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Abstract.

In the process of sustainable economic development of Georgia, an important place is occupied
by foreign trade policy, including export-import regulation and trade balance management.
Georgia's economic development is significantly dependent on foreign trade. Its geographical
location, as a crossing point of the Caucasus, creates favorable conditions for the
development of trade routes. The dynamics of export and import determine the country's
foreign trade indicators and are largely related to budgetary, tax and monetary policies,
the purpose of which is to encourage exports, optimize the import structure, improve the
trade balance and achieve economic sustainability. The paper discusses the mechanisms of
export and import regulation, their impact on the country's economic growth, financial
stability and competitiveness. The institutional and legal barriers that hinder the full
realization of export potential are investigated. The focus 1is on the low level of
utilization of the opportunities provided for by the Association Agreement with the European
Union and the weak export diversification policy. The main challenges facing Georgia in the
process of economic integration into global markets are highlighted. The focus is on the
fact that despite the growth trends in exports, the dominance of imports in foreign trade
creates a negative trade balance, which has increased for Georgia by almost 2.2 times in
recent years and which negatively affects the current economic and financial processes, the
stability of the national currency and the attraction of foreign investments.
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Introduction

Against the backdrop of globalization and deepening
international economic relations, foreign trade has become
one of the most important instruments of economic development
of modern states. In this context, the policy of regulating
exports and imports and their impact on the trade balance is
becoming particularly relevant, which in turn determines the
country's economic stability and financial security. For
Georgia, as a country with a small economy, foreign trade
issues are critically important, because in the conditions of
a small domestic market and limited resources, the country's
economic growth largely depends on access to international
markets and increasing competitiveness.

Foreign trade is an important stimulus for economic
growth, which not only increases the country's production
potential, but also contributes to the diversification of the
domestic market, the adoption of innovative technologies, the
creation of new Jjobs and the attraction of foreign
investments. However, these processes do not happen by
themselves; their effectiveness and positive impact depend on
properly planned and implemented regulations, political
strategies, and institutional frameworks. In recent years,
Georgia has taken significant steps towards establishing free
market principles, reducing trade barriers, and liberalizing
international trade. The country actively cooperates with
organizations such as the World Trade Organization (WTO), the
European Union (EU), and wvarious bilateral and multilateral
partners. Nevertheless, in the case of Georgia, the structure
of foreign trade has been characterized for many years by a
high share of imports compared to exports, which creates a
permanent negative trade balance and weakens the financial
stability of the national economy. Such an imbalance
complicates the current economic and financial stability,
increases dependence on foreign debt, and poses a threat to
the stability of the national currency. Accordingly, the
analysis of Georgia's export and import regulation
mechanisms, the assessment of their effectiveness, and the
role of the trade balance in the country's economic and
financial stability are of paramount importance.

Review and discussion

In the conditions of modern globalization, when world
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economic processes are closely interconnected, issues of
foreign trade management of the national economy are of
particular importance. For Georgia, as a country with a small
and developing economy, the issue of export-import regulation
and trade balance management is one of the main challenges
that directly determines the pace of economic and financial
development, stability and long-term sustainability of the
country.

In 2024, Georgia's foreign trade turnover 1in goods
amounted to 23 billion 429 million dollars, which is 8% more
than the previous year. According to the trade express data
published by the State Statistics Service of Georgia, in 2024,
exports increased by 7.8% to 6 billion 560 million dollars,
and imports increased by 8.1% to 16 billion 868 million
dollars. According to the above data, the negative trade
balance in 2024 amounted to more than 10 billion dollars,
which 1s 44% of foreign trade turnover. While in 2023 the
trade balance was negative and amounted to 9 billion 517
million dollars.

Therefore, Georgia's foreign trade policy, in terms of
economic and financial development, requires a detailed
assessment in accordance with the complex analysis of export-
import regulation mechanisms and the trade balance and their
impact. Much attention is paid to the formation of economic
and financial instruments that the state uses to encourage
exports, control imports, and manage trade imbalances, which
directly affects the national currency exchange rate,
financial stability, and economic growth rates.

After regaining independence, Georgia has been actively
striving to integrate into the international economic system.
Association with the European Union has been achieved, and
free trade opportunities with wvarious countries Thave
expanded. The Georgian government, especially in recent
years, has taken important steps to promote foreign trade,
the most important of which are: free trade agreements,
including with the European Union, China, Turkey, Hong Kong
and other countries. These agreements allow local
manufacturers to enter multi-million dollars markets without
certain barriers.

However, these initiatives have not yet had a large-scale
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effect that would lead to a reduction in the trade deficit.
The weak trend of export growth, low diversification, high
import dependence and insufficient local production are the
main problems that hinder the country's economic progress and
the effectiveness of financial policy. Special attention is
paid to the role of the trade balance as one of the important
indicators of macroeconomic stability and financial security.
Although Georgia has the potential to improve 1its export
positioning, including through the use of free trade
mechanisms with the European Union, the existing policy still
fails to provide the results that are necessary for the long-
term development of the country's economy. Accordingly, both
the economic and legal regulations that determine export and
import policies and the effectiveness of their implementation
in practice need to be analyzed. The discussion of these
issues is especially relevant in the conditions when global
economic fluctuations, geopolitical tensions and domestic
economic challenges require a much more thoughtful, targeted
and long-term vision-based policy.

Free market principles and a liberal approach are becoming
increasingly important, but at the same time, import barriers
do not allow for the protection of local production from
global shocks. In highly competitive conditions, the
manufacturing sector, and especially small and medium-sized
enterprises, are particularly exposed to competition from
relatively cheap and mass imported goods. As a result, the
depreciation of the local labor market and the loss of highly
qualified personnel are evident. Against this background,
trade imbalances become one of the main challenges, which in
turn hinders long-term investments by the private sector and
leads to a low level of innovation, technological lag and
uncompetitiveness in global markets.

It is worth noting that all this is happening against the
backdrop of new geopolitical challenges, which in turn are
related to trade diplomacy, sanction regimes and access to
international markets. Against the Dbackdrop of high
pressures, 1t 1is necessary for Georgia not only to refine
technological tools, but also to maintain strategic
frameworks of political stability in relations with trading
partners. Economic diversification 1s also important to
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access new areas for export and new stable development
directions. However, the emphasis should be placed not only
on agricultural products and tourism, but also on the
production of other products, such as 1light and heavy
industry, high technologies, education, information,
communication, innovation, technology transfer and wvarious
service sectors. These are the directions that can become a
source of future stable trade markets and at the same time
reduce import dependence.

Without effective incentives, Georgia’s trade strategy
remains in a reality that does not provide the basis for the
economic sustainability that is necessary for the country’s
development at the micro and macro levels. The state must
develop an effective import policy that allows local
production to use cheap and high-quality production
facilities. Tax and tariff policy creates a minimum basis for
protecting the domestic market and includes a well-thought-
out requlatory policy for strategic and non-strategic goods.
It is also worth noting how effectively the country has
mobilized various relevant infrastructure resources,
including ports, roads, railways and air transport
facilities, which are necessary for the implementation of
large-scale and reliable export contracts.

Without the convergence of economic and trade policies,
state policy alone cannot provide an export-import trade
framework, as the dynamics of foreign trade are still full of
challenges. The level of imports in the country significantly
exceeds exports, which creates a negative trade balance and
the resulting financial risks. Without effective stimulation
of exports, increasing dependence on foreign capital 1is
expected in the long term. The private sector, however, is
only interested in long-term projects when it sees a reliable
currency environment, clear tax policy, stability of export
routes, and the existence of open third-party markets. All
these conditions together create a state-supported
environment that can strengthen the economy and transform
economic challenges into opportunities. Table N1 provides
statistical data on foreign trade in goods in Georgia for
2020-2025:
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Table 1
Georgia's foreign trade in goods 2020-2025 (million USD)
January-
2020 2021 2022 2023 2024%* April
2025%*
External Trade 11 19 21
Turnover 389.4| 14 341.1] 130.8 690.0123 543.1 7 755.7

Export (FOB)
3 340.7 4 242 .5|5 582.4|6 086.4| 6 560.4 2 014.4

Import (CIF) 13 15
8 048.7/ 10 098.6] 548.4| 603.6/16 982.7 5 741.3
Trade Balance -4 =7 -9 -10
708.0/ -5 856.1] 965.9 517.2 422 .4 -3 726.9
Domestic

export (Export
excluding re-
export) 2 399.5 3,117.6|3 678.0/2 762.8] 3 007.1

If we look at the statistical data on foreign trade in
goods for 2020-2025, it 1is clear that foreign trade in 2024
increased by approximately 102% compared to 2020, which
indicates a significant increase in foreign trade turnover.
It should also be noted that the registered export rate of
goods 1is increasing annually and in 2024 the registered export
rate of goods has almost doubled compared to 2020 and amounts
to 6560.40 million USD. As for the registered import rate of
goods, it has also doubled and reaches 16,982.8 million USD
according to 2024 data. As for the foreign trade balance,
compared to 2020. In 2024 it has increased by approximately
2.2 times and amounts to 10422.4 million USD. These figures
demonstrate that the foreign trade balance in Georgia has
been characterized by an increasing negative indicator over
the years, which in turn affects the pace of economic and
financial development of Georgia.

Conclusion

In conclusion, we can say that in the context of Georgia's
economic and financial development, export-import regulation
and trade balance management are one of the most important
strategic issues of the state, which determine the country's
long-term stability, financial sustainability and development
potential. Based on the materials discussed in the paper, it
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is clearly seen that despite the reforms carried out in recent
years and attempts to integrate with foreign economic spaces,
the structure of Georgia's foreign trade is still dominated
by a high share of imports, which leads to a constantly
negative trade balance. This trend complicates the management
of current processes, strengthens dependence on foreign debt
and creates unstable expectations regarding the national
currency exchange rate, which in turn hinders private
investments and the development of local production. The
current economic reality shows that creating liberal trade
conditions alone is not enough; a policy of export promotion
and import optimization based on a unified, strategic wvision
is needed. It is necessary for the state to strengthen support
for local production through both financial and institutional
mechanisms. Promoting the creation of innovative products,
technological upgrading, developing export-oriented sectors,
diversification, and expanding access to foreign open markets
are the cornerstones that will contribute to both reducing
the trade imbalance and strengthening the country's economic
system as a whole. At the same time, it is necessary to
regulate import policy in a way that will reduce the critical
attitude in strategic sectors and at the same time not harm
consumers in terms of prices. The introduction of flexible,
targeted regulations for specific product types may become
part of the mechanism that will ease the pressure on the
economy and increase the competitiveness of local producers.
As for the macroeconomic role of the trade balance, it should
become one of the main pillars of economic and financial
strategies. Reducing the trade deficit will not only reduce
dependence on foreign debt, but also contribute to the
stability of the lari exchange rate, the flexibility of
monetary policy and the observance of budgetary discipline.

The conclusion shows that a systematic approach 1is
necessary in this area, which will Dbalance the 1liberal
economic model and the state's strategic involvement. Only in
this way will it be possible to transform the Georgian economy
onto the path of innovative, competitive and sustainable
development, which is primarily based on a correctly defined
foreign trade policy, effective export-import regulation and
consistent financial strategies.
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