43:631.1.027:658.8
(479.22)
JEL: Al, L17, L67

Banapi I'eubasn

JIOKTOp SKOHOMIYHHX HayK, OICHT,
HepxaBuuii  yHiBepcuter  batymi
[lora PycraBei

Barywmi, ['py3is

E-mail: gechbaia.badri@bsu.edu.ge
orcid.org/0000-0003-2815-2228

Etep Xapaimsioni

Jloktop E€KOHOMIYHHX HayK,
npodecop, TOUTICHKUI NepKaBHHM
YHIBEpCUTET iMeH1 IBana
Jl>xaBaximBiii,

To6imici, ['py3is
E-mail: eter.kharaishvili@tsu.ge
orcid.org/0000-0003-4013-7354

3ypaé Myukajgiani

JIOKTOp [IiIOBOTO aaMiHICTpYBaHHS,
JIOIICHT,

batymcekuit
HaBITaliHOr0 HaBYaHHS,
Barywmi, I'py3is

E-mail: z.mushkudiani@bntu.edu.ge
orcid.org/0000-0003-0987-3564

YHIBEpCUTET

Otpumano: Ksirensb, 2019
Ipuiinsaro: Cepnenn, 2019

DOI:10.31520/2616-7107/2019.3.3-1

© Exonowmika. Exonorist. Coriym, 2019
CC BY-NC 4.0 minen3is

ISSN 2616-7107

TEHJEHIII BAPOGHUIITBA ATPOITPOJIOBOJILUMX
TOBAPIB TA EKCIIOPTHO-IHHOBALIMHOT
MAPKETHUHI'OBOI CTPATEIII B I'PY3Ii

Beryn.  IctopuuHO  culbCbKe  TOCHOAApCcTBO  Oyio
TpaauuiinuM Uit ['pysii, 1 KpaiHa Mae CHPUSTIMBHUHA
NPUPOJHUNA Ta PECYpCHUIl MOTEHIiall A CBOTO PO3BUTKY.
OpHak TeMIHM PO3BUTKY LOIO CEKTOPA MPOTIroM OaraThbox
pOKiB OyJiM HIDKYE BIAMOBIMIHUX MOKA3HHWKIB IHIIMX Tally3ed
€KOHOMIKH, pIBEHB CaMOJIOCTaTHOCTI MICIIEBO1
CUIbCBKOTOCIIOJAPChKOi  MPOJYKIi ~ HU3bKUH,  IMIOPT
Xap4yOBHUX MPOJYKTIB INEPEBUILYE E€KCIOPT B YOTUPHU pa3Hu B
CepeHbOMY, 1 TOMY KpaiHa CTHKA€ThCS 3 CEpPHO3HUMU
npoOiemMaMu B 1bOMY IuTaHl. Tak y cTaTTi 0OroBOPIOETHCA
arponpojioBosibya mnponykuiss ['py3ii Ta ii excnopTHuit
MOTEHIIad, 100 BUSIBUTH BIANOBIIHY €KOHOMIYHY MOJITUKY
CTUMYJIIOBaHHSI €KCIIOPTY, OCKUIbKM KpaiHa wae Oararti
MIPUPOJIHI PECYPCH ISl PO3BUTKY Ta €KCIIOPTY.

Meta i 3aBaaHHs. MeTOO NOCTUDKEHHS € po3poOka
peKOMeHAallIi MI0JI0 CTUMYJIIOBaHHS €KCIOPTY €KOHOMIYHO]
MOJIITUKA Ha OCHOB1 OIIIHKHM arpoIpoJ0BOJbYMX TOBapiB Ta
eKCIOPTHOTO noTeHIiany ['pys3ii.

PesynbraTn. EKOHOMIYHMI BIJIMB  CTUMYJIIOBaHHS
EKCIIOpPTY Ta IMIIOPTY €KOHOMIKHI OIIIHIOETHCS
OOIpYHTYBAaHHSM MO3UTUBHOIO BIUIMBY MDKHApPOAHOI TOPTIBII1
Ha PO3BUTOK  arpompojOBOJIbYOT  Tamy3l. Y  CTarTi
JOCTIKYIOTBCSl IETEPMIHAHTH 1HHOBALIITHOTO MAapKETUHTY B
arpo6izHeci. JloBeneHO pojb 1HHOBALIHHOTO MAapKETHUHIY B
PO3po0IIl eKCIOPTHOI cTpaTerii arponpoa0BOIbUOI MPOAYKII]
Ha MDKHApoJHUX puHKax. Ha ocHoBi 06i0aiorpagiaHux
JNOCIPKEHb Ta €MIIpUYHUX MarepiajliB  pO3KPUBAETHCS
MOXJIMBICTh JUBepcUPiKalii BUPOOHMUIITBA Ta EKCIOPTY
arporpo/I0BOJIbYMX TOBAPIB.

BucnoBku. B cinbcpkorocnogapcrkomy cexkropi I'pysii
B OCTaHHI POKH CIIOCTEPIrae€ThCs TCHACHINIS 0 30UIbIICHHS
BHUPOOHUIITBA; OJHAK OOCIT IMIIOPTY BCE 1€ 3HAYHO
MEPEBUIILYE EKCMOPT. BBakaeTbes, 1m0 auBepcuikaiis
eKCIIOPTY A03BOHUTH [py3ii mogonaTu 0OMeKeHi MOKIUBOCTI
PUHKY Ta HIABUILUTU MPOJYKTUBHICTH. [l JOCSATHEHHS LUX
iaen MPOINOHYETHCA BUKOPUCTAHHSA BIIMOBITHUX
CTUMYJIOIOYMX  IHCTPYMEHTIB  €KOHOMIYHOI  IOJITHUKH:
cyOCHIyBaHHSl €KCHOPTY; €KCHOPTHI KpPEIUTH; ONTHMI3allis
TOProBeJIbHUX Oap'epiB; €(PEKTUBHE YIPABIIHHA KypcaMu
0OMIHYy; €KCHOpPTHE CTpaxyBaHHs; IPOIMOHYIOUM CIIElIalbH1
(1HAHCOBI MOCIYTH Ta IHIIIE.

KuouoBi cioBa: arponpoaykiiis, TEHICHIIIl, eKCIOpT,
nuBepcudikaiisi, I1HHOBaUIMHUNM MapKETUHI, EKOHOMIYHA
MOJIITUKA.
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Introduction. Historically, agriculture has
been a traditional sector for Georgia and the
country has favorable natural and resource
potential for its development. However, the rate
of development of this sector has been below the
corresponding indicators of the other sectors of
the economy for many years, the level of self-
sufficiency for local agricultural products is low,
the import of food products exceeds export by
four times on average and therefore, the country
faces serious challenges in this regard [1].

According to preliminary data of 2018,
about 42% of the population of Georgia lives in
rural areas; in addition, the indicator has a
decreasing trend [2]. But the situation in
production is opposite — almost half of the
population living in rural areas produces only
insignificant part (8.2%) of Gross Domestic
Product (GDP) [3]. Comparative analysis of the
indicators shows that productivity in the sector
is quite low; accordingly, income is low and
about 70% of the goods produced is used for
self-consumption. [4]. Food products account
for 30% of consumer basket in Georgia, which
is twice as much as the corresponding indicator
in the Eurozone. It should be also taken into
consideration that the increase in food prices is
higher than the increase in subsistence
minimum. The burden of price increase and
inflation is heaviest for low-income families and
households. Poverty rate in Georgia is still high;
besides, more than half of the poorest
population lives in rural areas. According to the
data of 2017, population below 60 percent of the
median consumption was 22.3%. The share of
the population below the absolute limit of
poverty is high and the Gini coefficient (0.4)
indicates an unequal distribution of income [5].
In such conditions, the added value in
agricultural sector cannot ensure solving the
food security problem and the sector faces a
number of challenges.

In addition, gender inequality is high in
Georgia, especially in rural areas. As statistical
evidence and rigorous studies conducted by
researchers and non-governmental
organizations suggested gender inequalities in
employment, education and income
distributions still prevails in Georgia. Not all
groups 1in society have equal access to
employability and entrepreneurial opportunities
[6]. The development of the sector will result in

the reduction of gender inequality. In addition,
achieving sustainable food security requires the
study of not only economic, but also social and
political support for solving this problem and
other challenges [7].

Analysis recent research and
publications. The study in the article is
conducted based on the appropriate

bibliographic research. The papers and works
are analyzed of Georgian as well as the
foreigner scientists. Also, there are studied the
official documents and reports regarding the
topic of the article.

It is revealed that the debates among the
researchers are going on to the determinants of
innovative marketing in agribusiness and they
consider them as determinants (Cristian Geldes,
Christian Felzensztein). In the case of export of
Georgian agro-food products, the impact of
innovative marketing is extremely large in terms
of innovating the products. However, as the
recent survey showed, it is advisable to use
additional and radical innovations of other kinds
(Silverio Alarcon, Mercedes Sanchez). As
researchers note, one of the positive effects of
export stimulation is that it allows countries to
benefit from scale economy, while import
substitution is a state strategy, which envisages
replacement of imported agro-food products
through increasing local production. It should be
noted that, in this case, import substitution is
considered as increasing local production for
meeting local demand and not for entering
export markets [8].

Modern researches substantiate that food
sufficiency is directly related to productivity,
especially in developing countries [9]. It is also
proved that export and import indicators of
agricultural products increase in accordance
with the increasing trend in the production of
agricultural sector [10]. In addition, there are
studies on the terms of trade [11]. However, the
views of researchers on the trends in agricultural
development and the growth of export are
different. The conclusions provided by the
scientific opinions and findings of researchers
show that the increase in export allows the
developing countries to overcome limited
capabilities of local market. In addition, some of
the Georgian researchers consider that this
process also contributes to improving of
productivity and competitiveness [12].
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Various instruments are wused for
achieving these goals, some of the important
ones are export subsidizing policy; optimization
of trade barriers; effective management of
exchange rates; export crediting; insurance of
export; offering special financial services; etc.

Agricultural Development Strategy of
Georgia 2017-2020 envisages the fulfillment of
the obligations undertaken under the Deep and
Comprehensive Free Trade Area with the
European Union. Therefore, the government
program includes implementation of the policy,
which will be focused on ensuring continuous
increase in the production of high quality
products in agricultural sector, food security,
food safety and rural development based on
sustainable development principles [13]. What
is more, as noted in the Social-Economic
Development Strategy of Georgia 2020,
providing information about export markets is a
priority among the measures to be implemented
for stimulating export by the state [14].

What is the most important to note
according to the Technical report for the post-
2015 development about Sustainable
Agriculture and Food Systems of the
Sustainable Development Solutions Network it
is revealed that the researchers substantiate that
development of agricultural sector is essential
for economic growth in any country and
especially for developing countries. It is also
shown that economic growth of agriculture is
much effective in reducing poverty than any
other sector [15].

As the main results of the study it is
important to highlight the following findings:

—Increase in the number of population and
their income will result in increasing demand
for agro-food products in the long run. To meet
this demand, increase in food production should
be considered as a main goal of agricultural
sector. This, in turn, will allow the population to
overcome the problems related to health,
education, economic and social development,
food security, protection of environment and
other issues. For achieving a long-term result,
appropriate measures need to be taken not only
for the private sector, but for the public sector as
well [8].

—When studying the problems related to
food satisfaction of the population it is of
utmost importance to take into consideration the

relationship between production and supply of
agro-food products. Optimal interaction of
industrial factors, technologies, intermediate
production and delivery processes ensures
meeting demand for food, while optimal
integration and coordinated action of
stakeholders of agricultural sector reduces
losses and is considered as a tool for improving
income, which leads to improving the condition
of the population [16].

—Supporting the growth of local
production is important for stimulating export in
Georgia. On its part, the growth of local
production is related to the growth of export.
However, in this regard, there is asymmetric
imformation on the market. Due to this reason,
there is a limited interest in Georgian agro-food
products by local and foreign producers.

—Removal of trade barriers is considered
as one of the main measures for stimulating
export. Developing, low-income countries often
complain that protectionist policy in agriculture
implemented by the European Union prevents
growth of export. However, in reality, the main
obstacle for developing countries is not the trade
barriers, but their failure to meet standards and
produce quality goods [14].

—Fluctuation of exchange rates can be
one of the hindering factors for stimulating
export. The exchange rate of the national
currency of Georgia fluctuates frequently,
which is directly reflected on the prices of
Georgian agro-food products. It is important
that the price of the local agro-food products
should compete with the price of imported
goods and should become stable on the
international market.

—Development of the agricultural sector in
Georgia is hindered by low level of agricultural
lending. The risks 1in agriculture make
commercial banks restrain from lending to this
sector. This very important sector of the
economy amounts only less than 2% of the bank
lendings. Farmers are the subject of special
attention in almost all the developed countries,
which is primarily expressed in providing them
with interest-free loans. Georgian farmers have
experienced no such support so far [17].

—In terms of the above-mentioned trends
and the needs of production, the indicators of
export and import of agro-food products need to
be evaluated. In general, development of
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international trade has a stimulating effect on
agricultural development. There are a number of
researchers who substantiate the positive role of
international trade in the economic development
of the country. From this perspective, two
alternative strategies are generally considered —
1. Export stimulation; 2. Import substitution
[18]. In the modern world, some countries are
more developed than others. Therefore, the
countries are more focused on one of these two
strategies; however, both of them can be used
simultaneously.

—Implementation of export stimulation
programs  requires  significant  financial
resources. Export crediting and insurance can be
considered from this perspective. However,
such services are less developed in Georgia and
therefore, effective implementation of export
stimulation programs is hindered.

Aim and tasks. Based on the above
mentioned, the purpose of the research is to
develop the recommendations for the export
stimulating economic policy based on the
assessment of the agro-food products and export
potential in Georgia.

Results. There are numerous factors that
impact production and food security, including
climate, land, manufacturing technology, etc.
Also, it is necessary to study the profitability
indicators, to determine the correlation of
profitability and its factors [19]. Along with the
efficient use of these factors, the food self-
sufficiency trends should be also evaluated.

In Georgia, self-sufficiency rates for most
of the agro-food products have been low for
many years. Food security is one of the key
factors for ensuring well-being and welfare of
the population. [19-20]. The scholars believe
that food security creates economic wealth that
people wuse for health care, education,
infrastructure development and protection of
environment. For instance, in the developing
regions of Africa, the growth in agricultural
sector is 11 times effective in reducing poverty
than the growth in any other sectors.

Some reforms have already been
implemented in Georgia, but the desired result
is not achieved so far. The reform of the second
half of the 2000’s have made significant

adjustments to the state policy of Georgia, but
the transformational processes have not led to
the emergence of the necessary sustainable
institutions that would contribute to the
effective and fair functioning of society. These
changes have led to the fact that the state
property institution, typical of the totalitarian
state and command-and-control type of
economic and social relations, was changed to
the institute of concentrated private ownership
focused primarily on the redistribution of
benefits through the institutions of a market
economy in the interests of the ruling elites. A
dominant goal was formed - augmenting profits
of large private owners [21-22].

Proper functioning of food systems and
providing high quality products for the
population significantly depends on appropriate
economic policy of the country, which
corresponds to the environmental conditions of
the country. The reforms based on such policy
will contribute to maintaining sustainable food
security in the long term [23]. Supply of
agricultural products to the population and
provision of healthy nutrition is the main aim of
agrarian policy [24].

The demand for food will double by 2050
compared to 2012. Increased demand for food is
not a major challenge. Agricultural production
can be increased in certain period of time;
therefore, it is important to assess the trends in
the development of production and increase
productivity in the industry [25].

Meeting the standards of international
markets is especially important for developing
countries. The standards have significant impact
on the export value of agricultural products. In
addition, the impact of export stimulation on the
costs should be taken into consideration [26].
Therefore, = when  exporting  agricultural
products, special attention should be paid to the
instruments of economic policy mentioned
above in Georgia.

In Georgia, the share of agriculture,
forestry, hunting and fishing in GDP reduced
from 9.3% in 2014 to 8.2% in 2017 (fig. 1). In
case such a declining tendency is maintained in
the nearest future, this figure will be reduced to
7.9% by 2020.
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Fig. 1. The structure of GDP, %
Source: compiled by the author on the basis of data [26].

In 2017 the value of agricultural output in
Georgia amounted to 3.9 billion GEL, including
livestock output — 49.5%, crop output — 44.8%
and agriculture services 5.7%. In terms of value
of output, production of agricultural products is
growing but the growth rate is very low. For
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example, in 2017 the added value in the
agricultural sector of Georgia amounted to 5.1
billion GEL. The average absolute growth rate in
2006-2017 amounted to 339.85 million Gel (fig.
2). If this trend is maintained, the added value in
this sector will reach 5.9 billion GEL by 2020.

2012 2013 2014 2015 2016 2017*

Fig. 2. The growth of the value added in agricultural sector, (million GEL)
Source: compiled by the author on the basis of data [27].

The share of aggregate output of
agribusiness in the aggregate output of the
country is quite small and it has been decreasing

25,0

in recent years (fig. 3). The average reduction
rate is 0.18%. If this trend continues, by 2020
the indicator will be reduced to 7.9%.
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Fig. 3. The share of aggregate output of agribusiness in the aggregate output of the country (%)
Source: compiled by the author on the basis of data [17].
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The analysis of the share of aggregate
output of products received from the processing
of agricultural products in the aggregate output

0.02% 9.15% 9,61% 9,67% 9,76%
s o >

8,65%

2006 2007 2008 2009 2010 2011

of the country showed that its value also
decreased in 2017 (fig. 4).

9.829 10,40%
, ()

7% 9,50% —o__9,35%  9,22% g 999,

2012 2013 2014 2015 2016  2017*

Fig. 4. The share of aggregate output of products received from the processing of agricultural
products in the aggregate output of the country (%)
Source: compiled by the author on the basis of data [28].

The figure shows that the share of aggregate
output of products received from the processing of
agricultural products in the aggregate output of the
country has been decreasing for the last three
years. For example, if we compare preliminary
data of 2017 to the corresponding data of 2016,
we will see that the indicator is reduced by 0.2%
and by 1.4% compared to 2014.

Analysis of average monthly income
received from realization of agricultural
products also shows that it amounts to 48.8 GEL
per household and amounts only 4.7% of money
income of households. It is worth noting as
well, that money income from selling
agricultural products has been decreasing for the
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last two years. In particular, in 2017 average
monthly income per household from selling
agricultural products reduced by 29% compared
to 2015 and by 23% compared to 2016. These
data prove that currently; low-income
agriculture is the largest employer sector in the
country. Production of strategic agricultural
goods, which effectively wuses natural,
economic, traditional and export resource
potential plays an important role in socio-
economic development of Georgia [23].

Structural changes have been observed in the
export of agro-food products in Georgia recently.
However, the share of agro-food products in total
export is quite insignificant (fig. 5).

Fig. 5. The share of agri-food products in total export in 2000-2017 (%)
Source: compiled by the author on the basis of data [27].

Comparative analysis of the indicators of
export and import of agro-food products showed
that by 2017 the volume of import significantly

exceeds the volume of export and the dynamics
of this tendency is almost unchanged (fig. 6).
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Fig. 6. Export-import dynamics in Georgia in 2000-2017 (million USD)
Source: compiled by the author on the basis of data [29].

Accordingly, there are two significant
trends in agro-food sector of Georgia:
1. productivity is low; 2. the volume of import
significantly exceeds the volume of export.

Conclusions. The problems related to food
satisfaction of the population it is of utmost
importance to take into consideration the
relationship between production and supply of
agro-food products. Optimal interaction of
industrial ~ factors, technologies, intermediate
production and delivery processes ensures meeting
demand for food, while optimal integration and
coordinated action of stakeholders of agricultural
sector reduces losses and is considered as a tool for
improving income, which leads to improving the
condition of the population;

—In order to increase the local production,
the existing resource potential should be
sufficiently studied and used, also find out all
the alternative opportunities for achieving the
bigger share of Georgian agro-food products in
the international market;

—Different types of export simulation
programs should be implemented which will be
relevant to the existing resource potential and
highlight the main priorities in order to promote
the export-oriented economic policy in the
framework of innovative marketing strategy.

—The present study of the trends in the
production of agro-food products in Georgia
revealed that the volume of production is
growing, however, the growth rate and
productivity is quite low. In terms of such trends
of development of agricultural sector, welfare of
the population cannot be improved neither in the
short-term nor in the long-term periods. It is

necessary to implement complex reforms in
accordance with the strategic plans for the
development of the country and its agriculture.
By evaluating the agricultural development
tendencies and the indicators of the added value
in agro-food sector we can conclude that the
level achieved is not sufficient for achieving
food security and overcoming poverty.

The level of the added value created in
agriculture is not sufficient to ensure food
security and to overcome poverty. The share of
Georgian agro-food products in the international
market is quite small and they are less
competitive. Economic relations of Georgia
with European and Asian countries provide
good opportunities for increasing export of
agro-food products.

The study found that the existing resource
potential is not sufficiently used for increasing
local production. The efficient use of this
potential it is possible to determine alternative
opportunities of achieving positive trade balance
with export. Different types of export stimulation
programs and stages of implementation are not
appropriately studied in Georgia. In addition, the
efficiency of export stimulation programs is not
evaluated. It is essential to select and implement
well-grounded and efficient stimulating programs
taking into account the resource potential for
increasing local production. The growth of
export is positively reflected on GDP and the
improvement of economic situation in the
country. It is essential to determine the priorities
of the agro-food products for export and
concentration of resources to produce these
products.
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