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Executive Summery  

This study presented in this report was aimed at answering the question: can an economically 
oriented sustainable forest management based on wood utilisation be established in Georgia? 
This is quite a task given the uncertainties about how much wood can sustainably be harvested, 
wood quality and assortments, and the deficiencies in the data on the production and trade of 
wood and wood products. However, our assessments of policy, legislation, and of the wood 
chain and wood economy, lead us to the conclusion: not under present conditions, because of 
the many deficiencies in the sector. 

Georgia’s forest sector since independence 

After Georgia regained independence in 1991 forest management and wood processing went 
into serious decline. As household incomes collapsed and legal trade links were broken, much 
of the domestic processing industry lost its markets. Imports of wood from other former Soviet 
Union countries stopped, energy prices rose steeply and rural gas networks were cut. Hundreds 
of thousands of Georgian households turned to forests for wood for fuel and timber, and 
processors for logs. The budget for forest management was savagely cut.  Opportunities to sell 
illegally sourced fuel wood and industrial wood were seized by criminal groups. Forests 
increasingly were used for pasturing cattle and other livestock, compounding the degradation 
caused by unsustainable, illegal logging.  

Efforts to reform and develop the sector in the late 1990s had a promising start. A new Forest 
Code was adopted in 1999 and a reform project financed by a USD 15 million loan started in 
2003. Policy changes after 2003 towards liberalisation of the economy brought those efforts to a 
halt. Attempts to elaborate a state forest policy founded on forests’ multiple values and the 
principles of sustainable management stalled. The main state forest management body – 
responsible for about 70% of Georgia’s forests at that time – was relegated from a state 
department accountable to the president to a department in the natural resources agency of the 
ministry of energy. Priority in state development policy was given to hydro-power, agriculture 
and tourism, and the main function of the forest sector – with the exception of territories 
assigned under long term licences - became that of providing wood for fuel and lumber to poor 
households. 

Since 2012 there have been some positive steps. 2013 saw the creation of a new state forest 
management body, a new body to control compliance with environmental regulations including 
forest law, and a new forest policy unit in the Ministry of Environment and Natural Resources 
Protection. In December of the same year, the Parliament of Georgia adopted the National 
Forest Concept – in effect Georgia’s first forest policy. A draft new Forest Code has been 
prepared and drafting of secondary legislation has started. Programmes to increase forest 
management knowledge and skills are being implemented with donor support.  

These recent steps are important and significant, but much more needs to be done. Georgia’s 
forests are still under enormous pressure, driven by the same forces that came into play after 
independence – poverty, lack of affordable alternative energy sources, profit to be gained from 
illegal logging – facilitated by inadequate controls. Budgets for forest protection and 
maintenance are still insufficient. Policy and legislation prevent optimal use of wood resources. 
Wood processing is under-invested, inefficient and uncompetitive. In spite of these problems, 
with sufficient political will the sector can be turned around so that it can - in the future - provide 
the basis for sustainable forest management and make a far greater contribution to Georgia’s 
economy.  

What we know about Georgia’s forests 

One of the victims of the forest sector’s decline has been information. We don’t know for sure 
how much productive forest there is in Georgia or how much wood can be harvested on a 
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sustainable basis. A large part of Georgia’s forests have not been inventoried for more than 20 
years and most of the logging that has occurred has not been recorded. A new inventory of all 
of Georgia’s forests is being prepared but we will not have the results at least before 2018. 

What we can say is that Georgia has approximately 2.8 million hectares of forest - about 40% of 
the country’s land area. About 0.5 million hectares form part of Georgia’s protected areas 
network and logging is restricted on a further 1.1 million hectares. This still leaves 1.2 million 
hectares of forest where logging is allowed provided that it is carried out in accordance with 
certain environmental standards. In the absence of up-to-date inventory data, how much wood 
can be removed from that forest on a sustainable basis is much harder to pin down. Estimates 
made by different studies in the last several years range from about 300,000 m³/yr to about 1 
million m³/yr (the estimates use different assumptions about productive forest area and are not 
directly comparable). The team that carried out the study presented here estimated 600,000 
m³/yr. 

The forest sector in Georgia’s economy 

The forestry sector forms only a small part of Georgia’s economy. Legal logging, transport and 

wood processing contributed about 75 MGEL1 to Georgia’s GDP in 2014. This figure does not 
include illegal logging and activities that add value to illegally harvested logs. Total GDP in 2014 
was 25,190 MGEL, so the legal forestry sector contributed only 0.3%. In comparison, agriculture 
contributed 8.9%.  

GDP is derived from transactions in which money changes hands. Much of the value of forests 
is in services that no-one pays for, for example mitigating soil erosion (which benefits the 
hydropower and agricultural industries), creating beautiful landscapes (which benefits the 
tourism industry), and mitigating greenhouse gas emissions and the impacts of climate change 
(which benefit everyone). It follows that Georgia should be investing in forests as part of its 
development strategy, which prioritises hydropower, agriculture and tourism. 

Georgia has an enormous trade deficit in forest products. In 2014, 197 MGEL of wood and 
products were imported and 23 MGEL exported – a deficit of 174 MGEL. Wood-based panels 
and wooden furniture formed, respectively, 36% and 35% of imports by value. The value added 
of those products is far higher than the products which most of Georgia’s wood removals go 
into. Thus, there are opportunities to increase added value in the country and at the same time 
reduce the trade deficit in wood products. 

Georgia’s wood economy 

The study estimated that 2.7–3.0 Mm³ of roundwood were removed from Georgia’s forests in 
2014; this is up to five times more than the sustainable volume. Out of that amount 0.7 Mm³ 
were harvested legally and 2.0-2.3 Mm³ illegally; thus 75% of the removals were illegal. 2.2-2.3 
Mm³ of the wood removed were used for fuel and 0.48-0.66 Mm³ went for processing (mostly to 
sawmills but some to veneer). 

The total sale value of the wood legally cut in Georgia’s forests in 2014 was about 36 MGEL. 
Most of this amount was paid into the state budget (the price paid at auction by licensees) and 
municipality budgets (the natural resource use fee), part was the licence holders’ profit, and part 
was received by the National Forestry Agency, Adjara Forestry Agency and Tbilisi City Hall as 
fees for marking cutting areas and for issuing documents of wood origin and log identification 
tags, and sales of wood from “special cuts”. The forest management budget (National Forestry 
Agency, Adjara Forestry Agency and Tbilisi City Hall) for 2014 was about 15.5 MGEL. Thus, 

                                                

1 GEOSTAT calculated the figure of 75 MGEL using a simplified method based on wages reported to the tax authorities. Total GDP and 
agriculture’s contribution to GDP are calculated using a different method and the comparison later in this paragraph with forestry sector GDP 
is not precise. 
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less than 45% of the income generated by legal logging was spent on forest protection, 
regeneration and maintenance; the rest was transferred out of the forest sector.  

Out of the 0.7 Mm³ legally logged in 2014, a large proportion – 0.52 Mm³ – was allocated under 
the social wood programme (the programme provides wood for fuel and timber to needy 
households at subsidised prices). The cost of the subsidy was at least 30 MGEL. A substantial 
proportion of the social wood consumed as fuel wood would have been suitable for sawmilling, 
making the real cost of the subsidy substantially higher than 30 MGEL. The sale value of 
illegally logged wood in 2014 was more than 100 MGEL. 

Calculation of the wood balance revealed significant differences (imbalances) between the 
volume input to one process in the wood chain and the volume output from that process. The 
imbalances were particularly high for coniferous wood. The imbalances are probably due to a 
combination of deficiencies in the data reported for the sector and incorrect reporting by the 
sector, in part to hide illegal wood and products made from illegal wood.  

The delivered cost of industrial logs harvested from Georgian forests appears to be high 
compared to international costs. Furthermore, according to the reported data, the prices of logs 
and lumber traded on the domestic market are higher than the prices of imported logs and 
lumber. If this picture reflects reality, the Georgian forest industry will struggle to compete in 
domestic and international markets. 

The study compared the price of lumber produced by Georgian sawmills expressed per m³ of 
log consumed with the cost per m³ of log delivered to sawmills. Applying a normal conversion 
factor for log to lumber (the conversion factor that one would expect in modern sawmills in other 
countries), the price of lumber per m³ of log is less than the delivered cost of the log; i.e. 
sawmilling is not profitable. Applying the unusually high conversion factors reported to the study 
by Georgian sawmills, coniferous sawmilling shows a small surplus before deducting other 
costs, and non-coniferous sawmilling shows a more substantial surplus. The figures are difficult 
to explain except by the large volume of illegal logs that are going into sawmilling at a lower 
price than legal logs. 

Georgia’s primary processing industry is geared-up to supply low price, low quality markets and 
adds relatively little value. In contrast, secondary wood processing – for example builders’ 
joinery - adds much higher value per m³ of log than lumber used for formwork in construction, 
which is where most coniferous lumber goes. It is quite obvious that the Georgian forest sector 
must move urgently towards production of higher value added production in order to improve 
the economy of the sector. 

Structural impediments of the Georgian forest sector 

The non-sustainability of forestry and the forest sector as well as unsatisfactory economic 
performance stem from structural impediments and policy failures. 

Deficiencies in governance 

There is no political priority or will to develop a functioning holistic sector. The forest 
sector of Georgia has three components - forestry, forest industry and markets. Forestry is 
dependent on an industry paying for the wood it uses and the industry needs markets to sell its 
products in order to be able to pay for the wood it uses. The complete forest sector system must 
be developed through holistic governance. 

Reliable data - a prerequisite for developing the sector – is missing. In the absence of up-
to-date inventory data for the entire forest fund and relevant data for the rest of the sector the 
trade-offs between the different functions of forests cannot be balanced and government and 
industry cannot make properly informed investment decisions. 
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The priorities of the National Forest Concept are counter-productive. The priority given to 
meeting the needs of the rural population is directly counterproductive for an economically-
based forest sector. 

Forest management bodies and supervision bodies lack capacity to get forest 
management onto a sustainable basis. There are ongoing efforts to address this deficit but by 
themselves they will not be sufficient. 

Sustainable development of the sector is hampered by substantial illegalities in the 
whole wood chain. There are no possibilities to reach sustainable forestry and a sustainable 
forest sector unless these illegalities are removed. The sector has to be based on legal and 
transparent operations and not as today to a large extent being based on illegal activities. There 
are ongoing efforts to fight the illegalities but those efforts have to be strengthened substantially 
and speeded up. 

Forest management bodies’ hands are tied. Legislation severely restricts forest management 
bodies’ powers to generate, retain and reinvest income from wood removals. The system of 
assigning auction price and natural resource use fees drains income from the sector. 

Certification is not established in the forest sector. Certification is needed for both forestry 
and the forest industry. International markets are based on certified wood. On the domestic 
market in Georgia there is no interest in the legality or sustainability of wood and there are no 
demands for certification, which enables the illegalities to flourish. 

Market Conditions and Opportunities 

The domestic market for forest industrial products is a low price and low quality market. 
Georgian customers are much more sensitive to price than to quality; they buy products of lower 
qualities and prefer oil-based products such as PVC windows and door frames than more 
expensive traditional wood-based products. The dominating construction materials are 
concrete, steel, and glass; wood is used only for formwork. There are no building codes for the 
quality of the wood used. The low prices caused by these factors make it difficult for the industry 
to get solid and sustainable economic returns, which drives illegalities and low paying capacity 
for the wood used. 

There is a need for the development of the domestic market. It means education of and 
information to customers on the advantages of using wood in different applications with respect 
to life time of the products, environmental impacts, health risks, the real costs compared with 
other products, etc. All traded wood products should be certified. 

There are opportunities in international markets but Georgia is not geared up to use 
them. The international markets are under fierce competition both on quality and price; they 
demand high quality at competitive prices. Exported Georgian lumber can be regarded as low 
quality due to lack of kiln drying, limited quality sorting, substantial extent of wanes and not 
sharp-edged wood. There are opportunities for Georgian producers in the Turkish market and, 
to a less clear extent, in Iran (due to questions around political stability) and China (due to it 
being a low-price market). There are possibilities for Georgia to trade with the EU if products are 
certified, kiln dried, high quality and price competitive. This is not the case today. To be 
successful on the export markets market diligence is a must. Georgian companies are too 
inexperienced with respect to international markets and they are too small to be able to afford 
and to be capable to carry out relevant market diligence. Even if companies were to get 
together in a marketing cluster they would be too small for this challenge. To establish efficient 
market diligence, the state has to step in with financial support. 

The existing forest industrial structure in Georgia is problematic. The dominating part of 
the industry (some 90%) is classified as small enterprises. About half of the existing sawmills 
and some 35% of the existing sawmilling capacity is assessed to be illegal industry. There is a 
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lack of management experience, technical know-how, market knowledge and skills in the 
industry. Many managers and owners have no or limited experiences of the forest sector. They 
lack knowledge of foreign markets, marketing in general and the knowledge of setting up sales 
strategies. Machinery is most often inefficient and the industry is operating with inefficient 
production schemes. There is no systemic business planning and no quality control systems in 
place. All of these deficiencies lead to low quality product output and forces the industry to trade 
on low-priced markets.  

The social wood programme 

The social wood programme is a huge drain on the sector. The allocation of fuel wood in the 
social wood programme constitutes a substantial financial loss for forestry and the state; it is 
reducing the value added generated in forestry and reduces the possibilities for re-investments 
in forestry. The problem gets worse when the illegal logging of fuel wood is taken into account. 
The total volumes used for fuel wood result in unsustainable forest management and are putting 
the existing forest capital at risk to disappear in the near term. Alternatives for the supply of rural 
energy need to be implemented as a matter of urgency. More efficient use of wood consumed 
as fuel and logging and processing waste can be part of the solution; e.g. allowing wood to dry 
before burning it, converting wood and wood waste to pellets or briquettes. This will not be 
enough on its own: the government must look into a combination of possible options of wind 
energy, solar energy, gas heating, etc together with sustainable biomass alternatives in order to 
find a sustainable solution to the rural energy problem. This is a pan-ministry task. 

Investment Environment 

Forestry, forest industry and market development are under-invested. The under-investment in 
forestry is partly a home-made problem: the current legislation is a constraint for re-investments 
in forestry; the political priority on the social wood programme reduces the possibility to 
generate investment capital; lack of firm handling of the illegal logging and illegal industrial 
production causes huge losses of financial means that potentially could be used for investments 
in forestry. As a result of under-investment the industry has difficulties to get out of the vicious 
circle of inefficient production-low quality-low priced markets. Huge amounts of capital are 
needed to get the entire forest sector on a sustainable footing and much of it will have to come 
from International investors and international donors. The current conditions in Georgia with 
uncertain governance framework of the forest sector, uncertain data and future wood supply 
and the high rate of illegalities in the sector undermine international investors’ interest in the 
sector. 

Conclusions and recommendations 

We concluded that an economically oriented sustainable forest management based on wood 
utilization cannot be established in Georgia under present conditions. However, we argue that 
this can be changed. Simply by selling roundwood at market prices instead of the subsidised 
prices of the social wood programme, the sector could generate an additional income of more 
than 40 MGEL per year. In addition, by transforming the wood processing industry from its 
present obsolete structure based in large part on illegal logging and production, the industry 
would be able to improve its financial performance substantially and the sector as a whole 
would increase its contribution to Georgian society. 

Turning the sector around and getting it onto a sustainable footing will require substantial 
structural changes that can be achieved only by an across-government approach; therefore we 
recommend that the Prime Minister establish an inter-ministry Commission on the 
“Mobilization of the Georgian Forest Sector”. The objective of the Commission should be to 
develop an economically viable concept and strategy for the sustainable development of 
Georgia’s forest sector. In this concept and strategy, the complete forest sector (forestry, 
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industry, and markets) must be regarded as an integrated system. The Commission has to 
address all of the structural impediments revealed by the study and should include, and work in 
dialogue with, the stakeholders of the sector. 

Establishment and work by the Commission will take time. Meanwhile speeding up efforts to 
complete the national forest inventory and improve the data quality for the rest of the sector is 
urgently needed. This information is crucial for the work of the Commission. The new data 
should be quality assured to guarantee a high degree of reliability. Furthermore the efforts to 
prevent, detect and act on illegalities have to be strengthened and speeded up substantially. 
These efforts cannot wait for the results of the suggested Commission. 
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1. Introduction  

This report and the study on which it is based were commissioned by GIZ with funding from 
the Austrian Development Agency upon the request of the Ministry of Environment and 
Natural Resources Protection of Georgia (MoENRP). The overall objective of the study was 
“to clarify whether an economically oriented [sustainable] forest management based on wood 

utilisation can be established in Georgia2”. The Terms of Reference (ToR) for the study are 

at Annex 13. 

The study was carried out between April and September 2016. GFA obtained secondary 
information for the study from the publications, internet portals and databases listed in the 
section “References and other information sources used in the study”, and primary 
information from a survey of sawmills and secondary wood processing companies (details of 
the survey are given in Annex 2). 

The report is structured as follows: 

 Section 2 - Country overview - describes the general social, political and economic 
situation in Georgia to clarify the environment for possible investments in the forestry and 
timber industry of Georgia. 

 Section 3 - Georgia’s forests - describes the types, values, condition and trends in 
condition of Georgia’s forests, and presents a range of estimates for potential sustainable 
removals.  

 Section 4 - Legal framework – identifies limiting factors in the legislation governing logging 
and the placing of wood on the market. 

 Section 5 - Georgia’s production, trade and consumption of wood and wood products - 
presents a wood balance for the Georgian wood sector from harvest to final markets in the 
form of six sub-wood balances.  

 Section 6 - Economic assessment – presents assessments of the value of forest sector 
outputs and the forest sector’s contribution to Georgia’s economy. 

 Section 7 – Structural impediments – discusses factors that are limiting the forest sector’s 
earning power and its contribution to Georgia’s economy. 

 Section 8 presents the Consultant’s conclusions and recommendations.  

Annex 3 contains a glossary of English terms that are relevant to the wood market with 
equivalent Georgian terms and with definitions in English and Georgian. 

The Consultants wish to thank all of the people who contributed to study by giving their time 
and providing information and opinions. We would like especially to thank the following 
individuals: 

 Mr. Merab Machavariani and Ms. Natia Iordanishvili, respectively the former and current 
Deputy Chairman of the National Forestry Agency (NFA) and Mr Karlo Amirgulashvili, 
Head of the Biodiversity Protection Department of the MoENRP, for helping to secure the 
NFA’s and MoENRP’s engagement with GFA’s study team and for their individual 
contributions to outputs from the study; 

 Mr. Jürgen Geldbach, Forestry Projects Manager, and Mr Giorgi Kolbin of GIZ’s Integrated 
Biodiversity Management – South Caucasus Programme (IBIS) in Georgia, for their 
constructive approach to solving problems along the way; 

                                                

2 The word “sustainable” was not in the ToR and has been added by GFA. 
3 The ToR at Annex 1 included the amendments that were made during contract execution by agreement between GFA and GIZ with the 

approval of the MoENRP. 
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 Dr. Mamuka Khostaria, Director of the Georgian Woodworkers and Furniture 
Manufacturers Association, for facilitating contacts with companies for the survey of the 
secondary wood processing sector; 

 M.r Arsen Chinchaladze, Forestry Specialist of the MoENRP’s Department for 
Environmental Supervision, for facilitating contacts with sawmills for the survey of the 
primary wood processing sector. 
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2. Country Overview 

2.1 Introduction 

Georgia is an upper-middle income country4, with a population of 3.68 million5 occupying a 

land surface of 69,490 sq km6 - about one fifth of the size of Germany. About 20% of the 
country’s territory is controlled by breakaway forces backed by the Russian Federation.  

2016 marks 25 years of Georgia regaining its independence after 70 years of communist 
rule. The first four post-independence years brought traumatic social and economic shocks: 
civil wars in South Ossetia in 1991-1992 and in Abkhazia in 1992-1994 resulted in thousands 
of deaths and the displacement of hundreds of thousands of ethnic Georgians to other parts 
of Georgia (and of ethnic Ossetians to North Ossetia in the Russian Federation); gross 
national income fell by 80% from its pre-independence level; the country experienced rapid 
price inflation; non-payment of taxes contributed to a high budget deficit. Interventions by the 
World Bank and International Monetary Fund (IMF) helped to stabilise the economy. 
Measures were taken to strengthen governance and liberalise the economy including 
deregulation and privatisation of state enterprises, but pervasive corruption and continuing 
problems in the economy led to Georgia being labelled a near-failed state. (US Department 
of State, 2015). 

After the so-called Rose Revolution in 2003 the government of Mikhail Saakashvili made 
sweeping economic and institutional reforms aimed at further liberalising the economy, 
tackling corruption and encouraging investment the country turned firmly westwards in its 
political, defence and trade relations. The war with Russia over South Ossetia in August 
2008 and the recession that followed the global financial crisis of 2007-2009 caused a hiatus 
in Georgia’s progress from which it has since recovered. 

2012 saw the first democratic transfer of power when the Georgian Dream coalition won a 
parliamentary majority. The new government carried on its predecessor’s low-regulation, low-
tax, free market policies, while increasing social spending, strengthening anti-trust policy, 
amending the labour code to strengthen protections for workers, and consulting the private 
sector in the development of sound economic policies. In 2014 the government published its 
medium-term socio-economic strategy “Georgia 2020”, which sets out Georgia’s economic 
policy priorities. The strategy stresses the government’s commitment to business friendly 
policies such as low taxes and pledges to invest in human capital and to strive for inclusive 
growth across the country, not just in Tbilisi, its capital. The strategy also emphasizes 
Georgia’s geographic potential as a trade and logistics hub along the “New Silk Road” linking 
Asia and Europe via the Caucasus. In June 2014 Georgia signed an Association Agreement, 
which included a Deep and Comprehensive Free Trade Agreement (DCFTA), with the 
European Union (EU). The Agreement came into force on July 1st, 2016.  

The elections of October 2016 saw Georgian Dream win a constitutional majority in the 
Parliament and with it the mandate to continue along the path of a free-market economy and 
towards Euro-Atlantic integration. 

                                                

4 The World Bank defines upper-middle income countries as those with a GNI per capita between $4,036 and $12,475. 
5 Source: World Bank country data portal http://data.worldbank.org/country/georgia 
6 Source: See above 

http://data.worldbank.org/country/georgia
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2.2 Economic and social indicators 

2.2.1 Gross Domestic Product (GDP) 

GDP fell sharply after independence and the dissolution of the Soviet Union in 1991. 
Recovery was slow until 2003 but then accelerated. During 2004-2013 GDP growth in 
Georgia averaged nearly six percent a year, reaching 12.3% in 2007. However, Georgia 
remains one of the very few countries in Europe and Central Asia (ECA) that have not yet 
caught up to their 1990 real GDP level. GDP per capita in constant 2010 prices increased 
from $1,814 in 2003 to $4,010 in 2015 but it is still among the lowest in the ECA. (World 
Bank, 2014). 

2.2.2 Sectoral structure of GDP 

Contribution to 2015 GDP by sectors is shown in Table 2 1. The largest share is held by 
trade services (16.6%) and industry (16.5%) followed by transport and communication 
services (10.7%), public administration (9.3%), agriculture, forestry and fishing (9.2%), 
construction (8.0%) and real estate, renting and business activities (6.6%). The structure of 
the economy has changed substantially compared with the picture before independence: in 
1990, industry accounted for 33% of GDP and agriculture, forestry and fishing 31%. The 
decline of agriculture’s contribution to GDP is particularly notable: loss of export markets 
after independence caused an immediate sharp fall followed by years of further decline and 
stagnation. Targeted intervention during the last several years has resulted in significant 
gains: output of the agriculture sector in the period 2013 – 2015 was nearly 14% higher than 
in the period 2010 – 2012. 

Table 1: Contribution to GDP by activity 

ACTIVITY MILLION GEL 
% OF 

TOTAL 

Wholesale and retail trade; repair of motor vehicles, motorcycles and 
personal and household goods 4,554.8 16.6% 

Manufacturing 2,679.0 9.8% 

Public administration 2,546.2 9.3% 

Agriculture, hunting and forestry; fishing 2,518.2 9.2% 

Transport 2,210.3 8.1% 

Construction 2,187.4 8.0% 

Real estate, renting and business activities 1,805.3 6.6% 

Health and social work 1,634.3 6.0% 

Education 1,341.1 4.9% 

Other community, social and personal service activities 1,200.1 4.4% 
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Financial intermediation 1,004.8 3.7% 

Imputed rent of own occupied dwellings 896.8 3.3% 

Electricity, gas and water supply 845.5 3.1% 

Communication 714.8 2.6% 

Processing of products by households 713.1 2.6% 

Hotels and restaurants 693.9 2.5% 

Mining and quarrying 294.6 1.1% 

Private households employing domestic staff and undifferentiated 
production activities of households for own use 

30.3 0.1% 

Financial Intermediation Services Indirectly Measured -466.4 -1.7% 

Total GDP at Basic Prices 27,404.4 100% 

Source: GEOSTAT online data portal 

One of the fastest growing sectors in Georgia is tourism, which accounted for 14.2% of total 
employment in 2013 and 16% of GDP (directly and indirectly). Tourism is forecast to 
continue growing by 4.8 percent per annum. The sector currently provides nearly 20% of 
export earnings (US Department of State, 2015). 

2.2.3 Foreign direct investment 

Net foreign direct investment (FDI) averaged 1,259 MUSD in the period 2011 – 2015 (inflows 
– 2,296 MUSD; outflows 1,037 MUSD) and ranged from 912 to 1,758 MUSD. The main 
investor countries are shown in Table 2 2. 

Table 2: Net FDI by country (million USD) 

 2011 2012 2013 2014 2015 

Total 

of which: 
1,117 912 942 1,758 1,564 

Azerbaijan 138 59 82 341 550 

United Kingdom 55 94 55 108 386 

Netherlands 242 35 153 374 155 

Luxembourg 43 42 143 110 106 

Turkey 76 81 43 63 73 
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China 10 36 90 218 67 

Russia 55 20 2 82 46 

International organisations 95 63 55 -106 40 

Other countries 404 480 320 569 142 

Source: GEOSTAT online data portal 

2.2.4 Foreign trade 

In 2015 Georgia had a current account deficit of 5,524 MUSD (exports – 2, 205 MUSD; 
imports – 7,730 MUSD). The deficit averaged 4,537 MUSD between 2006 and 2015 with a 
high of 5,740 MUSD in 2014 and a low of 2,739 MUSD in 2006 (ADB, 2014a). The share of 
exports in GDP is low: only about 38% in 2012, compared with over 90% in Estonia and the 
Slovak Republic, 78% in Lithuania, and 59% in Latvia, also former Communist Bloc countries 
(US Department of State, 2015). While there has been growth in exports in absolute terms, 
an analysis of the composition and dynamics of the export basket reveals significant 
weaknesses: (i) loss of market share in key markets and products; (ii) stagnant and low 
product sophistication and quality for its level of development; (iii) lack of product 
diversification with scrap metal, re-export of used cars, wine and processed food, water and 
tourism dominating; and (iv) low survival of export firms (US Department of State, 2015).  

2.2.5 Demography 

In 2015 Georgia’s population was a little over 3.7 million – down from 5.4 million in 1989, two 

years before independence7. Most of the reduction was due to an increase in emigration. 

The number of live births also declined. 42.6% of the population live in rural districts8 – only 
1.6% less than in 1989 – one of the highest rates in the ECA region; in comparison, in 2013 

about 22% of the EU’s population resided in predominantly rural areas9. 

2.2.6 Employment and unemployment 

The majority of the work force – more than 55% – is employed in agriculture (mostly self-
employed), which is characterised by largely family-based subsistence farming with a 
relatively small agri-business sector. Low productivity levels in agriculture have contributed 
significantly to high rural poverty. (ADB, 2014b). 

Georgia’s strong growth performance of the last 12 years has been accompanied by high 
unemployment. Georgia’s unemployment rate worsened during the growth years of 2003 to 
2007. The main reasons for this were (i) the substantial down-sizing of the civil service; (ii) a 
foreign investment focus on banking and real estate, which created few jobs; and (iii) modest 
growth by small and medium-sized enterprises and agricultural enterprises due to 
productivity, finance, and market access constraints. New growth sectors, especially in 
tourism and other service sectors, have not been able to generate formal employment as 
effectively as agri-business or manufacturing would have done if investment in those sectors 
had been higher. (US Department of State, 2015). 

                                                

7 Source: Geostat online data portal 
8 Source: Geostat online data portal 
9 Source: http://ec.europa.eu/eurostat/statistics-explained/index.php/Agriculture_-_rural_development_statistics 

http://ec.europa.eu/eurostat/statistics-explained/index.php/Agriculture_-_rural_development_statistics
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2.2.7 Poverty 

Poverty and extreme poverty are high in Georgia compared to other countries in the region. 
In 2012, 14.8 percent and 3.7 percent of the population lived in poverty and extreme poverty 
respectively. Consumption growth among the bottom 40 percent of the population, the World 
Bank’s indicator of shared prosperity, was also lower than for the population as a whole for 
the period 2006-2010. This was reversed in 2010-2012 mainly due to the benefits of the 
fiscal stimulus rolled out in the period after the global economic crisis that increased social 
transfers and finally brought about an improved shared prosperity of the bottom 40 percent. 
Many families depend on remittances from abroad, which in the five-year period 2011 – 2015 
averaged 384 MGEL per year – 3% of total household income. (ADB, 2014b). 

Georgia has one of the highest incidences of Internally Displaced Persons (IDPs) in the 
world (estimated at 5.6% of the population; 253,000 people in 2014). IDPs are dependent on 
subsistence agriculture and on social assistance, with limited recourse to adequate housing, 
sustainable livelihoods and jobs. Rates of employment and economic self-reliance are low 
among IDPs and they account for a disproportionate amount of the poor. (ADB, 2014b). 

2.2.8 Millennium Development Goals 

Georgia performed well against several of the Millennium Development Goals (MDGs)10. 
There was significant progress with declining infant and maternal mortality, full enrolment in 
primary education with a higher ratio of girls to boys in primary and secondary education, and 
an increased proportion of the population with access to safe water sources. However, 
significant inequalities remained in terms of access to basic services and economic 
opportunities between the poor, the less well-off and marginalized population groups and the 
rest of the population. (US Department of State, 2015). 

2.3 Development Strategy  

Georgia’s medium-term development vision is set out in the Socio-economic Development 
Strategy (SDS) “Georgia 2020” (Box 1). The overarching objective of the SDS is to achieve 
faster, inclusive, and sustainable growth averaging 7 percent a year. This assumes that 
structural reforms will support rapid growth in investment, employment, and firm productivity 
and also ensure the realization of potential benefits associated with the DCFTA in terms of 
higher exports and FDI. The SDS plans to help the private sector develop into the engine of 
growth and, at the same time, emphasizes the redefined role for the state to facilitate 
inclusion through better delivery of public services, addressing market failures and cross-
cutting constraints. 

Box 1: Pillars of the Georgian Government’s Socio-Economic Development Strategy 

(SDS) 

Pillar 1: Establishing the pre-conditions for growth in terms of a stable macroeconomic 

environment, effective public sector management, and fiscal efficiency and responsibility; (i) 

Inflation and exchange rate stability; (ii) Creating and maintaining fiscal space through 

medium-term expenditure and debt management frameworks, pension reform, and 

prioritizing spending based on results and effective monitoring and evaluation; (iii) Effective 

                                                

10 The Millennium Development Goals (MDGs) are the eight international development goals for the year 2015 that were established 
following the Millennium Summit of the United Nations in 2000, following the adoption of the United Nations Millennium Declaration. 
The MDGs expired in 2015 and were replaced by the Sustainable Development Goals. No progress reports for these new goals have 
been prepared yet. 
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public sector management; and (iv) External sustainability through sound macro-prudential 

regulation, policies to bolster savings, and actions to strengthen systemic credibility and 

support de-dollarization.  

Pillar 2: Strengthening human capital - health, education, and social safety nets; (i) Ensuring 

100 percent pre-school enrolment; currently only 46 percent of children attend kindergarten; 

(ii) Supporting an effective vocational education and training system, responsive to private 

sector needs; (iii) Improving the quality of the education system overall; (iv) Improving labour 

market information and ensuring coordination with the TSA programme; (v) Tightening the 

social safety net through improved targeting to ensure expanded coverage to the bottom 

decile, and pension reform; (vi) Establishing an effective system of universal health 

coverage: the SDS highlights the need for reforms aimed at ensuring a supply of cost 

effective pharmaceuticals, and also prioritizes improved primary and preventive care. 

Pillar 3: Improving private sector competitiveness by building on past successes and further 

enhancing the investment climate, especially for SMEs, and focusing on firm productivity; (i) 

Moving from deregulation to smart regulation to fill gaps in the existing business environment 

(competition policy, strengthened legal enforcement of property rights including intellectual 

property rights, updated investment legislation, improved bankruptcy procedures, and more 

effective dispute resolution); (ii) Establishing a National Development Council to support 

public-private consultation and implementation of the strategy; (iii) Promoting exports by 

leveraging the DCFTA to support market access, and realizing Georgia’s potential as a 

regional logistics and transit hub and on increasing productivity and exports in the agriculture 

sector; (iv) Strengthening innovation capacity through financial support and a well-defined 

framework for collaboration between the private sector, research, and the Government; and 

(v) Leveraging Georgia’s locational advantage and renewable resource potential to both 

meet its growing energy needs of the services sector and develop electricity exports as a 

source of revenues. 

Pillar 4: Increasing access to finance; (i) Promoting retirement savings, local currency 

financing instruments, accessible financing for smaller firms, deposit insurance, and macro-

prudential credibility; (ii) Strengthening financial architecture through developing capital 

markets, non-bank financial institutions, and improvement of financial market infrastructure, 

includes development of an appropriate legal and institutional framework for credit 

information sharing and the establishment of a centralized collateral agency; and (iii) 

Expanding access to finance for SMEs, start-ups and for agriculture. 

2.4 Medium-term economic outlook 

In 2014 the World Bank projected Georgia’s economic growth at an average of 5.5% a year 
over the medium-term based on greater policy certainty, improved market access, and a 
strong reform agenda (World Bank, 2014). The World Bank noted that medium-term growth 
prospects depended on a number of factors, including improved economic ties with the EU, 
improved relations with Russia (which will benefit trade and tourism), and the robust reform 
programme set out in the SDS, which will support growth in private investment and reduce 
reliance on public capital spending. Growth prospects depend on Georgia’s ability to 
leverage the DCFTA and Association Agreement with the EU, which will improve market 
access and encourage FDI. A trade sustainability impact analysis commissioned by the EU 
suggests a potential increase in GDP growth of 4.3 percent in the long-run (Ecorys and 
Case, 2012). This will call for labour and capital reallocations to more productive sectors, 



9 

involving capacity-building on regulatory approximation - particularly in trade facilitation, 
technical barriers to trade, and intellectual property rights - and upgrading of and investment 
in human capital (US Department of State, 2015). 

The fiscal deficit - estimated at 2.5 percent of GDP in 2013 - is expected to narrow over the 
medium term, mainly because of strengthened expenditure efficiency (the planned deficit in 
the 2016 budget was 3%). The share of capital expenditures will level off, with social 
spending – which grew significantly in 2013 and will rise to over 9 percent of GDP in the 
medium term – rising to tilt the balance in favour of current expenditures. Debt is sustainable 
in the medium-term according to the most recent World Bank-IMF analysis. (US Department 
of State, 2015). 

The renewed focus on competitiveness and fiscal consolidation will support external 
sustainability. Lower spending in 2013 helped reduce the current account deficit. Higher 
economic activity and public spending in 2014 will cause the current account deficit to 
increase before falling again in the medium-term due to improved competitiveness – driven 
by the Government’s ambitious structural reforms – and a narrowing fiscal deficit. Net FDI is 
expected to average around 6.3 percent of GDP while the national savings rate is expected 
to increase to 20.5 percent by 2017, reducing dependence on debt creating capital inflows. 
(US Department of State, 2015). 

2.4.1 Opportunities for growth 

The DCFTA offers an opportunity to enhance prospects for exports and investment. To make 
the most of this opportunity Georgia must address a complex complementary policy reform 
agenda to support private sector competitiveness. Domestic firms need to modernize in order 
to enhance productivity; this will call for access to both human and financial capital. At the 
same time, foreign investment in these sectors will help bridge financing needs and support 
transfer of improved technology and skills. Improving standards by developing the requisite 
quality infrastructure and sanitary/phytosanitary systems according to EU requirements and 
norms will be essential for entry into the more lucrative and stable EU market. 

Georgia is located along a strategic transit corridor connecting Europe and Asia. Georgia is 
strengthening connectivity to the global economy by developing the strategic East-West 
Highway corridor between the Black Sea ports and the Caspian Sea. This will provide direct 
access to around half of Georgia’s population and will allow Georgia to lower transit costs 
and become more competitive as an international transport route.  

Georgia’s energy sector has potential for transformational change, particularly through 
renewable energy exports. Over the last decade, the Government has transformed the 
energy sector, ensuring fast growth with improved efficiency. The government is pursuing 
two strategic objectives: ensure continued reliable domestic energy supply for firms and 
homes; and facilitate and bolster electricity production from hydropower plants to expand 
regional electricity trade. (US Department of State, 2015). 

2.5 Environment for business 

2.5.1 World Bank’s “Doing Business” report 

The World Bank’s annual “Doing Business” reports are aimed at shedding light on how easy 
or difficult it is for a local entrepreneur to open and run a small to medium-size business 
when complying with relevant regulations. “Doing Business” measures and tracks changes in 
regulations affecting areas in the life cycle of a business: starting a business, dealing with 
construction permits, getting electricity, registering property, getting credit, protecting minority 
investors, paying taxes, trading across borders, enforcing contracts and resolving insolvency. 
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Doing Business presents quantitative indicators on business regulations and the protection of 
property rights that can be compared across 189 economies. (World Bank, 2016). 

The World Bank notes that the Doing Business methodology has limitations: other areas 
important to business — such as an economy’s proximity to large markets, the quality of its 
infrastructure services (other than those related to trading across borders and getting 
electricity), the security of property from theft and looting, the transparency of government 
procurement, macroeconomic conditions or the underlying strength of institutions — are not 
directly studied by Doing Business. The indicators refer to a specific type of business, 
generally a local limited liability company operating in the largest business city. Because 
standard assumptions are used in the data collection, comparisons and benchmarks are 
valid across economies. The data not only highlight the extent of obstacles to doing 
business; they also help identify the source of those obstacles, supporting policy makers in 
designing regulatory reform. (World Bank, 2016). 

Georgia’s aggregate ranking for 2016 is 24th out of 189 economies (see Figure 1). Georgia 
has a better “distance to frontier” score than the regional average for Europe and Central 
Asia and a higher aggregate ranking than several comparable economies in the Europe and 
Central Asia region. 

The World Bank’s rankings and distance to frontier scores for each of the ten quantified 
indicators in the 2016 Doing Business report for Georgia are presented in Figure 2. Georgia 
ranks: in the top decile for registering property, starting a business, getting credit and 
enforcing contracts; in the second decile for protecting minority investors; in the third decile 
for paying taxes; in the fourth decile for getting electricity; in the fifth decile for trading across 
borders; and in the sixth decile for resolving insolvency. Georgia has less than 75% of the 
frontier score on only two indicators: resolving insolvency and protecting minority investors. 

Figure 1: Comparative ranking of Georgia on the ease of doing business 

Source: World Bank, 2016 
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Figure 2: Rankings and “distance to frontier“ scores on the World Bank’s “Doing Business“ topics for 
2016 

Source: World Bank, 2016 

While Georgia has done well on the Doing Business index, the Government has a pending 
reform agenda. This is mainly focused on the need for property and intellectual property 
rights protection and enforcement, improved land titling and collateral registration, 
establishment and enforcement of a competition framework aligned with international 
standards, and facilitating access of small and medium-sized enterprises to markets and 
information. (US Department of State, 2015). 

2.5.2 Other aspects of the business environment 

Corruption 

From 2004 Georgia took dramatic action to reduce petty corruption. The government’s anti-
corruption efforts resulted in the arrests of former officials, the radical downsizing of state 
bureaucracies, and effective crackdowns on smuggling. Consequently, state revenue 
collection increased by about 250 percent from 2004 to 2015. (US Department of State, 
2015). The government completely disbanded the notoriously corrupt traffic police in mid-
2004 and citizens’ service agencies have been reformed into Public Service Halls where 
citizens can efficiently obtain numerous government services in a single building. They are 
considered a showcase of Georgia’s successful reforms. 

Low-level corruption has mostly been eradicated: according to a 2015 Georgia Messenger 
poll, only 2% of the population reported that they had to pay a bribe in the previous year to 
receive a government service or decision. So-called “elite corruption” – what Transparency 
International (TI) describes as “the misuse of public power for private benefit” – remains a 
problem. In TI’s 2003 Corruption Index Georgia was in the 10th decile of countries (where 
the 10th decile is most corrupt). The 2009 index showed a substantial improvement, ranking 
in the 4th decile. The 2015 index showed a slight improvement but still in the 4th decile. 

The OECD’s 2013 report on corruption (OECD, 2013) credited Georgia's efforts from 2010-
2013 in implementing anti-corruption reforms, specifically for publishing an anti-corruption 
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strategy and action plan, ensuring the autonomy of criminal prosecutions, excluding the 
Minister of Justice from the prosecutorial hierarchy, and establishing a legislative framework 
for the system of internal audits in the public sector. However, the report suggested that 
reforms should continue in order to strengthen the Anti-Corruption Interagency Council and 
improve judicial integrity. 

Finance for small and medium-sized enterprises (SMEs) 

The SME sector represents nearly 96 percent of registered businesses and employs 42 
percent of the workforce, but accounted for only 17.7 percent of business turnover in 2013 
(US Department of State, 2015). Firms cite high interest rates, risk-averse lending policies 
with high collateral, and absence of venture capital as major constraints to growth. SMEs 
currently rely on own resources or on retained earnings for investment. Poor development of 
securities and capital markets, limited local currency and long-term financial instruments, and 
reliance on a fully publicly funded pension scheme, are hindrances to increasing the savings 
rate. The limited options of non-bank credit institutions and instruments, as well as weak 
financial skills and business illiteracy, hinder the financial access of micro and small firms. 
Georgia is the only country in ECA without an explicit statutory deposits insurance system, 
fundamental for enhancing trust in the financial sector and encouraging savings – a pre-
requisite for strengthening financial access. 

Skills, innovation and technology 

Development of new firms and export lines in high value added sectors is hampered by the 
lack of a skilled workforce, low R&D spending, and limited use of innovation and technology 
(US Department of State, 2015). There is need for diversified tertiary education and training, 
especially in the technical and vocational areas. The role of the private sector in shaping 
curricula and programmes and providing training needs to be strengthened to ensure the 
workforce has relevant skills. The Government needs to develop an institutional framework to 
facilitate innovation and scaling up of the most productive and innovative SMEs. Currently 
there is limited use of information and communications technology (ICT) in industry 
(Georgia’s ranking is 73rd out of 142 on the World Economic Forum’s Global Innovation 
Index) and there is a lack of understanding in the private sector of how ICT can make 
businesses internationally competitive (US Department of State, 2015). 

Openness to foreign investment 

The Georgia National Investment Agency (www.investingeorgia.org) is implementing an 
aggressive marketing campaign to encourage more foreign investors to come to Georgia. 
Legislation establishes favourable conditions for foreign investment, but not preferential 
treatment for foreign investors. The Law on Promotion and Guarantee of Investment Activity 
protects foreign investors from subsequent legislation that alters the condition of their 
investments for a period of ten years. Georgia has concluded agreements for avoidance of 
double taxation with 52 countries. Treaties have been negotiated but are awaiting ratification 
with three countries and treaties negotiations have started with a further 25 countries. 

Industrial Promotion 

In 2013 the government created the Georgian Co-Investment Fund (GCF) to promote foreign 
and domestic investments. GCF is a USD 6 billion (equal to approximately 38 percent of 
Georgia’s GDP) private investment fund, with the mandate to provide investors with unique 
access through a private equity structure to opportunities in Georgia’s fastest growing 
industries and sectors. The GCF, which was initiated by ex-prime minister Bidzina Ivanishvili, 
includes the international and domestic investment communities as Limited Partnerships 
(LPs), including sovereign wealth funds, major global corporations and private family offices 
from countries including United Arab Emirates, China, Azerbaijan, Turkey, and Kazakhstan. 
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Approximately 80 percent of the fund will be invested in Georgia and about 20 percent 
internationally. Priority areas are: energy; hospitality and real estate; agriculture and logistics 
and manufacturing. The following allocations were announced upon launch: 

 Energy – up to USD 3 billion 

 Hospitality and Real Estate – up to USD 1 billion 

 Agriculture and Logistics – up to USD 0.5 billion 

 Manufacturing – up to USD 1.5 billion 

 Other – up to USD 0.5 billion 

GCF's minimum internal rate of return (IRR) threshold for investment in projects is 17 percent 
and it intends to invest 25 – 75 percent of the total equity investment, with a minimum 
investment of USD 5m. GCF is expected to retain its ownership interest in the portfolio 
companies for up to seven years, extendable to a maximum of nine. During that period the 
Fund will exit from its investments by selling its ownership interest through different ways: 

 Sale to existing co-owners or partners of the project; 

 Sale to external third parties; 

 IPO on local and international stock exchanges. 

More information about GCF can be found on its website: http://www.gcfund.ge  

In 2014, the government initiated the state programme “Produce in Georgia”. The 
programme aims to develop and support entrepreneurship, encourage creation of new 
enterprises and increase export potential and investment in the country. The programme is 
coordinated by the Ministry of Economy and Sustainable Development of Georgia through its 
Entrepreneurship Development Agency, National Agency of State Property, and Technology 
and Innovation Agency of Georgia. The project provides the following support: 

 Access to finance 

 Access to real property 

 Technical assistance 

More information can be found on the Produce in Georgia website: http://www.qartuli.ge   

Repatriation of earnings 

Georgian law guarantees the right of an investor to convert and repatriate income after 
payment of all required taxes. The investor is also entitled to convert and repatriate any 
compensation received for expropriated property. Georgia has accepted the obligations of 
Article VIII, Sections 2, 3, and 4 of the IMF Articles of Agreement, effective as of December 
20, 1996, undertaking to refrain from imposing restrictions on payments and transfers for 
current international transactions and from engaging in discriminatory currency arrangements 
or multiple currency practices without IMF approval. By accepting the obligations of Article 
VIII, Georgia indicates to the international community that it will pursue sound economic 
policies that will obviate the need to use restrictions on the making of payments and transfers 
for current international transactions. Parliament’s 2011 adoption of the Act of Economic 
Freedom further reinforced this provision. (US Department of State, 2015). 

Expropriation and Compensation 

The Georgian Constitution protects property ownership rights, including ownership, 
acquisition, disposal, and inheritance of property. Foreign citizens living in Georgia possess 
rights and obligations equal to those of Georgia citizens. The Law of Procedures for 
Forfeiture of Property for Public Needs establishes the rules for expropriation. When the 
Georgian government uses its eminent domain powers to acquire property it is done for 

http://www.gcfund.ge/
http://www.qartuli.ge/
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certain enumerated public needs, with adequate and fair compensation to the property 
owners. Recourse to the courts is available if necessary. (US Department of State, 2015). 

The Georgian Law on Investment allows expropriation of foreign investments only with 
appropriate compensation. Recent amendments to the Law on Procedures for Forfeiture of 
Property for Public Needs allow payment of compensation with property of equal value as 
well as money. Compensation includes all expenses associated with the valuation and 
delivery of expropriated property. Compensation must be paid without delay and must 
include both the value of the expropriated property as well as the loss suffered by the foreign 
investor as a result of expropriation. The foreign investor has a right to seek review of an 
expropriation in a Georgian court. In 2007, Parliament passed a law generally prohibiting the 
government from contesting the privatization of real estate sold by the government before 
August 2007. The law is not applicable, however, to certain enumerated properties. While 
expropriation disputes in Georgia are not common, some reputable NGOs claim that the 
creation of tourist zones by the previous government involved illegal revocation of historic 
ownership rights in Svaneti, Anaklia, Gonio, and Black Sea-adjacent territories. There were 
also allegations that the previous government improperly used eminent domain to seize 
property in Tbilisi at unfairly low prices during the Tbilisi Railway Bypass Project. (US 
Department of State, 2015). 

Investment Disputes 

Georgian investment law allows disputes between a foreign investor and a government body 
to be resolved in Georgian courts or at the International Centre for the Settlement of 
Investment Disputes (ICSID), unless a different method of dispute settlement is agreed upon 
between the parties. If the dispute cannot be heard at ICSID, the foreign investor can submit 
the dispute to ad-hoc international arbitration under United Nations Commission for 
International Trade Law (UNCITRAL model law) rules. 

Georgia is a signatory to the convention on the Recognition and Enforcement of Foreign 
Arbitration Awards (1958 New York Convention). The Ministry of Justice oversees the 
government’s interests in arbitrations between the state and private investors. 

Disputes over property rights have at times undermined confidence in the impartiality of the 
Georgian judicial system and rule of law, and by extension, Georgia’s investment climate. 
The government identified judicial reform as one of its top priorities and Parliament has 
passed reforms aimed at strengthening judicial independence. (US Department of State, 
2015). In May 2013, parliament reorganized the High Council of Justice, the institution 
charged with overseeing the administration of the judiciary, to make it more independent and 
free from political considerations. 

International Arbitration 

In 2009, Georgia's Parliament passed their arbitration law, which went into force on January 
1, 2010. Georgia is among the list of countries which have enacted legislation based on the 
UNCITRAL Model Law. 

Georgian has signed bilateral investments treaties (BIT) with over 30 countries. 

Since 1992, Georgia is a member of the International Centre for Settlement of Investment 
Disputes (ICSID Convention) and a signatory to the convention on the Recognition and 
Enforcement of Foreign Arbitral Awards (1958 New York Convention) 

As a result of these international obligations, Georgia is bound to accept international 
arbitration and recognize arbitral awards. The Ministry of Justice oversees the government’s 
interests in arbitrations between the state and private investors. 
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Right to Private Ownership and Establishment 

Foreign and domestic private entities may freely establish, acquire, and dispose of interests 
in companies and business enterprises, and engage in all forms of remunerative activity. 
Some specific laws regulate business activity in the banking, agribusiness, energy, transport, 
and tourism sectors. To the extent that public enterprises compete with private enterprises, 
they do so on equal terms. (US Department of State, 2015). 

Protection of Real Property Rights 

Secured interests in both real and personal property are recognized and recorded. However, 
deficiencies in the operation of the court system can hamper investors from realizing their 
rights in property offered as security. In the past, foreign investors' interests have sometimes 
been harmed by biased court proceedings and by legislation and decrees that clearly 
favoured a Georgian entity or partner involved in the enterprise. Additionally, some observers 
believe economic regulations were inconsistently enforced under the previous government 
based on the company’s relationship with the government. (US Department of State, 2015). 

The government has developed an electronic registry system for recording land titles and is 
cooperating with international donors to improve land cadastre in order to promote 
development of Georgia’s land market. 

Protection of Intellectual Property Rights 

Georgia acceded to the World Trade Organization (WTO) and the Trade-Related Aspects of 
Intellectual Property Rights (TRIPS) agreement in 2000. The Ministry of Economy and 
Sustainable Development is responsible for WTO compliance. In 2004, the Georgian 
Parliament ratified the Rome Convention for Protection of the Rights of Performers, 
Producers of Phonograms and Broadcasting Organization, and the Lisbon Agreement on 
Denomination of Origin. In 2005, Georgia joined the World Intellectual Property 
Organization's (WIPO's) International Convention for the Protection of New Varieties of 
Plants. Georgia is a party to the Bern Convention, a member of two WIPO digital treaties – 
the Copyright Treaty and the Performance and Phonograms Treaty-- The Hague Agreement, 
and the Budapest Treaty Concerning the International Recognition of the Deposit of 
Microorganisms for the Purpose of Patent Procedures. 

Six laws regulate intellectual property rights (IPR) in Georgia: the Law on Patents, Law on 
Trademarks, Law on Copyrights and Neighbouring Rights, Law on Appellation of Origin and 
Geographic Indication of Goods, Law on Topographies of Integrated Circuits, and Law on IP- 
Related Border Measures. Georgian law now provides retroactive protection for works of 
literature, art, science, and sound recordings for 50 years. 

Georgia has aligned its intellectual property legislation with international standards, but 
enforcement remains weak as judges and lawyers lack sufficient knowledge of IPR laws and 
IPR issues. Pirated video and audio recordings, electronic games, and computer software 
are freely sold in Georgia. Internet service providers host websites loaded with unlicensed 
content free for users to download or stream. (US Department of State, 2015). 

Transparency of the Regulatory System 

The Georgian government has committed to greater transparency and simplicity of 
regulation. The government publishes laws and regulations in Georgian in the official 
gazette, the Legislative Messenger. Since 2004, the government has reduced the number of 
taxes from 22 to 6. (US Department of State, 2015). 

In 2010, the Georgian Parliament passed a new Tax Code aimed at increasing transparency 
in both policy and implementation. The Revenue Service began implementing the Code in 
early 2011. The Code introduced several new concepts into Georgian tax law including 



16 

giving the Ministry of Finance the authority to issue legally binding advance rulings to 
companies on tax questions. Additionally, the Revenue Service will now consider the intent 
of a company when a tax mistake is made, and if the mistake is deemed to have been 
innocent, fines can be reduced or waived. The new Tax Code also includes tax benefits for 
small and micro-businesses.  

In 2011, the Revenue Service took further steps to ease relations with businesses, including 
introducing a programme of alternative audits, to allow companies to choose to outsource 
their tax inspection to private auditing companies, allowing declaration of technical losses, 
and regulating the process of writing down fuel expenses. The government plans to phase 
out the alternative audit programme over the next few years, as the Revenue Service 
develops sufficient capacity to conduct all audits itself. (US Department of State, 2015). 

The new Tax Code established the Office of the Business Ombudsman as an independent 
body accountable to the Prime Minister. It is authorized to investigate complaints filed by 
taxpayers with his office. 

International accounting standards became binding for joint stock companies in Georgia as 
of January 1, 2000. For other institutions, such as banks, insurance companies and 
companies operating in the field of insurance, as well as limited liability companies, limited 
partnerships, joint liability companies, and cooperatives, the standards became binding on 
January 1, 2001. Private companies are required to perform accounting and financial 
reporting in accordance with international accounting standards. Sole entrepreneurs, small 
businesses, and non-commercial legal entities perform accounting and financial reporting 
according to simplified interim standards approved by the Parliamentary Accounting 
Commission. Despite the legal requirement, the conversion to international accounting 
standards is going slowly, in part because in the past, many businesses operated in the 
shadow economy or maintained two sets of books. Qualified accounting personnel are also 
in short supply. The previous government abolished anti-monopoly service in the country, 
which resulted in dominant positions for certain companies, especially in pharmaceutical, 
petroleum, and other sectors. (US Department of State, 2015). 

Efficient Capital Markets and Portfolio Investment 

Banking is one of the fastest growing sectors in the Georgian economy. As of January 2015, 
19 commercial banks were registered in Georgia with total assets around USD 12 billion. 
Credit from commercial banks is available to foreign investors as well as domestic clients, 
although interest rates are high. (US Department of State, 2015). 

The International Finance Corporation (IFC), European Bank for Reconstruction and 
Development (EBRD), U.S. Overseas Private Investment Corporation (OPIC), Millennium 
Challenge Corporation (MCC), Asian Development Bank (ADB), and other international 
development agencies have a variety of lending programmes that make credit available to 
large and small businesses in Georgia. In the beginning of 2015 there were up to 70 
microfinance organizations operating in Georgia, with total assets of around 650 MUSD, 
making small credit available to businesses. (US Department of State, 2015). 

Money and Banking System 

Georgian banks remained solvent during the global credit crisis largely due to the central 
bank- mandated 13 percent capital reserve requirement and conservative lending practices. 
The National Bank of Georgia (NBG) – Georgia’s central bank - relaxed the capital reserve 
requirement to five percent in the aftermath of the 2008 Russo-Georgian war and in 
response to the global credit crisis to try to inject liquidity into the market and spur new 
lending. (US Department of State, 2015). In order to promote development of the interbank 
money market and restore the relationship between interest rates, the NBG increased the 
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reserve requirements for GEL-denominated funds to 10 percent starting from April 2010. 
Legislation entering into force in January-February 2011 gradually increased reserve 
requirements for foreign liabilities from 5 to 15 percent. 

Securities market 

The NBG regulates the securities market. All market participants submit their reports in line 
with international standards, bringing market participants closer to international investors and 
partners. All listed companies must make public filings, which are then uploaded on the 
NBG’s website, allowing users to evaluate a company’s financial standing. The Georgian 
securities market includes the following licensed participants: a Stock Exchange, a Central 
Securities Depository, nine brokerage companies, and six registrars. 

The Georgian Stock Exchange (GSE) is the only organized securities market in Georgia. It 
complies with global best practices in securities trading and offers an efficient investment 
facility to both local and foreign investors. As of March 1, 2015, 128 companies were traded 
on the GSE, with total market capitalization of 945 MUSD. (US Department of State, 2015). 

Bilateral trade and investment agreements 

On June 27, 2014, Georgia signed an Association Agreement (AA) and Deep and 
Comprehensive Free Trade Agreement (DCFTA) with the European Union. A free trade 
agreement is in force with the Commonwealth of Independent States and others exist 
bilaterally with Ukraine, Russia (though trade is restricted by the Russian Government), 
Kazakhstan, Azerbaijan, Armenia, Moldova, Turkmenistan, and Turkey. 

Georgia has bilateral agreements on investment promotion and mutual protection with 32 
countries, including the United States, Armenia, Austria, Azerbaijan, Belgium, Bulgaria, 
China, Czech Republic, Estonia, Egypt, Finland, France, Germany, Greece, Iran, Israel, Italy, 
Kazakhstan, Kyrgyzstan, Kuwait, Latvia, Lithuania, Luxemburg, Moldova, Netherlands, 
Romania, Sweden, Turkey, Turkmenistan, Uzbekistan, the United Kingdom, and Ukraine. 

Labour resources 

Georgia offers skilled and unskilled labour at attractive costs compared not only to Western 
European standards, but also to Eastern European ones. While some of the best-qualified 
professionals and technicians emigrated from Georgia after the Soviet Union's collapse 
(mostly to Russia, the United States, and Europe), many have remained in the country or 
returned from abroad and are attempting to find a new role in Georgia’s market economy. 
However, skilled labour availability in the engineering fields remains underdeveloped. (US 
Department of State, 2015). 

Employment law 

In 2013, in response to multiple complaints from domestic and international organizations, 
the Parliament adopted a number of amendments to the Labour Code, which included 
regulations on the termination of employment contracts and mass dismissal, and increased 
the role of the state in the collective dispute resolution process. Grounds for termination of 
employment relations were further elaborated: the Code defines severance pay for an 
employee at the time of termination of a labour relation and its payment term. An employer is 
obliged to give compensation of not less than a month’s salary to an employee within thirty 
(30) days. According to the amendments, an employer is obliged to give to the dismissed 
employee a written description of the grounds for termination within 7 days after an employee 
requests it. The Labour Code also prescribes rules for paying overtime labour (over 41 
hours), which must be paid at an increased hourly rate. (US Department of State, 2015). 
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The amended Labour Code now specifies the essential terms for employment contracts. 
These terms include: the starting date and the duration of employment, working hours and 
holiday time, location of workplace, position and type of work, amount of salary and its 
payment, overtime work and its payment, duration of a paid and unpaid vacation and leave, 
and rules for granting leave. Employees are entitled to up to 183 days (six months) of paid 
maternity leave which can be up to 24 months when combined with unpaid leave. Leave 
taken for pregnancy, childbirth, childcare, and adoption of a new-born are subsidized by the 
state. An employer and employee may agree on additional compensation. Under the Labour 
Code, a contract of employment may bar an employee from using the knowledge and 
qualifications obtained while performing his duties with another employer. This provision may 
remain in force even after the termination of labour relations. (US Department of State, 
2015). 

Employers are not required to pay social security contributions for employees. The former 
12% income tax paid by employees and 20% social security tax paid by employers on their 
employees' wages was merged into a unified personal income tax at the rate of 20% in 2009, 
shifting the employer's tax burden to the employee. Legislation on the official minimum wage 
in the private sector has not changed since the early 1990s and stands at 20 GEL (USD 10) 
per month, but is not applied in practice and is not being used for reference. (US Department 
of State, 2015). 

Free industrial zones 

In June 2007, the Parliament of Georgia adopted the Law on Free Industrial Zones, which 
defined the form and function of free industrial/economic zones. Financial operations in such 
zones may be performed in any currency. Foreign companies operating in free industrial 
zones are exempt from taxes on profit, property, and VAT. UAE-based RAK Investment 
Authority (Rakia) purchased LLC Poti Sea Port in 2008 and began development of a free 
industrial zone on 300 hectares of land adjacent to the port. In 2011, Rakia sold 80 percent 
of the Port to APM Terminals, based in the Netherlands and part of the Danish A.P. Moller-
Maersk group, but maintains 100 percent ownership in Poti Free Industrial Zone, the first of 
its kind in Georgia and the whole Caucasus region. Georgia’s second free industrial zone is a 
27-hectare plot in Kutaisi, where the Egyptian company Fresh Electric constructed a kitchen 
appliances factory in 2009 (US Department of State, 2015). 
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3. Georgia’s forests 

3.1 Extent and composition 

Georgia has approximately 2.8 million hectares of forest, constituting about 40% of the 
country’s land area. 1.9 million hectares are under the National Forestry Agency (NFA), 
521,000 hectares under the Agency for Protected Areas, 153,000 hectares under the 
Forestry Department of the Autonomous Republic of Adjara. 369,000 hectares are in the 
Autonomous Republic of Abkhazia and out of the control of the Government of Georgia. The 
volume of wood standing in the forest was reported in 2015 to be about 454 Mm3 and the 
annual increment around 4 Mm3 (Torchinava, 2015). These data are not precise: 85% of 
Georgia’s forests have not been inventoried for more than 15 years and 60% for more than 
20 years. A high proportion of logging during the last 25 years has been carried out without 
proper authorization or without any authorization at all and has not been officially recorded. 
Regarding species composition, according to a 2002 report (Metreveli, 2002) (no better 
statistics have been produced since then), Fagus spp. occupy 48.5% of the forest area, 
Quercus spp. - 10.2%, Abies spp. - 8.4%, Carpinus spp. - 6.6%, Picea spp. - 5.8%, Pinus 
spp. 4.7%, Alnus spp. - 3,2%, Castanea sativa - 2.5%, other species - 10.1%. 

3.2 Values 

The focus of the Wood Market Study is wood, and the volume and value of wood removals is 
addressed in section 5 of this report. Wood is only one of many monetizable values of 
Georgia’s forests: a “total economic value” (TEV) study carried out in 2000 (Arin and Siri, 
2000) estimated that wood accounted for about 50% of total value (Table 3). 

Table 3: Monetary values of forests (MUSD) 

FOREST BENEFIT ANNUAL NET VALUE 

Direct use  

Timber 12.00 

Mushrooms 1.50 

Nuts 0.58 

Berries and wild fruits 1.95 

Medicinal plants 0.08 

Seeds 0.44 

Forage 3.75 

Hunting and fishing 2.10 

Tourism and recreation 2.25 

Total 24.75 

Carbon sequestration and watershed protection – the latter increasingly important for 
Georgia’s rapidly expanding hydropower sector - add substantially to the TEV estimated in 
2000; both of them, potentially, are monetizable. 
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Of all of Georgia’s biomes the forest biome is the most important for biodiversity (Caucasus 
Biodiversity Council, 2012). 17.4% of the country’s forests are protected as strict nature 
reserve, national park or other category of protected area. Forests outside protected areas 
have important biodiversity conservation functions that are difficult to monetize (except 
indirectly through, for example, eco-tourism) but which must not be ignored. 

3.3 Potential sustainable wood removals 

The lack of data makes it impossible to make an accurate estimate even of the total volume 
of sustainable wood removals; to attempt projections of volumes by species and assortments 
would be pointless and the figures produced by such an exercise potentially misleading. 
Apart from the lack of inventory data there are no reliable estimates of annual increment per 
hectare for any species, yield tables have not been made for Georgian forest stand types, 
and there is no information about the age class distribution of Georgia’s forests (which is 
almost certainly weighted towards the younger age classes, necessitating an extension of 
the rotations of already mature and semi-mature stands in order gradually to return the forest 
fund to a normal age distribution).  

Some estimates of potential sustainable removals have been made taking old inventory data 
and management plans as a basis and applying expert knowledge and judgement as to how 
the forest in a particular forest district has been used and has developed: 

 In 2013, for the purpose of preparing its institutional development strategy, the NFA 
estimated sustainable wood removals to be 1,090,000 m³/year for Georgia excluding 
Abkhazia AR; 

 The NFA reported to Forest Europe in 2015 that the gross annual increment in the 
exploitable forests is 0.94 Mm³/year. The annual allowable cut (AAC) should not be higher 
than the net increment, which is lower than the gross increment. 

 In 2016, for a study of potential fuelwood supply, the NFA estimated sustainable removals 
from main cuts on NFA-managed territories to be 288,000 m³, of which fuel wood - 
128,500 m³ and industrial roundwood - 158,000 m³. 

GFA has also made an estimate for the purpose of this study: assuming that unsustainable 
logging has been running for the last 25 years at the levels estimated in Section 5 and 
applying them to the 1990 growing stock volume in production forest together with a realistic 
figure for annual increment, we get a maximum volume of sustainable wood removals of 
600,000 m³ a year for Georgia excluding Abkhazia AR. 

The above estimates differ widely, which fact serves to reinforce the point that it is not 
sensible or appropriate to make projections, and certainly not to base policy on any 
projections, until Georgia’s forests have been re-inventoried. 

3.4 History of governance and use 

3.4.1 Under Tsarist Russia 

After Tsarist Russia’s annexation of the country in 1801, according to one account (Metreveli, 
2002), forests were used in an uncontrolled manner with no consideration for regeneration. 
However, the small size of the population relative to size of the forest area (at that time 
country was 60-65% forested) helped to mitigate the damage. Trading in wood developed 
during the 1830s with large quantities, mainly species oak, walnut, chestnut and box wood, 
exported to Turkey, Egypt, France and other countries; the domestic trade was still small. 
Properly planned management was first implemented in the forests around Borjomi where 
the first forest inventory was carried out in 1854.  
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In the 19th century the forests belonged to the state, private landowners, churches and 
monasteries and also to villages (which typically belonged to individual families, but were in 
common use). During the 1864-1871 period, peasant reform was carried out, freeing the 
serfs, but still protecting feudal interests. According to the rules of the time, peasants were 
entitled to buy forest lands (which proved very difficult as most had little resources to buy 
forest or agricultural land). For this reason, few peasants became forest owners. (Metreveli, 
2002). 

3.4.2 Under Communist Russia and the Soviet Union 

After the annexation of Georgia by communist Russia in 1921, all forests were declared to be 
state property, and planned forest management, including forest inventory, protection and 
reforestation, was started. The Agriculture Public Commissariat was put in charge of the 
forests. In 1923 forests were divided by law into two groups: general state forest and local 
forests. In the same year, resort forests were handed over to the Health Care Public 
Commissariat. In 1928 the Georgian Public Commission’s Council declared eleven forest 
districts state parks, many of which are still functioning. (Metreveli, 2002). 

In the first decades of the Soviet Union the pressure on Georgia’s forest resource increased 
rapidly. In the period of collectivisation, a large area of lowland forest was felled and the land 
taken over by tea, citrus, grape, and collective farms. The timber processing industry 
developed markedly from 1926-27. Under the Soviet Union regulations of 1931 forests were 
divided into industrial and cultural zones. All of Georgia’s forests, with the exception of the 
resort forests, were classed as industrial forests and transferred to the Forest Industry Public 
Commissariat. The purpose of industrial forests was to supply industry with wood. Timber 
consumption was high, but transportation difficult, so logging was concentrated in areas 
which were easy to reach. A large proportion of the healthy productive trees was cut for 
industrial use, cutting rules were not observed and unsuitable selective cutting was practiced; 
as a result, forest condition deteriorated considerably. In 1939 the Enguri pulp and paper 
plant started its operations. During the third 5-year plan period (1938-42) extensive timber 
cutting started in Svaneti, Racha, Lechkhumi, Adjara (and many other areas with previously 
virgin forests). During World War II wood deliveries from the rest of the Soviet Union were 
stopped and the burden increased on Georgia’s forests. (Metreveli, 2002). 

In 1943 the Soviet Union government adopted a policy to divide state forests into groups and 
categories. Almost all (97.4%) of Georgia’s forests were classified as belonging to group I. In 
these forests, soil protection, watershed protection, climate control and aesthetic values were 
the main priorities and final harvest was not permitted. The remaining 2.6% were classified 
as group II, (so-called productive-protective forests). These were all lowland forests, where 
wood production was a focus but where for environmental protection reasons, there were 
clear restrictions on what could be done. This decision could have contributed greatly to the 
improvement of the situation in the forests of Georgia, but special regulations from the Soviet 
Union government still allowed for harvesting in the group I forests. The harvest of final cuts 
was from 1.6-2.0 Mm³ per year up to 1965 when the harvest in the class I forests was 
stopped upon insistent requests from the local government of Georgia. (Metreveli, 2002). 

In 1967, new rules for logging were developed for Georgia to curtail the obvious damage to 
the forest conditions in the country. The planned harvest was reduced to 535,000 m³ and this 
was later lowered to 200,000 m³. While the cutting volumes from final harvests decreased, 
the volume from intermediate cuts increased. The volume of sanitation cutting went from 
169,000 m³ in 1971 to 460,000 m³ in 1985. (Metreveli, 2002). Annual wood removals during 
the period 1970-1980 fell by 40% from the level of 1961. Removals fell further during the 
1980s to a level of about 30% of what was extracted during the 1960s. (Metreveli, 2002). 
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3.4.3 Since regaining independence 

After Georgia regained its independence in 1991 and following the break-up of the Soviet 
Union, wood imports from Russia – accounting for 85% of pre-independence consumption – 
were stopped. Georgian enterprises were suddenly confronted by world market prices for 
raw materials that were considerably higher than the artificially low prices in the Soviet 
Union. At the same time there was a sharp reduction in imports of the fossil fuels used by 
thermal power stations, centralised heating stations, and for home heating and cooking. 
People turned to forests as a source of fuel and for industrial wood to supply their 
enterprises, or enterprises in other countries, aided and abetted by rent-seeking officials. 
Official statistics show a decline in wood removals from pre-independence levels through the 
1990s; however, the real picture is very different.  

The transition to a market economy revealed many weaknesses in the forestry branch which 
made it necessary to carry out urgent reforms to start economically, ecologically and socially 
acceptable forest management. In 1995 and 1997 some changes were made in the Soviet 
Forest Code, which was still applied in Georgia, to regulate the use of the State forest fund. 
A new Forest Code adopted in 1999 laid the foundations for institutional and policy reforms in 
the sector, and established the legal basis for the organization, management and financing of 
Georgia’s forests and forest institutions. It set the framework for a reorientation of the forestry 
sector from central planning to more market orientation. As one of the most important 
changes, the new code introduced the possibility to dedicate long-term user rights to the 
public or private bodies while land was still the property of the state.  

The new Forest Code and a formal commitment by the country’s president to undertake 
reforms provided the basis for an intervention by the World Bank. The Forest Sector 
Development Project (2003-2008) financed by a 15 MUSD loan offered prospects for a better 
organized, better financed and economically more productive forest sector; however, a 
change of direction by the post-Rose Revolution government led to the project being 
cancelled. In 2004 the State Forest Department - under the President’s administration - was 
downgraded to a department of the Ministry of Environment and Natural Resources 
Protection (MoENRP). Later the department was transferred to the Ministry of Energy and 
Natural Resources as a department of the Natural Resources Management Agency - another 
downgrade.  

The introduction of long term wood harvesting licenses in 2006 brought private sector 
investment into logging and processing, but also led to concerns about the impact of license-
holders’ operations on forest biodiversity and watershed protection functions and restrictions 
on rural households’ access to forest resources. Those concerns have been justified by the 
findings of a recent report by the State Audit Service (State Audit Service of Georgia, 2016). 
No new licenses have been issued since 2011. The first phase of GIZ’s Sustainable 
Management of Biodiversity - South Caucasus Programme offered technical assistance to 
the MoENRP but withdrew due to the government’s lack of commitment. Several attempts 
prior to 2013 at elaborating a national forest policy and new primary law on forests failed. 

In the last few years, significant steps have been taken. In May 2013 the forests portfolio was 
transferred back to the MoENRP; the National Forestry Agency (NFA) was established as a 
legal entity of public law and a new Forest Policy Service (FPS) was created (at the same 
time the Environment Protection Inspectorate was re-established as the Department for 
Environment Supervision). In December 2013 the Parliament of Georgia adopted the 
National Forest Concept - Georgia’s first national forest policy – which was developed with 
strong stakeholder participation. The MoENRP and the wider forestry sector once again has 
substantial support from the donor community, including from the Government of Germany 
through GIZ, the EU European Neighbourhood Initiative’s Forest Law Enforcement, 
Governance and Trade project and Austrian Development Cooperation. A forest sector 
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reform strategy and action plan to establish the legal framework and capacitate institutions to 
achieve the objectives of the National Forest Concept are in preparation. A new primary law 
– Forest Code – is in the final stages of preparation and work has started on drafting new 
secondary legislation. However, this is only a beginning and much remains to be done: wood 
removals are far above sustainable levels and additional human and technical capacity and 
financial resources are needed to protect forests from illegal use logging and grazing, to 
ensure that the impacts of logging are kept as low as reasonably practical, to restore 
degraded forest territories, and to ensure that tending operations are carried out at the 
appropriate time.  
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4. Legal framework 

4.1 Overview of relevant legislation 

GFA examined 13 legal acts that in some way govern or regulate logging and the placing of 
wood on the market to identify provisions that place unnecessary restrictions on the wood 
market: 

LEGAL ACT RELEVANCE 

National Forest Concept. Adopted by 

Resolution N1742-Iს of the Parliament of 

Georgia, 11 December 2013. 

The Concept is in effect Georgia’s forestry 
policy. It sets out principles to guide forest 

management, objectives, including 
regarding logging and industry, and actions 

to achieve those objectives. 

Forest Code. Adopted 22 June 1999. No. 

2124-IIს (as amended). 

The Forest Code is the primary law 
governing forest use. It defines the types of 

use that may be conducted (they include 
extraction of wood), establishes a general 

system of rights and responsibilities, 
establishes general rules of use (the rules 

include the types of felling that may be 
conducted and restrictions as to where 
felling may be conducted), and assigns 

management of state-owned forests to the 
NFA (in Adjara AR the AFA) and APA. 

Law on the management of the forest fund. 
Adopted 6 July 2010. No. 3345 (as 
amended). 

Defines the legal status, functions and 
powers of the NFA and regulates certain 
aspects of management of state forests, 

including the granting of rights to use 
forests, that are under the NFA’s jurisdiction. 

Rules of forest inventory, planning and 
monitoring. Approved by Resolution 179 
of the Government of Georgia, 17 July 
2013 (as amended). 

Establishes rules for conducting forest 
inventory, elaborating management plans 
and for monitoring forest management. 

Rules of Forest Tending and Restoration. 
Approved by Resolution of the 
Government of Georgia, No. 241, 13 
August 2010 (as amended). 

Defines and establishes rules for carrying 
out tending fellings. 

Rule of forest use. Approved by 
Resolution 242 of the Government of 
Georgia, 20 August 2010 (as amended). 

Establishes detailed rules for granting rights 
to use forests, including for logging. 

Regulates resource use fees for wood. 
Regulates the marking of felling areas. 

Establishes rules for social cuts (felling in 
the framework of the social wood 

programme). Establishes rules for different 
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types of “main cuts” (i.e. not including 
tending felling and thinning, which are 

addressed by the Rules of Forest Tending 
and Restoration”). Establishes general rules 

for auctioning wood logged by the NFA. 
Defines the services that the NFA shall 

provide and the fees that shall be charged 
for them. 

Law on Red Book and Red List. Adopted 6 

June 2003. №2356–IIს (as amended). 

Establishes the legal basis for creating 
Georgia’s “red list” of species, which the 

Forest Code, the Rules on Forest Use and 
other secondary legislation refer to as a 

restriction or factor to be considered during 
planning and use. 

On the rule of transport of roundwood 
(logs) on the territory of Georgia and 
technical requirements for primary-
processing-of-roundwood (logs) objects 
(sawmills). Adopted by Resolution of the 
Government of Georgia No. 46, 10 January 
2014 (as amended). 

Establishes a system of wood origin 
certificates and plastic identification tags for 
individual logs and rules for their issuance 

and control. 

Law on Licences and Permits. Adopted 24 

June 2005, №1775-რს (as amended) 

Defines those operations and objects of use 
that are subject to licencing or permitting 
(they include long term use of forests for 

logging). 

The Rule and Terms of issuing of Forest 
Utilization licenses. Approved by 
Resolution No. 132 of the Government of 
Georgia, August 11, 2005 (as amended). 

Establishes rules and procedures for issuing 
forest use licences. 

Law of Georgia “On Fees for Use of 
Natural Resources”, December 29, 2004 
(as amended). 

Establishes the fees to be paid for wood 
(and other natural resources). 

Civil Code of Georgia. Adopted 15 

December 1984. No. 161–Xს (as amended). 

Regulates the powers that may be granted 
to legal bodies of public law (the NFA is one 

such body). 

Statute of the National Forestry Agency. 
Approved by the Order of the Minister of 
Environment and Natural Resources 
Protection No. 25, 10 May 2013 (as 
amended). 

Defines in more detail than the above-
described Law on the Management of the 

Forest Fund the functions and powers of the 
NFA and defines the NFA’s structure. 
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4.2 Forest policy priorities 

The National Forestry Concept (NFC) is Georgia’s de-facto forestry policy. The stated goal of 
the NFC is “to establish a system of sustainable forest management that will ensure: 
improvement of quantitative and qualitative characteristics of Georgia’s forests, protection of 
biological diversity, effective use of the economic potential of forests taking into account their 
ecological values, public participation in forest management and fair distribution of derived 
benefits”. 

The NFC establishes five “guiding principles”. Four of them are non-contestable11 but the 
fifth – the principle that “all forests are local” - introduces conflicts into policy. The principle 
states (among other things) that “priority shall be given to meeting the due requirements of 
the local population” and that “everybody’s principally free access to forests for non-
commercial purposes shall be ensured, regardless of the form of forest ownership (state, 
communal, private)”. This principle is inconsistent with a number of the NFC’s aims and 
actions, in particular: “forests shall be managed in such a way that ensures … maximum 
benefits to society derived from these functions”; “a precondition for sustainable forest use is 
the planning and implementation of multipurpose and efficient forest use, including timber 
and non-timber forest resources, tourism and recreation, hunting and fishing, use of forest 
lands for agricultural purposes”; “increase the contribution of timber harvesting and wood 
processing to the national economy, taking into account environmental loads and social 
demands …”; “prepare an action programme to increase the contribution from wood 
processing to the national economy”. If the principle was strictly applied, there would be no 
resources available for wood processing. 

4.3 Social wood programme 

The NFC principle of giving priority to meeting the requirements of the local population is 
reflected in the current Forest Code and Rules of Forest Use, which place considerable 
emphasis on the rules and procedures for assigning wood for fuel and construction to poor 
rural households and public institutions such as schools. Recipients of wood under the social 
programme do not pay the fee for marking the cutting area and pay a natural resource use 
fee that is lower than the standard fee for the category of tree that is actually assigned. The 
financial loss from the reduced resource use fee is compounded by the fact that a substantial 
proportion of trees assigned for fuel wood is suitable to be used as industrial wood. In 2015 
about 600,000 m3 of wood was assigned under the social programme. The financial loss 
arising from the programme is discussed in Section 6. The draft new Forest Code provides 
for wood to be allocated to needy households until the end of 2018. If the new Forest Code is 
adopted in its present form, in the future all consumers of fuel wood will have to pay market 
prices, which will be substantially higher than the subsidised price. The market price will be 
higher still if the government is successful in stopping illegal logging, which will reduce the 
amount of fuel wood on the market by a very large amount. 

4.4 Authority to arrange logging and the placing of wood on the market 

The emphasis on providing wood under the social programme is also reflected in the way 
that authority to arrange logging and to place wood on the market is distributed. This point is 
illustrated in Figure 3. The NFA and AFA do not have authority to arrange main cuts; only 
licence holders have that authority. The NFA and AFA have authority to arrange only tending 
cuts, special cuts, and social cuts (which are carried out in accordance with the rules of main 
                                                

11 The four non-contestable principles are: (i) forests shall be managed sustainably (the National Forest Concept uses the Forest Europe 
definition of sustainable forest management); (ii) the so-called precautionary principle; (iii) the functions of policy, management and 
supervision shall be separated; (iv) forestry is an integral part of the sustainable development of the country. 
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cuts and tending cuts). Thus the powers of the NFA and AFA to generate income from 
logging are substantially restricted. 

Figure 3: Authority to arrange different types of cut 

The NFA’s authority to engage in commercial activity generally appears to be restricted by 
the Civil Code. Article 24 of the Civil Code establishes that a legal person whose purpose is 
entrepreneurial (commercial) activity shall be created according to the Law of Georgia on 
Entrepreneurs and that a legal person whose purpose is non-entrepreneurial activity shall be 
registered according to the procedures contained in the Civil Code. This provision is 
interpreted by the MoENRP as to disallow the NFA from carrying out profit-making activities 
such as main cuts (though the NFA’s power to carry out tending cuts, which may be 
profitable in some cases, is not contested). The MoENRP’s interpretation is debatable: 
Article 25 of the Civil Code appears to provide that the NFA, as a legal entity of public law, 
may engage in entrepreneurial activities of an auxiliary nature that serve to achieve the 
objectives of the NFA. It can be argued that the NFA has the power to conduct any kind of 
logging for profit because by carrying out logging the NFA is fulfilling its forest management 
functions. 

The restrictions on the powers of different entities to carry out different types of cutting have 
in turn restricted processing companies’ access to wood. Since only licence holders may 
carry out main cuts, sawmillers that do not own a logging licence or that are not affiliated to a 
company that owns a logging licence cannot obtain logs except from licence holders (whose 
priority is to supply their own affiliated sawmills in Georgia or overseas) or by importing. As a 
result, many sawmills in Georgia suffer from insecurity of supply. State forest enterprises in 
other countries generally have the power to sell wood and use that power to put wood on the 
market in volumes and supply periods that are geared to the needs of their customers. 

4.5 Distribution of income received from wood sales 

The legislation assigns income from wood sales from different types of cut to different 
beneficiaries. The rules are illustrated in Figure 4. The entities that manage the vast majority 
of Georgia’s forest – the NFA and AFA – receive income only from special cuts that are 
carried out for management reasons (e.g. felling trees to make ways for forest roads and 
sites for buildings required for forest management purposes). There is no incentive to 
engage in commercial logging even if that were allowed. 
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Figure 4: Distribution of income received from wood sales 

4.6 Rules and procedures 

The legislation creates a considerable number of rules and procedures that are designed to 
combat illegal use (wood origin certification and marking of individual logs) and to protect 
forest biodiversity and other forest values (restrictions as to where and in what types of forest 
felling may be carried out; marking of individual cutting areas). Although the regulatory cost is 
probably quite high, it is justifiable under present conditions, in which sustainable forest 
management practices are not widely understood or prioritised and there is no forest 
management certification scheme. 
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5. Georgia’s production, trade and consumption of wood and wood 

products 

5.1 Concept of Wood Balance Analysis 

The dominating quantitative tool in this study with respect to the analysis of the Georgian 
forest sector is the concept of wood balance analysis. Wood balance analysis is frequently 
used as an important tool for analysis in forestry and forest industry. Germany, for example, 
has used wood balance analysis for many years (see Knauf, 2015). But the concept is also 
used in developing countries such as India (e.g. Madras School of Economics, 2009). It can 
also be used for analysis of individual branches of the forest sector such as the furniture 
industry (e.g. Nigel, 2014). 

The GFA-team has earlier employed the wood balance concept for strategic analysis of the 
forest sectors of USA, Russia, Canada, India, South East Asia, Latin America, Africa and 
China and in a number of countries in Europe. 

The concept builds on the construction of balance sheets of the wood chain, starting with 
harvested wood as input into the primary forest industry. The outputs from primary industry 
are then used as input into the secondary forest industry. Outputs from the secondary 
industry are then consumed by the final consumers in different markets. This is the vertical 
dimension of the wood balance analysis. 

The balance sheets also have a horizontal dimension: e.g. the wood harvested can be used 
in different primary industries such as sawmills, pulp mills, veneer industry and energy 
production. The horizontal dimension must be in balance with the vertical dimension of the 
wood harvested going into different primary industries; in other words the system should be 
balanced vertically and horizontally from the wood harvest to the final consumption in 
different markets. 

This means, in simplified terms, that in the best case the harvested volume in the forests 
should correspond to the volumes used in the primary forest industry, the output from the 
primary industry should correspond to the volume used by the secondary industry and the 
output from the secondary industry should correspond to the volumes consumed by the final 
markets, after also taking import and export into account. 

The analysis of wood balance is based on data from databases, investigations and research 
reports, supplemented by interviews if needed. 

By wood balance analysis it is possible to identify imbalances in reported data. This is 
especially important in countries with weak data quality. The analysis also helps to identify 
imbalances between different components and segments of the forest sector. Finally, the 
analyses help to identify structural imbalances in the sector and flawed policies.  

5.2 Georgian data 

According to the ToR for the study we should report on data for 2014. Data availability and 
reliability in Georgia is not very high: domestic agencies report different numbers on the 
same issue in different reports; official domestic data bases contain serious mistakes; and 
different definitions are used in different publications. As stated, our task was to present the 
analysis for 2014 but we have also analysed data for the last 10 years (in some cases, only 
7-8 years due to data availability) due to dramatic and unexplainable swings in the data 
between individual years. 

We have also used international databases and data from international investigations. This 
data is in principle based on data provided by Georgian agencies; however, the data may 
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Totals 

E. 
Other industrial 

wood 0.02 Mm
3 

 

A. 
Total standing 

volume cut:  

2.70-3.00 Mm
3

 

B. 
Legally cut: 

0.70 Mm
3

 

F. 
Illegally cut: 

2.00-2.30 Mm
3

 

Fuel wood 

2.2-2.3 Mm
3

 

Industrial wood 

0.48-0.66 Mm
3

 

C. 
Fuel wood 

0.50 Mm
3

 

H. 
Industrial 

0.30-0.48 Mm
3

 

G. 
Fuel wood 

1.70-1.80 Mm
3

 

D. 
Industrial 

0.18 Mm
3

 

Other industrial 

wood 0.02 Mm
3 

 
 

In 2014, 75% of 
wood removals 

assessed as illegal! 

have been calibrated or supplemented by special investigations by the international 
organization.  

5.3 Wood balance results  

5.3.1 Wood removals in 2014 

In the following we present the results for each level in the wood chain from forests to final 
consumption of final products. In Figure 5, we present the overall picture of wood removals in 
2014. 

Figure 5: Overall wood removals in 2014 in Mm³ 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Wood removals are assessed to be in the range of 2.7-3.0 Mm³ in 2014 (box A). Removals 
far exceed even the most optimistic estimate of potential sustainable removals and are 
probably five times the level of the realistic sustainable level (see section 3.3).  

Removals are divided into a legal part totalling 0.7 Mm³ (box B) comprised of 0.5 Mm³ fuel 
wood (box C) and 0.18 Mm³ of industrial logs (box D), and 0.02 Mm³ of other industrial logs 
(box E) (industrial logs are the logs used by the primary forest industry; other industrial logs 
are industrial logs sold under the social wood programme to needy rural households for 
construction or repair of houses, farm buildings and fences, corresponding to about 10% of 
the total of industrial logs). According to anecdotal evidence, some of other industrial logs are 
sold by beneficiary households to processors for industrial use but we don’t know how big 
this volume is. 

Also, as discussed above, there is a huge amount of illegal logging. The total illegal logging 
is assessed to be in the range of 2.0-2.3 Mm³ comprised if 1.7-1.84 Mm³ of fuel wood and 
0.3-0.48 Mm³ of industrial logs. It means that about 75% of the harvests in 2014 is assessed 
to be illegal. 

The legal harvest information is based on data provided by the NFA, data obtained from 
GEOSTAT, UNECE forest database for Georgia, FAO Forest and Forest Industry Database, 
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the data submitted by the NFA to the FAO for the 2016 State of the World’s Forests Report 
and the data provided by Georgia to the Forest Europe 2016 questionnaire. The harvest 
information on ‘other industrial logs’ was obtained from the NFA. 

The illegal component of the harvest is more complicated. There are official assessments of 
illegal logging reported by the MoENRP’s Department of Environmental Supervision (DES) 
(DES, 2016). The reports state on average for the period 2008-2015 an illegal harvest of 
8,600 m³/year of industrial logs and of 7,600 m³/year of fuel wood. Torchinava (2015) reports 
a total illegal harvest of some 35,000 m³/year. Everybody working in the Georgian forest 
sector is well aware of the fact that these official assessments of the illegal logging are big 
underestimates. 

There are a number of studies that have tried to assess the true size of illegal logging. The 
Rationalization and Institutional Development Study (RWA, 2003) arrived at an illegal logging 
of 2 Mm³/year of which 1.7 was fuel wood and 0.3 Mm³ industrial logs. A study carried out by 
Savcor in 2005 (Savcor, 2005) arrived at illegal logging rates of 1.7 Mm³/year of fuel wood 
and 0.48 Mm3/year of industrial wood. Helbig (2016) and CENN (2016) assessed the total 
fuel wood consumption in Georgia to be 2.36 Mm³/year and 2.5 Mm³/year respectively: if we 
deduct the legal harvest of fuel wood we get an illegal logging of 1.80 Mm³/year of fuel wood. 

Therefore we have assessed the illegal logging to be 1.7-1.80 Mm³/year of fuel wood and 
0.30-0.48 Mm³/year of industrial wood. 

In spite of the data uncertainties, it can be concluded that illegal logging is a tremendous 
problem in the Georgian forest sector. It constitutes about 75% of the total yearly harvest. 
This harvest level is far from sustainable and will deplete the existing forest capital within a 
short timeframe. 

The overall balance shown in Figure 5 is further developed into detailed flows in Figure 6 as 
well as illustrating some other aspects of the wood flows. 

The legally cut and removed wood is 0.7 Mm³ in 2014 (including other industrial wood) and 
the illegally cut and removed wood is 2.0-2.3 million m³ (row 2 in Figure 6). 

The legally removed wood is comprised of 0.14 Mm³ coniferous and 0.54 Mm³ of non-
coniferous wood (row 3 in Figure 6, boxes D and E). The basic information on the species 
distribution stems from the UNECE and FAO databases on the Georgian forest sector. In 
addition to the removed wood, there are also reports on lots of waste left in the forest at 
harvesting. According to World Experience Georgia (2014), 38-47 % of harvested wood is 
left as waste in the forest. This corresponds to some 0.27-0.34 Mm³ based on the total legal 
harvest. 

The distribution of the illegal harvest and removal is assessed to be 0.54-0.62 Mm³/year of 
coniferous wood and 1.46-1.70 Mm³ of non-coniferous wood (row 3 in Figure 6, boxes G and 
H). There are no data available on the distribution of illegally logged wood by species groups; 
therefore, this distribution has been calculated based on the distribution of growing stocks of 
the two species groups. There is no information available on the waste left in the forest after 
illegal logging. 

In rows 4 and 5 of Figure 6 the species groups are further divided into the distribution of 
wood assortments. For the category ‘Other industrial wood’ no species contribution could be 
obtained so it is reported as the total for coniferous and non-coniferous of 0.02 Mm³/year 
(box I). However, statistics from the mid-2000s in the UNECE data base show that 
coniferous logs are only some 10% of this category. For the legally harvested coniferous 
wood, industrial logs are 0.08 Mm3 (box J) and fuel wood 0.06 Mm³ (box O). The 
corresponding numbers for legally harvested non-coniferous wood are 0.10 Mm3 of industrial 
wood (box K) and 0.44 Mm³ of fuelwood (box P).  
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We discussed earlier that there is a lot of waste left in the forests. The report “Forestry 
Standards and Practices in Georgia” (Machavariani, 2010) states that by better marking for 
cross-cutting and better primary sorting some 20% of the waste could be suitable as 
industrial wood and fuel wood. This corresponds to a potential additional use of 0.05-0.07 
Mm³/year (box L). In a similar way, the wood used as fuel wood contains at least the same 
amount of wood that could be used for industrial purposes. These potentials are not included 
in the successive wood balances further down in the wood chain. 

For the illegally logged wood the distribution for coniferous wood is 0.08-0.12 Mm³ of 
industrial logs (box M) and 0.46-0.48 Mm³ of fuel wood (box Q). The corresponding numbers 
for non-coniferous wood are 0.22-0.35 Mm³ for industrial logs (box N) and 1.24-1.35 Mm³ for 
fuel wood (box R). 

The distribution of assortments for species groups for legally harvested wood is derived from 
the FAO and UNECE forestry data bases for Georgia. We have applied the same distribution 
to the illegally harvested wood because there is no better statistical basis. 

5.3.2 Wood balance industrial primary production – coniferous 

The wood balance for industrial primary production using coniferous wood is presented in 
Figure 7. The sources employed are data provided specially for this study by GEOSTAT and 
the Georgia Customs Department, the FAO production database for Georgia, the UNECE 
database on the Georgian forest sector, and FAO’s database on trade flows of forest 
products. 

There are two possible starting points for the wood balance analysis of the primary wood 
industry. The first is to use the data from the above data sources, most of which deal with the 
dominating part of the components in the wood chain of the primary industry. In this case, the 
assumption is that there is some form of consistency of the data between the different 
components of the wood chain. 

The second approach is to take the harvested industrial wood assessed in Figure 6 and 
assume that all of the harvested industrial logs go to the industry and after that calculate the 
output in the industry by applying conversion factors. For the wood balance of coniferous 
industrial logs in the primary industry, which we show in Figure 7, we used the first approach 
in order to avoid calculated assessments as much as possible (calculated assessments 
using average conversion factors result inevitably are not precise). 

In Figure 7 there is a set of numbers to the right of box A ‘Coniferous industrial logs’. The 
number a) 65,300 m³ is the volume of coniferous industrial logs removed from Georgian 
forests and used domestically by industry, reported on average in the statistics. We can see 
that there is a discrepancy when compared with the reported numbers in Figure 6, which 
states a domestic harvest of 80,000 m³ of coniferous industrial logs. Thus, some 15,000 m³ 
of coniferous industrial logs have ‘disappeared’. The reason for this is unknown. It can be 
statistical errors, or that this volume of 15,000 m³has never been reported in the statistics 
(illegal trading). 

In the same set, the number b) 40,700 m³ is the long-term average use of domestically 
harvested coniferous industrial logs during the last 10 years. The difference between this and 
the 2014 number of 65,300 m³ is within the range of annual fluctuation that one can expect 
and therefore has no significance. 

The number c) 2,300-5,300 m³ is the officially-reported illegal logging of coniferous industrial 
logs in 2014. The numbers have been calculated from information provided by the 
MoENRP’s Department of Environmental Supervision. The non-official-reported illegal 
logging in our earlier discussed assessment amounts to 80,000-120,000 m³ of coniferous 
industrial logs. 
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Row 2 of Figure 7 describes the actual consumption of industrial coniferous logs used in the 
industry by taking into account the domestically harvested logs and the traded volumes. 
There are two trade flows presented in this row. One is based on FAO’s trade flow database, 
which is calibrated for the trade with Georgia, which other countries are reporting (boxes B 
and F). The second set is based on the FAO and UNECE data bases on the Georgian forest 
sector and Georgia Customs Department data (boxes C and E). There is a big difference 
between the two sets concerning export of industrial coniferous logs. The latter set is stating 
no export and the first set is stating an export of 15,500 m³ in 2014. We decided to use the 
first data set due to the fact that we can detect substantial differences in what Georgia is 
reporting as exported and other counties as imported; e.g. see GAIN (2010).  

The assessed volume of coniferous industrial logs used in Georgia in 2014 (after taking 
import and export into account) is 82,500 m³ (box D). The long term average (last 10 years) 
is 63,400 m3. If we add the officially reported data on the illegal logging, we get domestic 
market consumption in 2014 of 84,800-87,800 m³. If we instead add our estimate of the 
illegal logging, we get domestic consumption of 162,500-202,500 m³ coniferous industrial 
logs. 

Row 3 of Figure 7 presents the reported industrial production from the use of coniferous 
industrial logs. The statistics demonstrates that there is no production of coniferous veneer 
sheets in Georgia (veneer is produced only using non-coniferous logs), so all industrial logs 
must go to sawmills and lumber production. For 2014 on average the reported produced 
coniferous lumber production was 12,900 m³ (box H), which is substantially lower than the 
long term average of 26,800 m³. The sources were GEOSTAT, FAO and UNECE data bases 
on the forest sector of Georgia. 

Now, we can validate whether the primary industrial wood balance for coniferous wood so far 
makes any sense. If we consider the yield figures in the sawmills we can estimate the log 
volume used. Savcor (2005) reported that the yield in the lumber industry is 44-56% of the 
log volume inputted. However, in our interviews with the sawmills they reported on average a 
yield of 75%. We doubt this number due to the fact that we have not seen a yield of this 
magnitude in reality in any other part of the world.  

If we employ the yield figures used by Savcor (2005) a production of 12,900 m³ lumber would 
require a log input of some 23,000-29,500 m³. (If we use the interview results with the 
industry we get a log input of some 17 000 m³). If we compare this with the statistical data of 
industrial coniferous logs reaching the domestic market in 2014 of 82 500 m³ we can 
conclude that we have huge discrepancies: either we have lost 53-59,000 m³ of coniferous 
logs from the domestic market, or the real coniferous lumber production in 2014 was 36-46 
000 m³ lumber instead of 12 900 m³: thus, 23-33,000 more than reported in the statistics.  

How can the differences be so big? There can be statistical mistakes in reported data. Logs 
can have been illegally exported. Logs can have been delivered to mills without any 
documentation (in this regard it is perhaps relevant that about half of existing sawmills, 
having at least 35% of the total sawmill capacity of the country, are illegal and they don’t 
report anything about their production and trade). It is highly plausible that the differences 
depend on a combination of these factors. 

Row 4 of Figure 7 describes the trade of coniferous lumber. We have used the information 
from FAO’s special forest products trade database and not the production statistics from 
FAO, UNECE and the Georgia Customs Department. The reason is the same as discussed 
earlier: Georgian statistics do not reflect all the trade. The report by the USDA Foreign 
Agricultural Service’s Global Agricultural Information Network (GAIN, 2010) assesses that 
Georgia’s reported total export volume of lumber to all countries only corresponds to about 
50% of the reported lumber import from Georgia by just Turkey in 2008 and 2009. 
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Row 5 in Figure 7 shows a domestic consumption in 2014 of 17,700 m³ of coniferous lumber, 
which is close to the statistical long-term average. This is the consumption based on the 
statistical information available. In reality the consumption is higher due to the illegalities in 
the wood chain but we do not know by how much. Probably there are large informal domestic 
and export market for coniferous lumber. 

We also did the wood balance based on the second approach discussed above, taking the 
harvested volume of legal industrial coniferous logs in Figure 6 as our starting point. In this 
case the discrepancies in the wood balance get worse in comparison with using the available 
statistical information as presented here. 

It can be concluded that the coniferous primary industrial wood balance is far from 
‘balanced’. The reasons can be found in a combination of shaky statistics and considerable 
illegalities in the chain of harvested logs to markets for lumber. 

5.3.3 Wood balance industrial primary production – non-coniferous 

When we carried out the initial wood balance for the non-coniferous primary wood industry 
we detected serious data problems based on our first approach of using available statistics 
for the wood balance. The reported amount of non-coniferous logs available for the domestic 
market in 2014 was substantially lower than the long-term average (last 10 years). The 
inputted amount of logs was some 35% less than the output of lumber. The reported 
availability of logs for the domestic market also caused imbalances in other components of 
the wood balance. Thus, we assumed a serious statistical mistake in the reported numbers 
for non-coniferous industrial logs available for domestic industrial production. 

For that reason we used the second approach and took the 100,000 m³ of legally harvested 
non-coniferous logs from Figure 6 as our starting point and calculated the succeeding steps 
of the wood balance based on the yield in the sawmills. The wood balance for non-coniferous 
primary wood industry based on this latter approach is presented in Figure 8. The basic 
sources used for the analysis of the primary industrial non-coniferous wood balance are the 
same as stated for the corresponding analysis of coniferous industrial wood. The legend next 
to the box ‘Non-coniferous industrial logs’, is defined in the same way as for the analysis of 
coniferous logs. 

In row 2 of Figure 8 we assess the legal domestic market of non-coniferous industrial logs to 
be 90,900 m³ in 2014 (box D) after taking import and export into account. For the trade we 
used the FAO trade data base for reasons discussed under the section on the coniferous 
wood balance. If we add the officially reported illegal harvest numbers (from MoENRP’s 
Department of Environmental Supervision) we get 97,200-104,500 m³ of non-coniferous 
industrial logs available for the industry in 2014 (box D, fourth row). If, instead, we add our 
assessment on the illegal logged logs we get availability for the industry of 340,900-440,900 
m³. (box D, fifth row). 

In row 3 of Figure 8 we know from the statistical sources that there was an estimated 
production of 5,000 m³ of veneer sheets (box H). Based on yield figures from Savcor (2005) 
we assess the log consumption for the veneer production to be 8,300 m³ logs. These logs 
are deducted from the 90,900 m³ of logs available for industrial use in order to assess the log 
input to the sawmills (box D), which is 82,600m³ of non-coniferous industrial logs. By 
employing the yield figures from Savcor (2005) we achieve a lumber production from legal 
logs of 36,300-46,300 m³ in 2014 (box I). The average is 41,300 m³ which can be compared 
with 40,000 m³ reported in the statistics of the sources identified above. There is also 
reported an export of 300 m³ of veneer sheets (box G), which makes a domestic 
consumption of veneer sheets of 4,700 m³ in 2014. 

In row 4 of Figure 8 the trade of non-coniferous lumber is assessed. This is based on the 
available statistical data sets. By employing the FAO trade flow database (for reasons 
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discussed earlier) together with the calculated lumber production we can assess the 
domestic consumption of non-coniferous lumber to be 8,900 m³ in 2014 (box N), which can 
be compared to the assessment of 8,000 m³ by using the statistical information.  

It can be concluded that the wood balance for the primary non-coniferous forest industry is 
quite well balanced compared to the coniferous wood balance. The conclusion is also that 
officially reported data contain a serious error with respect to the volume of non-coniferous 
industrial logs available for the domestic industry in 2014. There is a good correspondence 
between the calculated wood balance and the wood balance derived from reported data for 
components other than log availability for the domestic industry. Still, large uncertainties 
remain on how the illegalities impact the wood balance in reality. 
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Figure 6: Detailed wood removals in 2014 in Mm3.  
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Figure 7: Industrial primary production – coniferous 
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Figure 8: Industrial primary production – non-coniferous 
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5.3.4 Wood balance secondary wood industry 

The next step in the overall wood balance is the balance of the secondary wood industry 
which is illustrated in Figure 9. 

From Figure 7 and Figure 8 we can see that the consumption of lumber in the secondary 
wood industry in 2014 was 26,600 m³, comprised of 17,700 m³ coniferous lumber (Figure 7, 
box N) and 8,900 m³ of non-coniferous lumber (Figure 8, box O). These numbers are brought 
into the first two rows of Figure 9. 

Based on data obtained from GEOSTAT and our interviews with the woodworking industry 
we have calculated the distribution of lumber use in the secondary industry. In the third row 
of Figure 9 we can see that the construction industry is assessed to use 14,200 m³ of 
coniferous lumber and the woodworking industry 3,500 m³ in 2014. The corresponding 
numbers for the non – coniferous secondary industry are 1,000 m³ and 7 900 m³ 
respectively. 

It can be concluded that the construction industry is using most of the coniferous lumber and 
the woodworking industry most of the non-coniferous lumber. A result which was confirmed 
in our interview results with the wood working industry.  

Figure 9: Domestic lumber consumption (m³) in secondary industry in 2014. 

 

5.3.5 Wood balance of wood working industry sub-sectors 

Our intention was to carry out a wood balance of the sub-sectors of the wood working 
industry as it would have helped us in the succeeding economic analysis. We obtained data 
specially for this study from GEOSTAT on the sub-sectors and we spent substantial time on 
trying to calculate the lumber use for the categories “wood packaging industry”, “builders 
joinery”, and “un-assembled flooring and tiles”. However, we could only conclude that a lot of 
data was missing from the provided information; thus these calculations could not be carried 
out. 

5.3.6 Wood balance of lumber component of trade of detailed woodworking industry 

We managed to do an assessment of the lumber component in the trade of woodworking 
sub-sectors. Based on trade data provided by the Georgia Customs Department we got 
traded volumes expressed in tonnes for “wood packaging”, “builder’s joinery” and “un-
assembled flooring and tiles”. From the interviews with the wood working industry we know 
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that the wood working industry is using only about 20% of lumber in their products with a 
distribution of 30% for coniferous and 70% of non-coniferous lumber. The rest of the wooden 
raw material comprises plywood, particleboard, OSB and MDF, which are not produced in 
Georgia and must be imported (the exception is some production of plywood). Each of these 
raw materials (including lumber) has different densities, which have to be taken into account 
in the conversion to m³ (we obtained the densities from trading standards of these products). 
We also need to know the proportions of different raw materials in the different products; we 

obtained this information from Linkoping University, Sweden12. To get the gross lumber 
consumption we have to take into account the wood losses in the wood-working industry. 

This information was also collected from Linkoping University, Sweden13 (20% loss in wood 
packaging, 40% in Builder’s joinery and 30% in un-assembled flooring and tiles). The 
calculations are presented in Figure 10. 

Figure 10: The lumber content in trade of wood working industry products in 2014 

 

From Figure 10 it can be concluded that only small volumes of lumber are used in the export 
of woodworking industry (about 150 m³). There is substantial more lumber content in the 
import of woodworking products (about 3,800 m³). 

5.4 Concluding remarks on the wood balance analysis 

We have carried out an overall wood balance for the Georgian wood sector from harvest to 
the final markets in the form of six sub-wood balances. If the six sub-balances are put on top 
of each other it can be seen that the output from one sub-balance is input to the succeeding 
sub-balance and the package constitutes the complete produced wood balance for the 
sector. 

                                                

12 Data from Dr Tomas Nord's research data base on the woodworking industry, University of Linköping, Sweden. 
13 As above 
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It can be clearly identified that there are balancing problems, in spite of a tremendous 
amount of calculation work, in the wood balances produced. This is assumed to be a result of 
a combination of shaky reported data and illegalities along the whole wood chain. 

Furthermore, we have not been able to illustrate the real impact of all the illegalities on the 
industrial part of the wood balance. 

The overall conclusions from the wood balance analysis will be discussed in later sections 
with respect to deficits and recommendations. 

The presented wood balance concept and analysis should in the future be updated and 
improved by Georgian agencies and institutions as new and improved statistical information 
becomes available. 
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6. Economic assessment 

The uncertainties about volumes discussed in section 5 follow us into this section of 
economic assessments. Furthermore, the economic statistics themselves have additional 
uncertainties, so the total uncertainties increase in this section. 

One of the major goals with this section is to try to illustrate the value of the wood in the 
forest (standing wood) when moving along the value chain. In other words, we are trying to 
translate e.g. the value of lumber and woodworking products back to log values in the forest. 

6.1 Types of value in forest ecosystems 

For a comprehensive valuation of the Georgian forest sector it would be necessary to 
estimate the total economic value (TEV). The TEV concept was developed to capture all of 
the values forest ecosystems provide to a society (Pearce et al, 2006). The concept is 
illustrated in Figure 11. 

Figure 11: Total economic value framework

 

Source: DG AGRI, Study Contract No: 30-CE-0162979/00-21, 2008. 

TEV is divided into Use Values and Non-use Values. Use values are related to actual and 
planned use of goods and services delivered by the forests. The non-use values are the 
willingness of the society to maintain certain common goods and services from the forests in 
the future, making sure that future generations will have the freedom to make use of them 
even if they are not used today (existence and bequest values). 

Use values are divided into direct use values, indirect use values and option values. The 
direct use values stem from goods that can be directly extracted and consumed. Indirect use 
values from the forests are ecosystem services values such as biodiversity and climate 
regulation. The option value is the value of protecting goods and services provided by forests 
for the future: this value is a potential use value, which may or may not be used in the future. 
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The direct use values relate to economic benefits gained from direct use of the forests (e.g. 
timber, fuel wood, edible plants, medicinal plants, grazing and hunting). The direct use 
values constitute market and near market goods, the market value of which can be 
measured.  

The TEV concept is useful for setting sustainability policies for the sector. In the policy 
process there will be trade-offs between the different values components included in the TEV 
concept. 

In this study we are only dealing with one of the components of the TEV concept, namely the 
direct use values. In fact, we are only dealing with some sub-components of the direct use 
values – industrial wood and fuel wood. 

6.2 Economic values within direct use values 

Different economic values can be employed with the direct use values; however, we have 
been constrained by lack of data or accessibility to data. We have employed four economic 
values: 

 Sales value or market price is a simple valuation of an output from the different production 
lines in the wood balance. The sales value tells how much cash an activity contributes. 

 Profit is the sales value minus all the input costs in the production line for a specific 
product. The profit tells us, among other things, the availability of capital for new 
investments and how much cash the owner gains from a certain activity. We have faced 
difficulties in getting access to relevant data for the input factors, therefore the profit 
analyses are limited in the study. 

 The value added of an activity is the sales value of the product(s) minus the costs of 
intermediate products. This value tells us how much a production step contributes to the 
increase in the value of the product produced. The value added can be assessed for the 
individual steps of the wood balance. By summing up the calculated value added of each 
step of the complete wood balance we get the forest sector’s contribution to the nation’s 
GDP. 

 Contribution to balance of payments (trade) is the difference between the value exports 
and the value of import. The indicator is usually not calculated for individual products but 
for the whole sector. It tells how much the sector (or product) contributes to a positive or 
negative balance of payment of a nation.  

6.3 Wood Costs - stumpage  

There are two main pricing principles for legal harvests in Georgia. One is pricing rules of the 
social wood programme, which is prioritized currently in Georgian forest policy, which has as 
an objective to provide needy rural households with subsidized fuel wood and industrial wood 
for domestic purposes. The second principle is based on the trading of wood at market prices 
in an open market. 

The latter principle is based on what often is called stumpage, meaning the price the 
customer pays for the right to harvest wood from a given territory. The basic stumpage price 
is appraised according to a formula prescribed in the Georgian law. These kinds of formulas 
use some form of final market value of the logs (varying with species and quality) with 
harvesting and transportation costs deduced in order to determine the stumpage price. 

The basic stumpage price is then used as starting price at open auctions. Most often the final 
auction price is higher than the initial auction price due to the fact there is competition in an 
open market process. Thus, the final auction price is what the customer pays for the right to 
harvest the wood. 
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There are also other fees, which have to be paid by the customer: a Natural Resource Use 
Fee and a Marking Fee (fee for marking a cutting area prior to harvesting). The Natural 
Resource Use Fee varies with species and qualities. 

Table 4 presents the assessed prices of wood standing in the forest (stumpage) for different 
assortments (conifer / broadleaved; industrial / fuel wood) and different harvest types (social / 
open market). In the table the assessed final auction prices are used and not the basic 
auction prices in 2014. The price information is provided by the NFA and from the study 
team’s interviews with the sawmill industry. 

The prices in Table 4 are the income per m³ for the state for different assortments and 
harvests in 2014. 

Table 4: Wood prices – stumpage in 2014 (GEL/ m³). 

 CONIFEROUS NON-CONIFEROUS 

A. Fuel Wood 

A.1. Social harvest   

Auction price - - 

Natural resource fee 2 4 

Marking fee 3 3 

Total 5 7 

   

A.2. Market harvest   

Auction price 20 51 

Natural resource fee 2 4 

Marking fee 3 3 

Total 25 58 

   

B. Industrial Wood 

B1. Social harvest   

Auction price - - 

Natural resource fee 15 33 

Marking fee 3 3 

Total 18 36 

   

B2. Market harvest   

Auction price 200 200-230 

Natural resource fee 15 33 

Marking fee 3 3 

Total 218 236-266 
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The net income for the state can be assessed by deducting the management costs incurred 

by the NFA, APA, AFA and Tbilisi City Hall14. If the budgets for 2014 of these organizations 
are assumed to represent the management costs and we use the earlier assessed harvested 
volume of legal wood of 700,000 m³ we get an average management cost of some 20 

GEL/m³ (if we assume equal management costs of each cubic metre)15. By deducting this 
amount from the numbers in Table 4 we get the net financial contribution to the state by 
wood removals in 2014. Thus, the State gets a gross income of 218-266 GEL/m³ industrial 
log and a net income of some 198-246 GEL/m³ of industrial logs but only about 20 GEL/m³ is 
allocated back to forest management and investments in forestry. It means that there are 
substantial amounts available of the ‘forest budget’ for reinvestment towards sustainability in 
forestry. It can also be concluded that the fuel wood business is bad business for the state. 
The prices are not even covering the management costs and nearly the same can be said 
about the industrial wood harvested under the social programme. Thus, from an economic 
point of view it is questionable whether the state should be involved in fuel wood and ‘social 
harvest’ activities. 

6.4 Delivered wood costs at industry mill gate 

In section 6.3 we discussed the costs of wood in the forest. In addition, logs have to be 
harvested and transported to the mill before they can be utilised. In Table 5 the assessed 
delivered wood costs are presented for 2014. The sources of information are data provided 
by the NFA and collected through the study team’s interviews with the industry. 

Table 5: Delivered wood costs in 2014 (GEL/ m³) – Industrial logs. 

 Coniferous Non-Coniferous 

Final auction price 200 200-230 

Other fees 18 36 

Felling and skidding to lorry point 50 (40-70) 55 (50-70) 

Transport to mill 30 (20-40) 35 (20-40) 

Delivered wood costs 303 (278-328) 336 (306-366) 

If the delivered wood costs are compared with international prices it can be identified that the 
Global Sawlog Price Index (by Wood Resources International, USA) for 20 key regions 
around the world has 30-45 USD/m³ lower costs at mill than Georgia in 2014. Thus, in this 
comparison the Georgian industrial logs are expensive. 

Another organization, The Global Wood Trade Network reports in a smaller data set wood 
costs that are in line with the Georgian costs. But they also conclude from a different data set 
that the log costs in the emerging economies are 5-15 USD/m³ below the numbers reported 
on average in the Global Sawlog Price Index. 

If this difference described for industrial logs is real, the Georgian forest industry will have big 
difficulties in being competitive both at national and international markets.  

                                                

14 Tbilisi City Hall is the executive power of the City of Tbilisi and manages the forests that lie within the city’s boundaries. 
15 Because the cost of GEL 20 /m3 is calculated from budgeted expenditure it does not represent the cost per m3 of wood in a system of 

sustainable forest management. Considering that budgets are far below the expenditure required to prevent illegal logging and grazing 
and to restore and properly maintain the forest, the cost per m3 of wood in a system of sustainable forest management would be a lot 
higher than GEL 20 /m3. 
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6.5 Trading prices of industrial logs 

As illustrated earlier, according to our assessment there is substantial trade in the form of 
import and export of industrial logs. Based on data from the UNECE and FAO trade data 
base as well as data from the Georgia Customs Department we have assessed the export 
and import prices of industrial logs. The assessment is presented in Table 6. 

Table 6: Assessed import-export prices of industrial logs in 2014 (GEL/ m3) 

 Coniferous Non-Coniferous 

Import prices 238 255 

Export prices 210 300 

If the statistics reflects realities, we can conclude that the export prices for coniferous logs 
are below the domestic market prices. Either the export price numbers are flawed or the 
export logs are of lower qualities exported to low priced markets like China. 

Also the import prices are substantially below the domestic prices. Again, the statistics can 
be flawed. However, the prices for non-coniferous logs seem to be more robust than the rest 
of the data on trading prices. If the price numbers reflect reality, we can conclude that 
Georgia can import logs below the domestic prices. If that is the case the Georgian forest 
industry cannot compete on any markets with production based on domestic logs. 

The dominating legal import of coniferous industrial logs in 2014, according to FAO trade 
flow database, stems from two countries - Ukraine and Turkey. Ukraine dominates with some 
90% of the imported volume. This can be a problem. In the international press, there are lot 
of concerns about large scale, systemic and illegal logging in the contaminated zone around 
Chernobyl (Skogen #9, 2016) from which contaminated logs and lumber are exported. The 
contaminated timber is used in construction of houses and furniture in different countries and 
there is no control of this contamination. If the imported logs to Georgia stem from the 
contaminated zone, there is a high probability that the logs are traded at low prices. 

The legal import of non-coniferous industrial logs in 2014 is substantially smaller compared 
to the import of coniferous logs. But again the import is completely dominated by Ukraine and 
Turkey with Ukraine responsible for some 40% of the total imported volume. 

6.6 Lumber production economy in Georgia 

In this section we assess the economy of the lumber industry in Georgia and whether it 
makes a contribution to value added production. 

6.6.1 Lumber prices 

In Table 7 we assess the market prices of lumber in 2014. The domestic market prices stem 
from the study team’s interviews of sawmills. The export and import prices stem from 
UNECE statistics, FAO’s trade data base and Georgia Customs Departments data. 

Table 7: Lumber market prices (sales value) in 2014 (GEL/ m3) 

 Coniferous Non-Coniferous 

Domestic markets 420 average (380-450)  650 average (600-650) 

Import 370 450 

Export, low quality 352  

Export, better quality 440-528 484-555 
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There is a substantial price difference in the domestic lumber prices between coniferous and 
non-coniferous lumber. However, the price difference was not so evident for delivered wood 
costs. The possible reasons for the price difference in lumber prices is that the yield in 
sawmills is normally lower for non-coniferous than for coniferous lumber. Also, most of the 
coniferous lumber goes to the construction industry with a strong international competition 
and relatively low paying capacity. The non-coniferous lumber dominantly goes to value 
added production with higher paying capacity. 

The lumber products in Georgian sawmills are generally of low quality and are low price 
products (e.g. there is no kiln drying capacity in the Georgian saw milling industry). This is 
probably reflected in the export prices. There is fierce international competition on the export 
and import markets where quality is one of the leading competitive factors. It can be 
concluded that the export of ‘better’ qualities of coniferous lumber gives a better price than 
delivery to the domestic market. This is logical and is to be expected. But this is not at all the 
case with respect to non-coniferous lumber where the export prices are substantially lower 
than the domestic market prices. The reasons can be flawed data and different qualities 
delivered to the export markets than those delivered to the domestic market. 

It is remarkable that the lumber import prices are substantially lower than the domestic 
market. The explanation, again, can be flawed statistics. With respect to import of coniferous 
lumber, Ukraine is the dominating supplier followed by Germany, Belarus, Russia, Estonia 
and Turkey plus others in 2014. The same discussion as carried out for Ukrainian logs can 
be applied to Ukrainian lumber. There is a fierce international competition on the international 
coniferous lumber market. 

The import of non-coniferous lumber is smaller in comparison to coniferous lumber. The 
largest supplier of non-coniferous lumber is Ukraine followed by Russia, Iran and USA plus 
others. 

If the price differences reported are in the vicinity of the real conditions, we can again 
conclude that the Georgian lumber industry has and will have big difficulties to compete on 
both domestic and international markets. 

6.6.2 Log prices versus lumber prices 

In Table 5 we assessed the delivered industrial log costs at sawmills as 278-328 GEL/m³ for 
coniferous round logs and 306-366 GEL/m³ for non-coniferous round logs. In Table 8 we 
compare the delivered wood costs with the lumber price on the domestic market expressed 
as price per m3 industrial round log used in the lumber production. 

Table 8:.Sawmill log cost and lumber prices in 2014 (GEL/m³) 

 Coniferous Non-Coniferous 

1. Wood costs at mill gate m3/log 303 (278-328) 336 (306-366) 

2. Sales price, domestic market, m3/lumber 420 (380-450) 650 (600-650) 

3. Lumber price per m3/log 235 (170-250) 328 (264-365) 

    3a. [High yield sawmill (75%)] [315 (285-340)] [485 (264-365)] 

4. Difference: mill gate price and lumber per m3/log 

    (row 3 minus row 1; [row 3a minus row 1]) 

-68 [12] -8 [149] 

In the conversion of lumber prices back to corresponding m3/round industrial log in row 3 of 
Table 8 we have used the yield figures in sawmills earlier used and reported by Savcor 
(2005). The yield range is reported to be 44-56%. In row 3a we have employed the average 
yield figure of 75% reported in the study team’s interviews with sawmills. We doubt this 
number due to the fact that we have never seen yield figures of this magnitude in other 
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places of the world. Also, sawmills may have had reasons to report high yield figures in order 

to cover the real log consumption16.   

For coniferous lumber production we can conclude that with the standard conversion figures 
the lumber prices, expressed as round log prices, are on average 68 GEL/ m³ lower than the 
delivered log costs at mill. Even if we use the high yield figure of 75% we only get on average 
a surplus of 12 GEL/ m³ log by the lumber production. This means that the coniferous lumber 
production is not generating any profits (rather, big losses due to the fact that we have not 
been able to consider other input factors such as energy, labour, capital costs, etc.) and does 
not create any value added. This cannot reflect the real world due to the fact that an industry 
cannot survive financially under such conditions. 

The results are probably an effect of the ‘unbalanced’ volume in the wood balance discussed 
in connection to Figure 7. This imbalance was assumed to be a result of illegalities in the 
wood chain and it is reflected in the calculation presented in Table 8. It means that the 
sawmills on average are paying substantially less in reality for the coniferous industrial logs 
than reported in the statistics and interviews. 

For non-coniferous lumber production, we have a similar picture at standard yield figures but 
substantial improved economic conditions at the high yield figure of 75%. But we doubt this 
yield figure especially in non-coniferous lumber production. 

The conclusion is that there is a substantial difference in the average prices for delivered 
industrial log costs at mill site according to statistical and interview data versus the real 
average delivered industrial log costs. The explanation for the difference is to be found in 
illegalities in the wood chain. By that, we can also conclude that the economy of the saw 
milling industry is basically building on an illegal economy in the wood chain. 

6.6.3 Sales value of the lumber component of the products of the woodworking 
industry 

In Figure 9 we assessed the domestic lumber consumption in the secondary wood industry. 
We concluded that around 15,000 m3 of lumber went to the construction industry and some 
12,000 m³ of lumber was used in the woodworking industry in 2014. 

In spite of large efforts we have not been able to assess relevant sales values of the 
construction lumber. However, using the approach described for Figure 10 as a platform and 
weighed with the values for lumber and the different wood panels used in the production of 
the woodworking products we have been able assess the sales value of the lumber 
component of some main groups of the woodworking industry. The results are presented in 
Table 9. The assessment is carried out through many conversion calculations and is highly 
uncertain because of that. Data sources are the same as presented in connection with the 
presentation of Figure 10 in an earlier chapter. 

Value added is presented in Table 9 as a range: the right hand value is based on the 
standard yield in the sawmills and the left hand value is based on the high yields of 75%.  

It can be concluded that in the case of standard yields in sawmills, which we think is the 
relevant factor to use, the sales values of the woodworking products per m³ of log consumed 
are well above the sales values of lumber and the products generate a solid value added. 
There are big differences in sales value and value added between the different woodworking 
product groups. This is to be expected due to the fact that the labour input varies a lot 
between the different groups. 

                                                

16 It is possible that the high conversion rates reported by Georgian sawmillers are due to the inclusion of low quality, outer wood 
(sapwood) being included in the lumber. In modern sawmills this part of the log is sold as chips. In Georgia there is no market for chips 
but there is a demand in the Georgian market for this low quality lumber. 
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The increased sales value and value added of the lumber component in the woodworking 
industry in comparison with lumber is an expected and logical result. 

Table 9: Wood working industry sales value for lumber component – domestic market in 2014 (GEL/ m3 
log used) 

 Coniferous Non-Coniferous 

 Sales price Value added Sales price Value added 

Wood packaging 380 65-155 450 35-122 

Unassembled flooring 315 0-80 405 80-77 

Builders’ joinery 1275 960-1040 1635 1150-1307 

Lumber price, m3/log, 

  standard yields 
235  328  

High yield in sawmill 315  485  

6.6.4 Summary of sales values 

In Table 10 a summary of sales values is presented. The sales values assessed are 
expressed as values per m³ round log used in the different production lines. 

Table 10: Sales values in 2014 (GEL/ m³ per log) 

 Coniferous Non-Coniferous 

Social fuel wood 5 7 

Market fuel wood 25-32 58-63 

Social industrial logs 18 36 

Market industrial logs  

   (harvesting and transport not included) 
218 238-268 

Lumber (range-yield in saw mills) 235-315 328-484 

Lumber in wood-working industry 961 1225 

The sales values are increasing in the way that one would expect when moving along the 
wood chain from logs to the lumber component of the woodworking industry. As expected, 
the sales values of fuel wood and social industrial wood are very low and the sales values 
increase substantially with the degree of value added production of industrial logs.  

6.7 Value added assessments based on the wood balance assessment 

As described earlier, the value added is the difference between an activity’s output value and 
the cost of intermediate inputs. Based on assessments presented earlier of the wood 
balance economy we are not able to make a complete value added assessment due to the 
fact that we lack data and knowledge on input factors other than wood. But by using the 
wood costs we think we mimic the real value added assessment quite well due to the fact 
that wood is the most dominating input factor. 

This mimicked value added assessment is presented in Table 11. The assessment is 
probably an overestimate due to the fact that we don’t know the values of other intermediate 
inputs than wood. 
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Table 11: Value added based on the wood balance economy assessment for industrial logs, 2014 (GEL/ 
m³) 

 Coniferous Non-Coniferous 

Harvesting and transport 60-110 80-100 

Lumber production/log value -68 to +12 -8 to +149 

Wood working industry average, lumber 

component 
646-726 741-897 

The assessment indicates a value added generated by logging and transport of 60-110 
GEL/m³ for coniferous industrial logs and 80-100 GEL/ m³ for non-coniferous logs. The 
production of lumber, where the left hand number in Table 11 is based on standard yields in 
sawmills and the right hand value is based on high yield in sawmills (which we doubt) hardly 
generates any value added per m³ lumber expressed as log value. The values seem to be 
flawed and the problem goes back to the discussion we had concerning Table 8, where we 
concluded that the real delivered wood costs are probably substantially less than the 
reported delivered wood costs to sawmills due to illegalities in the wood chain. We have also 
concluded in earlier discussion that there is a substantial illegal production within sawmilling, 
which may impact the value added calculation. We have, as a comparison, calculated the 
average value added contribution in the most advanced sawmilling countries and the 
average value added was 70 GEL/ m³ lumber in 2014 expressed as log value. This is also an 
indication that the assessed values for lumber production in Table 11 are flawed. 

The value added for the lumber component in woodworking products is 646-726 GEL/m³ 
lumber expressed as log values for coniferous and 741-897 for non-coniferous on average. 
As pointed out earlier, the basic calculations on the woodworking industry contain a lot of 
conversions and are by that highly uncertain. However, the numbers demonstrate, as 
expected, that the wood working industry is generating a substantial value added. 

6.8 Value added –GDP-calculations 

The sum of the value added (the difference between one component’s economic output and 
the costs of intermediate inputs) of all components of the forest sector equals the forest 
sector contribution to the national GDP. 

Georgia’s National Accounts are based on the standard methodology of the 1993 National 
Accounts System (SNA-93), which is recommended by the United Nations, Commission of 
the European Communities, Organisation for Economic Co-operation and Development, 
World Bank and International Monetary Fund. There are three different approaches available 
for calculation of GDP in current prices for a given year: Production approach, Expenditure 
approach and Income approach. In our assessment above of the value added based on the 
wood balance economy we used the Production approach. In Georgia the calculation of GDP 
by the production approach is based on National Classification of Economic Activities of 
Georgia. The methodology also considers the non-observed economy (illegal economy). In 
discussions with GEOSTAT it was identified that some 75% of the forestry component of the 
GDP is based on illegal logging from indirect measurements and the illegality in the forest 
industry was stated to be +35% . 

The Georgia GDP calculation combines Agriculture, Hunting and Forestry, and Fishing as a 
lump sum and includes the illegalities discussed above. The reported GDP for this group in 
2014 is 2,328 MGEL at basic prices. The reported GDP growth rate at basic prices is 
reported to be 1.6% in 2014. The supply and use tables for the GDP calculation are also 
presented for the following forestry product groups: Products of Forestry, Logging and 
Related Services; Wood and Products of Wood; Pulp and Paper Products. Agriculture is the 
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dominating contributor to the GDP of 2,328 MGEL in 2014. Thus in the forestry group all 
kinds of output from forestry and not only timber are included. In the wood products group 
the primary and secondary wood are lumped together. In the pulp and paper group nearly 
everything is imported and do not use domestic wood fibres. All of this information on the 
overall GDP calculation is available at www.geostat.ge . 

6.8.1 Value added – GDP-calculation. Detailed account. 

GEOSTAT also carries out a second set of GDP-calculations for a number of sectors and the 
forest sector is one of them. These accounts are simplified and the value added component 
is the labour input in the production as officially reported to the authorities in Georgia for tax 
purposes. Thus, in this case there is no illegal production or illegal companies included in the 
GDP account as in the main account discussed in the earlier. Other input factors are not 
taken into account, therefore the values added according to this GDP-calculation are 
probably underestimates of the real value added contribution from the forest sector. The 
simplified GDP-calculation is presented in Table 12. 

Table 12: GEOSTAT GDP (detailed), 2012 

 GDP MGEL Officially logged, 

GEL/m3 log 

Logging 7.3 10.4 

Services, logging and forestry 0.2 0.3 

Sawmilling 13.3 103.9 

Wood impregnation 5.6 ? 

Woodworking industry 28.2 1197-1490 

Unassembled flooring 0.1 - 

Builders’ joinery 25.1 - 

Wood packaging 0.1 - 

Other wood products 2.3 - 

The account for 2014 presents the value added as follows; Logging 7.3 MGEL; Forestry and 
logging related services 0.2 MGEL; Sawmilling 13.3 MGEL; Impregnation 5.6 MGEL, and the 
Woodworking industry 28.2 MGEL. 

The woodworking industry makes the largest value added and contribution to GDP followed 
by the sawmilling industry. Within the woodworking industry the sub-group Builder’s joinery 
creates the absolute largest value added. 

The added value of the activity Wood impregnation is quite large. This is surprising due to 
the fact that we have not found any information on impregnation in any other statistical 
source used in this study. Therefore, we cannot say much about this activity. 

Based on GEOSTAT’s detailed GDP calculation we have calculated the value added as 
GEL/m³ log in the forest – the numbers in the right-hand column of Table 12. Thus, we can 
assess the added value of a log in the forest and see how this value varies depending on 
what the log is used for. These assessed values added can be compared with the values 
presented in Table 11, which is based on a different approach with more input factors taken 
into account than in the simplified GDP account. 

There are big differences between the two accounts. But both accounts demonstrate high 
value added for the woodworking industry. There is a big difference between sawmilling in 
the two accounts. The values in Table 11 demonstrate hardly any value added (or rather 
negative values) for sawmilling. We discussed this earlier in this section and concluded that 
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there is one official and one unofficial price list for logs used by the mills. On the other hand, 
the simplified GEOSTAT account show a very high value added for sawmilling. This value is 
very high in comparison with international values; this may be the result of a higher 
production of lumber in reality compared to reported lumber production (a fact we also have 
suspected in our earlier discussion of the statistics available). 

6.9 Balance of payments 

One way to assess how the forest sector contributes to the society is to calculate the 
contribution to the balance of payments of forest products in Georgia. We have used basic 
statistics from the Georgia Customs Department, the UNECE and FAO databases on the 
forest sector of Georgia, and FAO’s database on trade flows to assess the balance of 
payment of forest products for 2014. The balance is presented in Table 13. 

Table 13: Balance of payments of forest products in 2014 

Export Import Trade deficit 

23 MGEL 197 MGEL of which 174 MGEL 

 Wood based panels: 36%  

 Wooden furniture:    35%  

There is a strong negative trade deficit in forest products, amounting to 174 MGEL in 2014. 
The major reasons for the high deficit are big imports of wood-based panels and wooden 
furniture. A strong negative balance of payment hinders the general economic development 
of a country. From a balance of payments point of view it is remarkable that there is not 
sufficient production of wood based panels in Georgia and that huge volumes are imported. 
Products like particleboard, OSB, and MDF use low quality wood raw material. Instead of 
using the low quality raw material as fuel wood it could be used for domestic wood panel 
production. It would improve the value added generated in the forest sector and it would 
improve the balance of payment substantially. 

It is also remarkable that the wooden furniture production cannot satisfy domestic demand 
given the capacities in the woodworking industry. The reasons are probably a lack of design 
and price competitiveness.  

6.10 Economic Losses from Social Wood Programme and Illegal Logging  

We have already, earlier in this report, concluded that the social wood programme and illegal 
logging cause huge economic losses. One way of assessing the economic losses is to 
allocate the market prices to these volumes and deduct the current income and we have an 
estimate of the losses. The difficulty is that when large volumes, as in this case, are moved 
from subsidized or illegal markets to an open market the market economy changes: 
consumers change their market preferences and find other ways to satisfy their demands. 
Thus, the market prices we have today will not be there when new volumes are added to the 
open market; the prices will drop substantially. We have even seen in other countries that 
transformations of this kind can result in the complete disappearance of some of today’s 
market segments. 

With respect to the losses in wood from the social wood programme a basic approach in the 
assessment is to employ ‘lost fees’ when moving from social harvest to market harvest (see 
Table 4 ) of fuel wood and industrial wood. Some of the industrial wood allocated by the 
social programme is sold on to the industry at a higher price but we do not know how much. 
Therefore, this potentially higher value of the industrial wood is not taken into account in the 
calculation. 
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This results in a basic loss of at least 30 MGEL to the State for executing the social wood 
programme. With higher values on the industrial wood the losses will be higher. For the 
calculations we have used the volume assessments presented in earlier section and the 
price information in this section. 

With respect to the economic losses due to illegal logging, CENN (2016) presented an 
assessment of the economic losses recently of 446 MGEL assuming that the wood was sold 
at current market prices. The current wood industry is in one way or the other based on 
substantial illegal logging and production, meaning low raw material costs. There are only 
parts of the existing industry which can afford to pay full market price. 

Therefore, as a basic assessment of the losses due to illegalities, we have used the same 
approach as described for losses from the social wood programme and the loss is assessed 
to at least 100 MGEL. There will, of course, be a higher price on industrial logs compared to 
the basic approach. The price will be somewhere between the fee level and current market 
price. But we don’t know at what final level the market price will stabilize in this situation. 
Therefore, our conclusion is that the illegal logging is causing losses in the range of 100-400 
MGEL per year. 

In total this means a loss for the state of at least 130 MGEL per year but it might be 300 
MGEL per year. It means the losses from these activities are 10-20 times higher than the 
current management costs of the Georgian forests. 

6.11 Summary of the Economic Assessment 

There are substantial uncertainties in the economic assessments due to uncertainties in the 
basic information. In order to formulate meaningful policies in the future for the sector, the 
government has to make sure urgently that economic data of high quality is collected and 
made publicly available. 

In spite of the uncertainties in the assessments there is a unified picture that sales values, 
value added and GDP-contribution increase substantially along the value chain (fuel wood to 
lumber to products of woodworking industry). There is hardly any value in the fuel wood 
production and there are very high values in the woodworking industry. It is quite obvious 
that the Georgian forest sector must move urgently towards production of higher value added 
production in order to improve the economy of the sector. 

We have not been able to carry out any strict profit assessments of the different components 
of the wood chain due to lack of data. But as indicated in the other economic analyses we 
can conclude that the profit margins are very low or non-existing. We can conclude that the 
industry for different reasons is hardly competitive on both domestic and international 
markets. The reasons will be further discussed in section 7. The government and the industry 
must act urgently for the development of the sector towards solid profit margins and not 
being based on illegalities.  

We can conclude that there is a huge trade deficit of forest products in 2014 in Georgia. This 
affects the general development possibilities of the Georgian society. The balance of 
payments can be improved by increased value added production and by solid profitability. 
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7. Structural Impediments 

In carrying out the review of legislation (section 4), the wood balance analyses (section 5) 
and the economic assessment (section 6) the GFA-team identified a number of structural 
impediments of the Georgian forest sector. As additional support for the identification of 
these structural impediments we also used observations at field visits and available literature. 

The non-sustainability of forestry and the forest sector as well as unsatisfactory economic 
performance all stem from structural impediments and policy failures. This means that 
marginal improvements will not change much. To achieve sustainability and satisfactory 
economic performance in the sector, substantial structural changes are needed. 

7.1 Deficits in Governance 

There are substantial deficits in the governance of the forest sector of Georgia.  

There is a lack of conception, strategy, policies and coordination for and of the 
complete forest sector. There is lack of understanding that the forest sector of Georgia has 
three components - forestry, forest industry and markets – and that there must be holistic 
governance of all three components. The efforts made are only (and only partly) on the 
forestry component. If the objective is to have economically based forestry, then forestry is 
dependent on an industry paying for the wood it uses and the industry needs markets to sell 
its products in order to be able to pay for the wood it uses. Thus, the complete forest sector 
system must be harmonized through holistic governance. This deficit has also been identified 
by the recent RERAM study (RERAM, 2016a). However, at the present time there is no 
political priority or will to develop a functioning holistic sector and there is no state 
organization involved in the development of the forest industry, markets and business 
concepts in the sector. 

Reliable inventory data is a prerequisite for developing the sector. In the absence of up-
to-date inventory data for the entire forest fund and relevant data for the rest of the sector the 
governance of forestry and the sector builds on wrong assumptions and incomplete values of 
forests. Forests have many functions – a fact that is acknowledged in the National Forest 
Concept - and there are trade-offs between these different functions. The most important 
governance issue is to balance these tradeoffs in an appropriate way. 

The priorities of the National Forest Concept are counter-productive. The National 
Forest Concept prioritises meeting the needs of the rural population by among other things 
heavily subsidized fuel wood consumption and industrial wood for local use. This is directly 
counterproductive for an economically-based forest sector and is in contradiction to the 
scope and objective of this study to clarify whether an economically oriented forest 
management based on wood utilization can be established in Georgia. With this kind of 
priority an economically-based sustainable forest management cannot be achieved. There is 
a need to revise the political priorities with forestry in Georgia taking into account all values of 
forestry. The planned phasing out of the social wood programme that is foreseen by the draft 
new Forest Code is an important step but leaving the priority of the National Forest Concept 
unchanged will send the wrong signals to investors and donors. 

Forest management bodies and supervision bodies lack capacity to get forest 
management onto a sustainable basis. However, there are ongoing efforts to address this 
deficit. Whether these efforts are sufficient remains to be seen. 

Sustainable development of the sector is hampered by substantial illegalities in the 
whole wood chain. There are no possibilities to reach sustainable forestry and a 
sustainable forest sector unless these illegalities are removed. The sector has to be based 
on legal and transparent operations and not as today to a large extent being based on illegal 
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activities. There are ongoing efforts to fight the illegalities but those efforts have to be 
strengthened substantially and speeded up. 

Legislation severely restricts forest management bodies’ powers to generate, retain 
and reinvest income from wood removals. We described in section 4 how legislation 
prevents Georgia’s state forest enterprises – the NFA and AFA – from arranging main cuts 
and how the system of assigning auction price and natural resource use fees drains income 
from the sector. These restrictions on cutting make it impossible for the NFA and AFA to be 
efficient suppliers of wood to the processing sector. 

Certification is not established in the forest sector. A certification scheme is a market 
tool for driving operations toward sustainability. Certification is needed for both forestry and 
the forest industry. International markets are based on certified wood. On the domestic 
market in Georgia there is no interest in the legality or sustainability of wood and there are no 
demands for certification, which enables the illegalities to flourish. 

7.2 Market Conditions and Opportunities 

The domestic market for forest industrial products is a low price and low quality 
market. Georgian customers are much more sensitive to price than to quality. The result is 
that the customers buy products of lower qualities. They substitute traditional wood-based 
products such as doorframes, windows, cupboards, furniture, flooring, etc with oil based 
products because they are cheaper than similar wood based products. With respect to the 
wood-based products the domestic producers have difficulties to compete both on price and 
quality with the big international producers exporting to Georgia; thus the competition is 
fierce. The construction industry does not use much wood in buildings in the cities; the 
dominating construction materials are concrete, steel, and glass. In the case wood is used 
there are no building codes for the quality of the wood used. The industry is much too 
dependent on governmental purchasing for survival. All of this makes the domestic market a 
low price market, which makes it difficult for the industry to get solid and sustainable 
economic returns, which drives illegalities and low paying capacity for the wood used.  

There is a need for the development of the domestic market. It means education of and 
information to customers on the advantages of using wood in different applications with 
respect to life time of the products, environmental impacts, health risks, the real costs 
compared with other products, etc. All wood products traded on the domestic markets should 
be certified. This development should be a joint effort of the state and the industry. 

There are opportunities in international markets but Georgia is not geared up to use 
them. The international markets are under fierce competition both from quality and price 
points of view. If the trade statistics are studied with respect to lumber (FAO trade flow data 
base), we can see that the export goes to a limited number of countries. There is big 
variation in the trade flows between individual years so we have used a longer time period 
(5-8 years) to identify the trade patterns. The variations in the trade flows between individual 
years indicate that trade relations are generally short term and it is more like a spot market. 

With respect to coniferous lumber the dominating export markets are Armenia and Turkey 
followed by Azerbaijan and Iran with substantially smaller volumes. These are low price 
markets. 

With respect to non-coniferous lumber Turkey and Iran are the dominating export markets 
followed by UAE and with increasing volumes exported to China. There also relatively large 
volumes going to Italy and small volumes to other EU-countries but this can be regarded as 
illegal trade by EU due to the fact that EU rules require importers to implement procedures to 
ensure that wood is from legal sources. Therefore, unless certification is introduced in 
Georgia, these export markets may disappear very soon. Over time the requirement of 
certification will also be adopted by the other countries. 
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As stated earlier, the international markets demand high quality at competitive prices in order 
to be in business. Exported Georgian lumber exported must be regarded as low quality due 
to lack of kiln drying, limited quality sorting, substantial extent of wanes and not sharp-edged 
wood. 

Based on studies and data by GAIN (2010), Aksu et al (2011), Akyuz et al. (2013), RISI 
(2013), VEDP (2014) and TURKSTAT it can be concluded that Turkey must be regarded as 
an interesting market for Georgia. Turkey is the 16th largest economy in the world and has 
some 80 million inhabitants. The forest industry represents about 22% of the total 
manufacturing industry and is comprised of some 60,000 companies and employs about 
11% of all employment in Turkey. The country is a big producer and trader of wooden 
furniture, solid wood flooring and builders’ joinery products. Turkey is the leading producer of 
MDF in Europe with a rapid growth in new capacities and is the 4th largest producer of 
particleboard in Europe. The yearly consumption of industrial round wood is 12-13 Mm³ but 
the yearly harvest is only about 8 Mm³/year and mainly of low quality hardwood. So the 
country is heavily dependent on import of wood raw material and secondary wooden 
industrial products. There should be market opportunities for Georgia in exporting high 
quality non-coniferous lumber to Turkey. Another opportunity would be to export wood chips 
to the fast expanding panel industry in Turkey and use the low quality fuel wood, which today 
is subsidized and allocated to the rural population. With the rapidly expanding panel industry 
in Turkey it would probably be difficult to build up competitive panel capacity in Georgia for 
export. 

Iran is another potential export market. There is not any recent assessment of the Iranian 
forest sector. Arian et al (2007) made the latest available assessment. The GFA-team has 
interviewed these authors about the recent market development in Iran. Iran has about 72 
million inhabitants and a relatively young population, over half of which is under the age of 
24. Economic growth is stable for the moment but the long-term outlook is uncertain and will 
depend on the political development. The harvest is less than 1 Mm3 per year so the country 
is dependent on substantial import of wooden products. Possible products for Georgia to 
export are furniture, home furnishing wooden products and lumber. 

China has a rapidly growing import of forest and forest industrial products, which is an 
opportunity for Georgia. However, so far the Chinese markets have been extreme low priced 
ones. 

There are possibilities for Georgia to trade with the EU if products are certified, kiln dried, 
high quality and price competitive. This is not the case today. 

To be successful on the export markets market diligence is a must. Georgian companies are 
too inexperienced with respect to international markets and they are too small to be able to 
afford and to be capable to carry out relevant market diligence. Even if companies were to 
get together in a marketing cluster they would be too small for this challenge. To establish 
efficient market diligence, the state has to step in with financial support. 

7.3 Industrial Structure 

The existing forest industrial structure in Georgia is problematic. The dominating part of 
the industry (some 90%) is classified as small enterprises. About half of the existing sawmills 
and some 35% of the existing sawmilling capacity is assessed to be illegal industry, 

There is a lack of management experience, technical know-how, market knowledge 
and skills in the industry. The RERAM study (RERAM, 2016b) came to the same 
conclusion. In fact, many of the managers and owners of the industry have no or limited 
experiences of the forest sector, and often have a background in other sectors. As discussed 
above the managements lack knowledge of foreign markets, marketing in general and the 
knowledge of setting up sales strategies. 
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Machinery is most often inefficient and the industry is operating with inefficient 
production schemes. For example, Georgian sawmills are producing wet /green lumber 
instead of kiln dried leading to a price difference of about 100 GEL/m³ lumber. In addition, 
there is no systemic business planning and no quality control systems in place. 

All of the above leads to low quality product output and forces the industry to trade on low-
priced markets. 

The compounded result of all of these factors is that the industry is hardly competitive on 
either the domestic market or international markets. The RERAM study (RERAM, 2016b) 
came to the same conclusion. 

Thus, there is a huge backlog of education and training needs in the sector. The RERAM 
project ran an efficiency training programme with a handful of companies with promising 
results. This training should be extended to the broader industry and needs to be organized 
by the state together with the industry. 

7.4 Alternatives to Use Fuel Wood 

As identified in earlier sections, the allocation of fuel wood in the social wood programme 
constitutes a substantial financial loss for forestry and the state; it is reducing the value 
added generated in forestry and reduces the possibilities for re-investments in forestry. The 
problem gets worse when the illegal logging of fuel wood is taken into account. The total 
volumes used for fuel wood result in unsustainable forest management and are putting the 
existing forest capital at risk to vanish in the near term. 

Therefore, there is a need to find alternatives for the supply of rural energy by other means. 
As discussed in earlier sections, substantial wood waste is produced along the wood chain. If 
we use the earlier presented assessment of wood waste in legal felling and deduct the part 
potentially useable in the forest industry and assume 90% utilization degree we get a volume 
of 198,000-243,000 m³ of wood waste, which can be used for energy purposes. We can add 
the waste produced in sawmills. Based on the log volume used on the domestic market 
(taking imports and exports into account) by the sawmilling industry and the standard lumber 
yield figures reported by the World Bank et al (2005) we get a waste production at a 90% 
utilization rate of about 33,000-42,000 m³ in the coniferous lumber production in 2014. The 
corresponding number for non-coniferous lumber production is some 36,000-46,000 m³. The 
woodworking industry is also generating waste, which has been calculated based on the 
methodology described in the wood balance section with respect to assessment of the 
different subcategories of the woodworking industry. The waste is assessed to some 5,000-
7,500 m³ in 2014. In total it makes about 272,000-338,000 m³. 

This waste volume could be used for pellets production and used in specially designed 
heating stoves. Pellet stoves are much more energy efficient than the stoves currently being 
used for burning fuel wood. The pellets stoves may be twice as efficient as the fuel wood 
stoves. In that case the current demand on fuel wood can be reduced by 500,000-700,000 
m³ fuel wood. The demand can be substantially further decreased if the currently harvested 
fuel wood is used for pellets production. 

Pellet stoves are expensive compared with the simple stoves used by Georgia’s rural 
population. An alternative to pellets is briquettes, which have the advantage that they can be 
burned in traditional wood stoves. Trials being conducted by GIZ on behalf of the MoENRP 
will show how the efficiency of briquettes compares with burned solid wood. A simple way of 
reducing demand for wood fuel would be to extend the time between logging and burning to 
give the wood time to dry. The custom in Georgia is for freshly cut wood to be delivered to 
the house in September or October and burning to start in October or November. Harvesting 
the wood in the winter months when the moisture content is lowest and letting dry through 
the following spring and summer would increase efficiency substantially. 
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The study team was asked to assess the option of importing fuel wood from Ukraine. Round 
wood removals from Ukraine forests are about 18 Mm³ per year. The industrial round wood 
harvest is about 8 Mm³ and there is a category called 'wood for technological purposes' of 
4.5-5 Mm3. The fuel wood harvest is also 4.5-5 Mm³ per year. We know that the illegal 
logging is huge but we don't know how big it is. 

We also know that there is a pent-up demand on wood products in Ukraine. During the 
Soviet era and in the beginning of independence Ukraine imported 20-25 million m³/year 
from Russia and Belarus. Today there is no import but out of the 8 Mm³ harvested industrial 
wood about 4 Mm³ are exported as logs and lumber according to the official statistics. 

Of the officially harvested fuel wood of 4.5-5 Mm³, between 2.5-3 Mm³ is used by rural 
households. The rest is used for wood pellets and briquettes. Ukraine has a big industrial 
capacity for the production of pellets and briquettes. Until 3-4 years ago production was 
dominated by agriculture pellets from straw and husks and wood products were a minor 
proportion. Some 85-90% of the total production was exported. The products were perceived 
as too expensive on the domestic market. Ukraine also has a relative big production of 
charcoal, of which a large proportion is exported to Europe. 

In recent years the wood pellets production has gained substantial momentum. The official 
statistics report a production of 700,000 tons in 2015, which corresponds to a wood 
consumption of 3.9-4.0 million m³. This is in the neighbourhood of what can be used for 
pellets production at a sustainable level (Lakyda et al 2011). Ukraine has probably an 
industrial capacity for wood pellets production of over 1 million tonnes. 

The official statistics report a domestic consumption of pellets of 550,000 tons in 2015. If 
these numbers are right, Ukraine exported 150,000 tons of pellets in 2015 and this is 
expected to increase in 2016. 

There are no recent statistics available with respect to briquettes (either wood-based or 
agriculture based).  

The domestic consumption of wood pellets and briquettes is expected to increase over time 
due to uncertainties of volumes and prices on imported fossil fuels from Russia. Also the 
uncertain political situation in Ukraine is contributing to this development as well as an 
ageing and not maintained fleet of nuclear plants. 

Taking all the above into account it is unrealistic for Georgia to import any fuel wood from 
Ukraine. Ukraine wants to create value added of the low quality wood and will produce 
pellets and briquettes. A realistic import alternative for Georgia would be to import pellets and 
briquettes (based on wood or agriculture products). 

Corruption is a serious problem in Ukraine – it ranks 130th in Transparency International’s 
Corruption Perceptions Index – and Georgia would have to carry out substantial due 
diligence to ensure far as reasonable practical that it was not importing pellets or briquettes 
manufactured from illegal sources. 

In our opinion Georgia must depart from the social wood programme in order to improve the 
economy of forestry and Georgia must depart from the illegal logging in order to achieve 
sustainable forest management, maintain the forest capital and to get a sustainable forest 
sector from an economic point of view. The phasing out of the programme provided for in the 
draft new Forest Code is an important step. However, unless a determined effort is made to 
implement cost-effective alternatives, it is likely that the programme will have to be extended. 

More efficient use of wood is only one option for transforming the rural energy use in order to 
save the forests and all the values connected with these. But this is not enough. The 
government must look into a combination of possible options of wind energy, solar energy, 
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gas heating, etc together with sustainable biomass alternatives in order to find a sustainable 
solution to the rural energy problem. This is a pan-ministry task. 

7.5 Investment Environment 

The forestry component as well the forest industry and market development are under-
invested in Georgia. As discussed earlier the under-investment in forestry is partly a home-
made problem. The current legislation is a constraint for re-investments in forestry. The 
political priority on the social wood programme reduces the possibility to generate investment 
capital. Lack of firm handling of the illegal logging and illegal industrial production causes 
huge losses of financial means which potentially could be used for investments in forestry. 

As a result of under-investment the industry has difficulties to get out of the vicious circle of 
inefficient production-low quality-low priced markets. In the GFA-team’s interviews with the 
industry the lack of long-term investment credits was identified as a major bottleneck for 
development of the industry. 

Huge amounts of capital are needed to get the entire forest sector on a sustainable footing. It 
is likely that the demand for capital cannot all be provided internally in Georgia. International 
investors and international donors are required in order to fill the gap. Now, the conditions in 
Georgia with uncertain governance framework of the forest sector, uncertain data and future 
wood supply and the high rate of illegalities in the sector undermine international investors’ 
interest in the sector. 

The government and the industry have to work together to find ways to secure needed 
investment capital for a sustainable development of the sector.  
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8. Conclusions and recommendations 

The objective of the study was to assess whether an economically oriented sustainable 
forest management based on wood utilization can be established in Georgia. Under current 
conditions we conclude that that is not the case. 

But this can be changed. If the sector is transformed and logging and processing activities 
conducted on a legal, sustainable and transparent basis and wood sold at market prices, we 
estimate that the sector could generate an additional income from wood removals of 30 
MGEL (this being the current financial loss from the fuel wood programme within total 
removals of 680,000 m³), or an additional 10 MGEL per year if wood removals were reduced 

to the 288,000 m³ estimated by the NFA for the CENN (2016) study17 . 

In addition, the wood processing industry has an obsolete structure and a substantial part of 
it is based on illegal logging and illegal production. With a sound and legal structure, the 
industry would be able to improve its financial performance and financial contribution to the 
sector substantially. We have not been able quantify this potential improvement. 

In the former section we identified a number of current structural deficits in Georgia holding 
the sector back in order to establish a sustainable and functioning forest sector. These 
deficits contribute substantially to a meagre economic result in the sector. 

By reversing the illegalities, transforming the social wood programme, restructuring the forest 
industry and addressing the structural deficits identified by the study, the economic 
performance of the sector will improve substantially. 

If these new conditions can be reached, we assess that an economically oriented sustainable 
forest management based on wood utilization can be established in Georgia. Moreover, this 
new regime will also substantially increase the economic contribution to the Georgian 
society.  

Recommendations 

As stated in the introduction to the section on structural impediments, the conclusion by the 
GFA-team is that marginal improvements will not improve the sustainability and economic 
performance of the sector by much. Deep structural changes are required to achieve this. 

We make the following concrete recommendations that are most needed for real 
improvements. 

1. Establish an inter-ministry Commission on the “Mobilization of the Georgian forest 
sector”. The objective of the Commission should be to develop an economically viable 
concept and strategy for the sustainable development of Georgia’s forest sector. In this 
concept and strategy, the complete forest sector (forestry, industry, and markets) must be 
regarded as an integrated system. 

The Commission has to address all of the structural impediments and deficits discussed in 
section 7.  

The Commission should include and work in dialogue with the stakeholders of the sector 
in order to address the problems perceived by the interest groups in the sector. 

The developed concept and strategy should be agreed by the Government and adopted 
by Parliament to give it political backing.  

                                                

17 The figure of 40 MGEL a year was calculated by applying the prices in Error! Reference source not found. to the volume of 288,000 m3 
estimated by the NFA for the CENN study of fuel wood demand (CENN, 2016). 
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2. Establishment and work by the Commission will take time. Meanwhile speeding up efforts 
to complete the national forest inventory and improve the data quality for the rest of the 
sector is urgently needed. This information is crucial for the work of the Commission. The 
new data should be quality assured to guarantee a high degree of reliability. 

The illegalities in the sector are substantial and crucial with respect to the sector’s future. 

The efforts to prevent, detect and act on illegalities have to be strengthened and speeded 

up substantially. These efforts cannot wait for the results of the suggested Commission. 
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RISI Wood Biomass Markets. www.risiinfo.com (paywall). 

  

RWA (2003). Forest Sector Rationalization and Institutional Development Plan. 

Final Report and Strategic Action plan for Restructuring. RWA 

International Ltd, UK 

E Dig 

Savcor. 2005. Ensuring sustainability of forests and livelihoods through improved 

governance and control of illegal logging for economies in transition. 

E Dig 

http://www.risiinfo.com/
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Country Report – Georgia. The World Bank. Washington. 

Skogen (2016) Ukrainian contaminated wood. (In Swedish) Skogen # 9, 2016 S Pap 

State Audit Service of Georgia (2016). Management of Commercial Wood 

Resources.  

ქ Dig 

Torchinava, P. 2015. State of the World’s Forests (SOFO) 2016: “Forests and 

Agriculture – Land Use Challenges and Opportunities”. Country case-

study: GEORGIA. Final Report. FAO, Rome. 

E Dig 

US Department of State. 2015. Georgia Investment Climate Statement 2015. 

Washington DC. June 2015. 

E Dig 

VEDP (2014). Export Opportunities in the Turkish Wood Market. Virginia 

Economic Development Partnership, USA 

E Dig 

World Bank. 2014. Country Partnership Strategy for Georgia FY2014 – FY2017. 

Report Number 85251-GE. World Bank. Washington. 

E Dig 

World Bank. 2016. Doing Business 2016: Measuring Regulatory Quality and 

Efficiency. Washington, DC: World Bank Group. DOI: 10.1596/978-1-

4648-0667-4. License: Creative Commons Attribution CC BY 3.0 IGO 

E Dig 

World Experience for Georgia. 2014. Assessment of wood and agricultural residue 

biomass energy potential in Georgia. Prepared for UNDP under micro-

capital grant agreement for non-credit related activities of 26.06.14 

E Dig 

b) Web portals and online databases 

FAO Forest Production and Trade Statistics http://www.fao.org/forestry/statistics/84922/en/  

GeoStat online data portal http://geostat.ge/index.php?action=0&lang=eng  

Global Wood Organization (2014) International Log & Sawnwood Prices. 16-30th June, 
2014. http://www.globalwood.org/markets/timber_prices_2014/aaw20140602.htm 

GWMI (2016) Wood market information. Global Wood Markets Info. 
http://www.globalwoodmarketsinfo.com  

TURKSTAT Data on the forest industry and trade. http://www.turkstat.gov.tr  

UNECE Forest Resources and Forest Products and Trade databases 
http://www.unece.org/forests/fpm/onlinedata.html  

Wood Resources International Global Sawlog Price Index http://woodprices.com (paywall)  

World Bank country data portal http://data.worldbank.org/country/georgia  
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10. Appendices 

Annex 1. 

Terms of Reference for the Study  

(as amended during contract execution) 

  



69 

Terms of Reference: Wood Market Study for Georgia 

GIZ Ref. 81192592 

1. Objectives and tasks 

The overall objective of the market study is to clarify whether an economically oriented forest 

management based on wood utilisation can be established in Georgia18.  

The study should provide an overview of the available timber resources in Georgia, as well 

as describe and explain the existing supply chains of all accrued forest wood assortments, 

their further uses or processing until their final consumption. The firewood supply to the local 

population is of high importance.  

The focus and prime target of the market analysis is on the domestic market (private direct 

consumption and industry consumption) and the local wood industries in Georgia. However, 

export opportunities in neighbouring countries markets should also be examined. The local 

timber industries should be described. This should enable the forest industry companies in 

Georgia to present themselves and their products to domestic and international markets. At 

the same time, potential (foreign) forestry companies and investors should be able to obtain 

a preliminary overview of the market situation in Georgia.  

The legal and regulatory framework and obstacles of forest utilization, the production and 

marketing of wood products, the import and export of wood products, and the investment 

environment shall also be examined within the market study. 

2. Approaches 

Since the information base is frequently incomplete the market study should be developed in 

the form of scenarios. As a baseline scenario for the supply and utilisation of wood in 

Georgia, the current situation is to be described. Part of the input data for the baseline 

scenario can build on existing information (e.g., on the wood supply side: forest area, forest 

area in protective categories, tree species and age class distribution and growth), others will 

have to be formulated based on plausible assumptions (e.g., wood harvesting intensity, 

proportion of harvested assortments). It should be possible to parameterise other scenarios 

both on the supply and consumption side. On the supply side this could, for example, include 

an extension of protected forest areas, the increasing opening-up of productive forests 

through forest roads or a shift in the proportions of available assortments. On the 

consumption side it might, for example, be possible to illustrate the effect of increasing use of 

gas terminals in households on the need for firewood. 

The proposal will contain statements relating to the intended methodology. The developed 

scenarios need to be approved of by the customer. Since there is a lack of data for several 

aspects, conducting familiarising primary studies should be taken into account.  

                                                

18 The market study should present results that enable a comparison to alternative forest management systems in Georgia, for example, 
those established within the framework of internationally financed programmes which focus on biodiversity or carbon sequestration. 
The comparison itself is not part of the market study. 
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The wood market study is meant to develop a clear, precise terminological concept for 

forestry and timber utilization and should be used stringently. The potential wood utilisation 

should be differentiated according to the potentials which are given by the natural 

environment, those which are restricted due to the existing legal framework (e.g., no use of 

timber on slopes with an angle greater than 25°), and the potentials of actual wood utilisation 

in forest areas which can be accessed by machinery. For this purpose, it is advisable to 

develop a “subtractive approach” (total forest area minus forest area in protective categories, 

minus forest area on steep slopes, etc.). Experts have estimated the actual harvestable 

forest area in Georgia to be approximately 600,000 ha. Furthermore, the range of round 

wood assortments should also be clearly defined. For example, in the current forest practice 

it is quite common that tree stems which would be suitable for processing in sawmills due to 

their dimensions and quality are being used as firewood. The conceptual approach must be 

agreed upon with FPS in the inception phase. 

3. Sources 

The tendered market study may draw on many individual sources. However, it should be 

assumed that the information only partially reflects the reality, is often out of date, that the 

transferability of the results and experiences of individual regions or individual projects to the 

overall situation in Georgia is questionable, and that information is often only available in 

Georgian. 

Sources for forest condition (list is not exhaustive): 

 Forest management plans and forest management maps (these are mostly outdated, 

sometimes even from the 1990s; they provide basic data on forest cover, tree species 

proportions and stock; basic aggregated data is supposed to be available for the nine 

regions of the country; this, however, could not be verified) 

 Current forest inventory in one pilot region (Borjomi19), implemented by Geoland, Tbilisi 

 Forest inventory and forest mapping Kharagauli (2011), implemented by Unique forestry 

and land use GmbH, Freiburg 

Sources for timber sector factors (list is not exhaustive): 

 Excel file of the National Bureau of Statistics with a list of wood industry companies in 

Georgia, including names, addresses, phone numbers … 

 Main parameters of the Georgian national forest sector for the period from 2008-2013 

(see copy obtained from Mr. Mamuka Khoshtaria, Executive Director of the Georgian 

Woodworkers and Furniture Manufacturers Association, edited by Prof. Kandelaki from 

Agrarian University. Parameters include: turnover, number of enterprises, number of 

employees; separated into “forestry and wood production”, “wood processing industry” 

and “furniture manufacturing” 

 Import and export data from the Customs Office 

                                                

19 Final results of this inventory in Borjomi will be available shortly. 
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 The Economic and Social Impacts of Unsustainable Forest Management Practices and 

Illegal Logging on Rural Population of Georgia (see www.enpi-

fleg.ge/pdf/Final_Report_Executive%20Summary_eng.pdf) 

 Supporting the Development of the State Program on Providing Rural Population with 

Timber Forest Resources, including Firewood in Georgia (CENN-Project) 

 Issued firewood certificates (available at the level of the nine regions) 

 FAOStat on the production and foreign trade of forestry and timber products (see 

http://faostat3.fao.org/home/E) 

Regulatory framework (list is not exhaustive): 

 National Forest Concept for Georgia (2014) 

 Forest Code of Georgia (draft, should be adopted by Parliament mid-August) 

 Draft proposal “National Principles and Main Criteria for Sustainable Forest Management 

in Georgia” (March 2015) 

 Regulation of Forest Use (No. 242) 

The knowledge of experts should be included in all subsections. There are people and 

institutions within the country that can provide expertise on certain aspects of the study. 

These are (for example): 

 Employees of the specialist departments of the MENRP 

 CENN 

 Prof. Kandelaki  

 Georgian Woodworkers and Furniture Manufacturers Association 

4. Gaps and Obstacles 

Within Georgia, the natural environment, forestry, economic and social circumstances are 

very heterogeneous. In the recent past there have been repeated changes of basic forest 

policies and strategies. The responsibilities and organizational structures of the state 

authorities, including the main actors have also changed several times. The legal framework 

contains, to some extent, contradictory statements and numerous exceptions. The actual 

utilisation of wood is not always conducted within the legal framework. 

During the preparation of the market study it should therefore be assumed that 

 The available data often represent only a partial reality, 

 A significant part of the actual forestry and timber activities are not quantified in Georgia, 

 Experiences and results from individual projects or regions cannot necessarily be applied 

to other regions. 

The biggest disadvantage in implementing the market study is the current lack of a 

nationwide forest inventory, which would otherwise provide information on the forest area, 

tree species composition, potential uses, etc. Applicants for the wood market study must 

therefore provide a detailed concept for the derivation of potential forest uses. In the absence 

of a national forest inventory for Georgia, the market study will have a provisional status and 

should be updated accordingly once a national forest inventory has been conducted. 
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The supply of and demand for wood and wood products in Georgia occurs at the same time / 

coexist next to each other, albeit on different markets in Georgia. On one of the markets the 

prices are determined by political or social requirements (especially firewood), on the other 

the price is determined based on the economic model of supply and demand. Overall, this 

leads to a sub-optimal allocation of the resource wood, for example, the combustion of high-

quality wood assortments in private households. 

5. Outcomes 

The tendered market study only considers wood and wood products markets. Non-timber 

forest products (NTFPs) are excluded from the study. Also excluded is the production and 

use of charcoal20. The preparatory study was able to identify the following products and 

areas of application for wood in Georgia: firewood, saw logs, poles and posts, railway 

sleepers, lumber, roof trusses, pallets, furniture, parquet, doors and windows, stairs, fencing. 

The following outputs are expected: 

 Formulation of the present-day wood chain and quantification of its parameters 

“Realised / actual use of wood and wood products in Georgia in 2014” 

o by groups of tree species (hardwood / softwood) 

o by assortments (firewood / saw logs / other) 

o by utilisation (private households / sawmills / production of furniture / other 
industrial uses) 

o by origin (domestic production / import / export) 

o Estimation of the available wood (legal/illegal) quantities on the market for 
industrial uses 

Estimation of potential sustainable wood removals 

 Identification of factors in the wood chain and its legal, institutional and business 
environment that are limiting the economic gain from wood removals 

o Identification and recommendation of “no regrets measures” to address the 
most critical factors and to increase economic gain 

 Description of the forest industry sectors according to the number and size of companies, 
effect of employment, contribution to the GDP and type of products produced  

 Estimation of current actual domestic production of logs, sawn wood and furniture. 

 Description of typical wood flow chain for firewood and saw logs, including their quantities 
and stakeholders (including felling, transport and trade) until their respective end use 

 Description of the general social, political and economic situation in Georgia to clarify the 
environment for possible investments in the forestry and timber industry of Georgia 

 Description of the legal framework for investments by (foreign) companies in Georgia 

 Estimation of the imports and exports of logs, sawn wood and fuel wood.  

                                                

20 The production of charcoal is forbidden by law. 
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 Description on possibility to import timber for the purpose of reducing the fuel-wood 
consumption from Georgian sources; Estimation of its positive and negative sides. 

While compiling the market study, it is important to create links to other organisations and 

individuals who are dealing with similar issues (e.g., CENN for firewood utilisation). 

6. Time frame and work organisation 

The study is to be completed within the time frame stipulated in Article 6 of the Service 

Contract. Seasonally favourable time frames and the temporal integration into other projects 

need to be discussed with and approved by the customer. One of the international experts 

shall be the contact person for the customer with regard to all organisational and technical 

matters. This contact person will also coordinate the work of the project team and is 

responsible for the timely and complete submission of the various drafts of the market study. 

Each international expert will have to travel to Georgia twice. The first travel is for data 

collection and relevant discussions. After submission of the preliminary findings, validation 

meetings and workshops will take place in Georgia. The Contractor shall advise if and why 

the experts will work together as a team during the same time, or in a sequenced manner. 

For the participation in validation meetings and workshops it is compulsory that the experts 

attend together.  The Contractor will provide a draft report (market study) based on the 

results of the validation meetings and workshops. After receiving comments from the 

customer the Contractor will provide the final report within 14 days.  

NFA (Deputy Head Mr. Merab Machavariani) is the coordinator of the study and contact 

person for GIZ and the consultant. NFA will systematically involve FPS in the conduct of the 

study for ensuring sufficient stakeholder dialogue in the framework of the NFP, and for 

related implications on the policy and strategic framework for the development of the forest 

sector. 
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Annex 2. 

Survey of sawmills and secondary wood processing companies 
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In order to fill data gaps, verify statistical information and to obtain additional data about the 
distribution of lumber use in the sawmills and woodworking companies the GFA team carried 
out a survey of seven sawmills and eight wood-working companies.  

A specific questionnaire for each industry category (sawmills and woodworking companies 
separately) was drawn up. Below are presented the questions in the questionnaires: 

Questions for secondary wood processors  

What products to your manufacture? 

What percentage of the wood that you use to manufacture your products is lumber (sawn 
wood) and how much is other wood material (e.g. wood panels)? 

What percentage of the lumber you use is coniferous and what percentage is non-
coniferous? 

What price do you pay, per cubic metre or tonne, for (a) the coniferous lumber that you buy, 
(b) for the non-coniferous lumber that your buy? 

What percentage (by number of units or volume) of your coniferous based final products do 
you export and what percentage do you sell to customers in Georgia?  

What percentage (by number of units or volume) of your non-coniferous based final products 
do you export and what percentage do you sell to customers in Georgia? 

What is the price difference between products that you export and the products that you sell 
to Georgian customers (as a percentage)? 

Are any of your customers asking you to provide certified wood products, e.g. FSC (Forest 
Stewardship Council); PEFC (Programme for the Endorsement of Forest Certification 
Schemes)? 

Which countries do you export to and what was the sales value of those exports in 2015? 

What are the hindrances/bottlenecks for you to keep your industry economically sustainable? 

What policy changes does the government need to make in order to get your industry 
economically sustainable? 

Questions for woodworking companies 

What are your average log costs at mill site of coniferous respectively non-coniferous logs in 
GEL/m³?  

What average price do you get at the domestic market for coniferous respectively non-
coniferous lumber in GEL/m³ lumber? (Or a relation in percentage to the log price they 
have at mill site) 

What average prices do you get at export of coniferous respectively non-coniferous lumber in 
GEL/m³ lumber? (Or a relation in percentage to the log price they have at mill site)  

What are the average import prices of coniferous respectively non-coniferous lumber? 

What are the hindrances/bottlenecks for you to keep your industry economically sustainable? 

What policy changes does the government need to make in order to get your industry 
economically sustainable? 
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Annex 3. 

Glossary of terms relevant to the wood market with definitions and English and 

Georgian equivalents 
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Notes: 

1. “JFSQ” means that the term and its definition have been taken from the Eurostat/FAO/ECE/ITTO Joint Forest Sector Questionnaire. 

2. “JFSQ*” means that the term and its definition have been taken from the Eurostat/FAO/ECE/ITTO Joint Forest Sector Questionnaire but 
with some adapation of the definition, e.g. shortening. 

ინგლისური ტერმინი  
 

ქართულად ნათარგმნი განმარტება ქართული ტერმინი 

article of wood something that is made from wood and 
in which the wood is in solid form 

ის რაც მზადდება ხისაგან და სადაც ხე 

წარმოდგენილია მყარი ფორმით 

მერქნისნაწარმი 

bark the hard outer covering of a tree ხის მაგარი, გარეთა ნაწილი ქერქი 
barrel a round, usually wooden, container with 

curved sides and flat ends 
მრგვალი, როგორც წესი ხის კონტეინერი 

დამუშავებული გვერდებითა და 

ბრტყელი ძირით 

ხელკასრები 

battenboard a type of paneling that has alternating 
wide boards and narrow wooden strips, 
called battens. 

მოპირკეთებული ფილის სახე, სადაც ხის 

განიერ ზოლებს მონაცვლეობით მოჰყვება 

ხის ვიწრო ზოლები,  სადურგლო ბილებს 

უწოდებენ 

სადურგლო ფილები 

beading a narrow strip of wood that is used for 
decorating or edging furniture and 
doors 

ხის ვიწრო ზოლი, რომელიც გამოიყენება 

დეკორატიული მიზნით ან ავეჯისა და 

კარებების კიდეებისთვის 

ნახევრადმომრგვალებ

ულინარიმანდისშეერთ

ებისსახით 
beam a long thick straight-sided piece of 

wood (or metal, concrete, etc) 
especially one used as a horizontal 
structural member 

გრძელი, სქელი, სწორ გვერდებიანი ხის 

ნაწილი (ან ლითონის, ბეტონის, ა.შ.) 

განსაკუთრებით გამოიყენება 

მშენებლობაში როგორც 

ჰორიზონტალური სტრუქტურის 

ელემენტი 

კოჭი 

billet a thick piece of wood ხის მსხვილი ნაწილი კუნძი 
blockboard a type of plywood in which soft wood 

strips are bonded together and 
sandwiched between two layers of 
veneer 

ფანერის ტიპი, სადაც რბილი მერქნის 

ზოლები ერთმანეთს უკავშირდება  და 

მოქცეულია ფანერის ორ ფენას შორის 

ძელური ფილები 
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block +a solid piece of material such as wood 
that has flat sides and is usually square 
or rectangular in shape 

მასალის მყარი ნაწილი, როგორიცაა 

მერქანი, რომელსაც აქვს ბრტყელი 

გვერდები და და ჩვეულებისამებრ არის 

კვადრატული ან მართკუთხა ფორმის  

ძელაკები 

box pallet a flat transport structure that supports 
goods in a stable fashion while being 
lifted by a forklift, pallet jack, front 
loader, work saver, or other jacking 
device, or a crane. 

ტრანსპორტის ბრტყელი სტრუქტურა, 

რომელიც აჩერებს საქონელს მაშინ 

როდესაც საქონელი მაღლა იწევა 

მტვირთავის ან სხვა სახის მტვირთავი 

მექანიზმის ან ამწე კრანის მეშვეობით 

ქვეში ბორტი 

box a rigid typically rectangular container 
with or without a cover 

ხისტი, როგორც წესი მართკუთხა 

კონტეინერი საფარით ან საფარის გარეშე 

კოლოფი 

briquette a compressed block of combustible 
biomass material used for fuel 

ბიომასის საწვავი მასალისაგან 

დაპრესილი  ბლოკი, რომელიც 

გამოიყენება საწვავად 

ბრიკეტი 

builders joinery and 
carpentry of wood 
(JFSQ) 

Windows, doors and coverings thereof 
as well as cellular wood panels, 
assembled parquet panels, shingles 
and 
shakes. 

ფანჯრები, კარებები და მოპირკეთებული 

მასალა, ასევე ხის პანელები, აწყობილი 

პარკეტის პანელები, ყავარები და 

სახურავის სოლყავარები 

ნაწარმისადურგლოდას

ახუროოხის, 

სამშენებლო 

cable drum a round, drum-shaped object used to 
carry various types of electrical wires. 

მრგვალი, ბარაბანის ფორმის ობიექტი, 

რომელიც გამოიყენება სხვადასხვა ტიპის 

ელექტროსადენების გადასაადგილებლად 

საკაბელო ბარაბანი 

case a box or receptacle for holding 
something 

ყუთი ან სათავსო რაღაცეების შესანახად კოლოფი 

casket a small chest or box for jewelry or other 
valuable things 

პატარა ყუთი საიუველირო ნივთების ან 

სხვა ძვირფასეულობისათვის 

ზარდახში 

cask a container that is shaped like a barrel 
and is used for holding liquids 

კონტეინერი, რომელსაც აქვს ხელკასრის 

ფორმა და გამოიყენება სითხის შესანახად 

კასრი 

chamfered having a slanted surface or edge დახრილი ზედაპირის ან გვერდის მქონე ნარანდიანი 



79 

charcoal a black amorphous form of carbon 
made by heating wood or other organic 
matter in the absence of air: used as a 
fuel, in smelting metal ores, in 
explosives, and as an absorbent. 

შავი ამორფული ფორმის ნახშირბადი, 

რომელიც მიიღება ხის ან სხვა ორგანული  

ნივთიერებების გაცხელებით ჰაერის 

არარსებობის პირობებში: გამოიყენება 

როგორც საწვავი, ლითონის დნობის 

მადნებში, ასაფეთქებლებში და როგორც 

შთანმთქმელი 

ნახშირი 

wood charcoal charcoal made from wood ხისგან მიღებული ნახშირი ხის ნახშირი 
chip (wood chip) medium-sized solid material made by 

cutting, or chipping, larger pieces of 
wood. Woodchips may be used as a 
biomass solid fuel and are raw material 
for producing wood pulp. 

საშუალო ზომის მყარი მასალა, რომელიც 

მიიღება ხის მოზრდილი ნაწილის ჭრის ან 

მსხვრევის შედეგად. ნაფოტები 

შესაძლებელია გამოყენებულ იქნეს 

ბიომასისგან დამზადებულ მკვრივ 

საწვავად და წარმოადგენენ ნედლეულს 

ქაღალდის  დასამზადებლად 

ნაფოტი  

chipped described wood that has been given 
square edges by chipping instead of 
sawing 

ხე, რომლის კიდეებსაც  დაჩეხვის 

შედეგად აქვს კვადრატული ფორმა და არა 

მოხერხილი 

დაპობილი 

coniferous (JFSQ*) 
 

Classified botanically as 
Gymnospermae, e.g. Abies spp., 
Araucaria spp., Cedrus spp., 
Chamaecyparis spp., Cupressus spp., 
Larix spp., Picea spp., Pinus spp., 
Thuja spp., Tsuga spp., etc.  

ბოტანიკურად კლასიფიცირებულია 

როგორც Gymnospermae, მაგ. Abies spp., 

Araucaria spp., Cedrus spp., Chamaecyparis 

spp., Cupressus spp., Larix spp., Picea spp., 

Pinus spp., Thuja spp., Tsuga spp., etc. 

წიწვოვანი 

cork a buoyant light brown substance 
obtained from the outer layer of the 
bark of the cork oak (Quercus suber) 

მოქნილი ღია ყავისფერი ნივთიერება, 

რომელიც მიიღება კორპის მუხის (Quercus 

suber) ქერქის გარე ფენისგან 

კორპი 

crate an open box of wooden slats or a 
usually wooden protective case or 
framework for transporting goods 

ხის კადონების ღია ყუთი ან 

ჩვეულებრივი ხის დამცავი კონტეინერი 

ან უბრალო ბუდე საქონლის 

ტრანსპორტირებისათვის 

შესაფუთი კალათები 
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densified wood wood which has been impregnated with 
resin and subjected to a high pressure 
to increase its density and strength. 

ფისით გაჟღენთილი ხე, რომელიც 

ექვემდებარება მაღალ წნევას  რათა 

გაიზარდოს მისი სიმკვრივე და სიძლიერე 

მერქანი დაწნეხილი 

drum a cylindrical object used transporting 
goods. 

ცილინდრის ფორმის საგანი, რომელიც 

გამოიყენება საქონლის 

ტრანსპორტირებისათვის 

გოდორი 

end-jointed lengths of wood formed from pieces 
that are joined together at their ends; 
the joint looks like interlaced fingers. 

ნაწილებისაგან შემდგარი ხის სიგრძე, 

სადაც ეს ნაწილები შეერთებულია 

ერთმანეთთან ბოლოში; შეერთების 

ადგილი წააგავს გადაჯვარედინებულ 

თითებს 

ტორსული შეერთების 

მქონე 

exports  goods of domestic origin or 
manufacture that are shipped out of the 
country. 

ადგილობრივი წარმოშობის ან წარმოების 

საქონელი, რომელიც ტრანსპორტირდება 

ქვეყნის გარეთ. 

ექსპორტი 

faggot a bundle of sticks, twigs, or branches 
bound together 

ერთად შეკრული ჯოხების, ტოტების ან 

წკნელების კონა 

ფიჩხის კონა 

fibreboard (JFSQ) A panel manufactured from fibres of 
wood or other ligno-cellulosic materials 
with the primary bond deriving from the 
felting of the fibres and their inherent 
adhesive properties (although bonding 
materials and/or additives may be 
added in the manufacturing process). It 
includes fibreboard panels that are flat-
pressed and moulded fibreboard 
products. It is an aggregate comprising 
hardboard, medium density fibreboard 
(MDF) and other fibreboard. It is 
reported in cubic metres solid volume 

ხის ბოჭკოს ან სხვა ლინოცელულოზური 

მასალისაგან დამზადებული პანელი  

პირველადი შემკვრელით, რომელიც 

ბოჭკოების შემჭიდროებით და მათი 

ბუნებრივი ადგეზიური თვისებებიდან 

მიიღება (თუმცა შესაძლოა შემკვრელი 

მასალა და/ან დამატებითი ნივთიერებები 

დაემატოს დამზადების პროცესში). 

მოიცავს პრესით გაბრტყელებულ  

მერქანბოჭკოვან ფილებს და მათ 

ფორმირებულ პროდუქტებს. ესაა 

შემავსებელი და შედგება დაგრუნტული 

მერქანბოჭკოვანი ფილისგან, საშ. 

სიმკვრივის მერქანბოჭკოვანი ფილისგან 

(მდფ) და სხვა მერქანბოჭკოვანი 

ფილები 

მერქანბოჭკოვანი 
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ფილებისაგან. განიხილება კუბური 

მეტრების მყარ მოცულობაში 
firewood (generic) wood that is burned in a stove or open 

fire. 
ხე, რომელიც იწვება ღუმელში ან ღია 

ცეცხლში 

შეშა 

frieze a sculptured or richly ornamented band სკულპტურა ან მდიდრულად 

ორნამენტირებული სალტე 

ფრიზი 

fuel wood (generic) wood used as fuel for purposes such as 
cooking, heating or power production. 

ხე, რომელიც გამოიყენება საწვავად ისეთი 

მიზნებისათვის, როგორიცაა საჭმლის 

მომზადება, გათბობა ან 

ელექტროენერგიის წარმოება 

სათბობი ხე-ტყე 

glue-laminated timber  a type of structural timber composite 
made by gluing together laminates to 
produce large section structural 
components that can be straight or 
curved. 

სტრუქტურული მერქნის კომპოზიტი, 

მიიღება ლამინატების შეწებებით, რათა 

შექმნას დიდი სექციური სტრუქტურული 

კომპონენტები, რომლებიც შესაძლებელია 

გასწორდეს ან დაიგრიხოს 

წებოვან-შრიანი ხე-

ტყის მასალა 

grooved describing lengths of wood in which 
one or more long narrow channels 
(grooves) have been cut 

ხის მასალის სორტიმენტები, სადაც 

ამოჭრილია ერთი ან მეტი ვიწრო არხი 

(თხემები) 

თხემებით 

hardboard (JFSQ) fibreboard made by a wet process, of a 
density exceeding 0.8 g/cm3. It 
excludes similar products made from 
pieces of wood, wood flour or other 
ligno-cellulosic material where 
additional binders are required to make 
the panel; and panels made of gypsum 
or other mineral material. It is reported 
in cubic metres solid volume. 

მერქანბოჭკოვანი ფილა, მიღებული 

სველი პროცესისაგან ან სიმკვრივისაგან 

რომელიც მეტია 0.8 გ/სმ3. გამორიცხავს 

ხის ნაჭრებისაგან, ხის ფქვილისაგან ან 

სხვა  ლინოცელულოზური მასალისაგან 

დამზადებულ მსგავს პროდუქტებს, 

რომლებიც მოითხოვენ მეტ შემკვრელს 

ფილის დასამზადებლად; პანელები, 

დამზადებული თაბაშირის ან სხვა 

მინერალური მასალისაგან. განიხილება 

კუბური მეტრების მყარ მოცულობაში 

მერქან ბოჭკოვანი 

ფილა 

heartwood the older harder non-living central wood 
of trees that is usually darker, denser, 

უფრო ხნოვანი არაცოცხალი მერქანი 
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less permeable, and more durable than 
the surrounding sapwood 

ცენტრალური ხის ნაწილი, რომელიც 

უფრო მუქი, მკვრივი, ნაკლებად 

შეღწევადი და უფრო გამძლეა ვიდრე 

გარშემო მყოფი ცილა  
hoopwood wood used for making the curved sides 

of barrels 
ხე, რომელიც გამოიყენება კასრის 

მომრგვალებული გვერდებისათვის 

მერქანი საკასრე 

imports  Goods that are shipped into a country 
for domestic consumption or 
processing. 

საქონელი, რომელიც ტრანსპორტირდება 

ქვეყანაში შიდა მოხმარებისთვის ან 

დამუშავებისთვის 

იმპორტი 

industrial Roundwood 
(JFSQ) 

All roundwood except wood fuel. In 
production statistics, it is an aggregate 
comprising sawlogs and veneer logs; 
pulpwood, 
round and split; and other industrial 
roundwood. 

ყველა  მრგვალი ხე-ტყის მასალა მერქნის 

საწვავის გარდა. სტატისტიკის მიხედვით, 

შემავსებელია, რომელიც შედგება სახერხი 

და საფანერე მორებისაგან, რბილი 

მერქნისგან. მრგვალი და დაპობილი; სხვა 

სამრეწველო მრგვალი ხე-ტყე 

სამრეწველო მრგვალი 

ხე-ტყის მასალა 

laminated wood Several thin layers of wood and 
adhesives that are built up to make a 
single board 

რამდენიმე თხელი, შეწებებული  შრე ხისა 

და ადგეზივისა, რომლებიც ერთ ცალკე 

ფილას ქმნიან 

შრეული მერქანი 

laminboard Thick compound board with a core 
that's usually made up of small strips, 
glued together at right angles and with 
a surface of other woods. 

სქელი შედგენილი ფილა პატარა 

ზოლებით შედგენილი გულით, 

შეწებებული სწორი კუთხით დ 

ზედაპირით სხვა ხის მასალისაგან 

მრავალშრიანი ფილები 

log a usually large section of a trunk or limb 
of a fallen or felled tree. 

ხის ღერის დიდი ნაწილი ან წაქცეული ან 

მოჭრილი ხის ტოტი 

მორი 

lumber (see sawnwood)    
medium density 
fibreboard (MDF) 
(JFSQ) 

fibreboard made by a dry process. 
When density exceeds 0.8 g/cm3, it 
may also be referred to as “high-density 
fibreboard”(HDF). It is reported in cubic 
metres solid volume. 

მერქანბოჭკოვანი ფილა, მიღებული 

მშრალი პროცესისაგან. როცა სიმკვრივე 

აჭარბებს 0.8 გ/სმ3, შეიძლება ვუწოდოთ 

„მაღალი სიმკვრივის მერქანბოჭკოვანი 

ფილა“ ”(HDF). განიხილება კუბური 

საშუალო სიმკვრივის 

მერქანბოჭკოვანი 

ფილები (MDF) 
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მეტრების მყარ მოცულობაში 
moulded (see “mouldings”)  ფასონური 
mouldings (e.g. for 
frames for paintings, 
photographs, mirrors) 
  

Strips of wood shaped with contours for 
decoration or ornament. 

ხის ნაჭრები ფორმირებული კონტურებით 

დეკორაციის ან ორნამენტის მიზნით 

ბაგეტი (მ. სურათების, 

ფოტოგრაფიებისა და 

სარკეების ჩარჩოების 

დასამზადებლად) 

non-coniferous (JFSQ*) Classified botanically as 
Angiospermae, e.g. Acer spp., 
Dipterocarpus spp., Entandrophragma 
spp., Eucalyptus spp., Fagus spp., 
Populus spp., Quercus spp., Shorea 
spp., Swietonia spp., Tectona spp., etc.  

ბოტანიკურად კლასიფიცირებულია 

როგორც Angiospermae, მაგ. Acer spp., 

Dipterocarpus spp., Entandrophragma spp., 

Eucalyptus spp., Fagus spp., Populus spp., 

Quercus spp., Shorea spp., Swietonia spp., 

Tectona spp., და სხვა 

ფოთლოვანი 

oriented strandboard 
(OSB) (JFSQ) 

A structural board in which layers of 
narrow wafers are layered alternately at 
right angles in order to give the board 
greater 
elastomechanical properties. The 
wafers, which resemble small pieces of 
veneer, are coated with e.g. waterproof 
phenolic resin glue, interleaved 
together in mats and then bonded 
together under heat and pressure. The 
resulting product is a solid, uniform 
building panel having high strength and 
water resistance. It excludes 
waferboard. It is reported in cubic 
metres solid volume. 

სტრუქტურული ფილა ვაფლისმაგვარი 

ფირფიტების შრეებით, რომლებიც 

დაწყობილი შრედ ალტერნატიულად 

სწორი კუთხეებით რათა მიანიჭოს ფილას 

მეტი ელასტომექანიკური თვისე- ბები. 

ფირფიტება გავს ფანერის პატარა ნაჭრებს, 

დაფარულია წყალგაუმტარი ფენოლინის 

რეზინის წებო- თი, დაშრევებულია და 

შემ- დეგ შეწებებულია ცხლად წნევის 

ქვეშ. შედეგი - პრო- დუქტი არის მყარი, 

ერთგვა- როვანი სამშენებლო ფილა 

მაღალი გამძლეობით და 

წყალგაუმტარობით, გამორიცხავს 

ვაფლისმაგვარ ფილას. განიხილება 

კუბური მეტრების მყარ მოცულობაში 

ფილები 

ორიენტირებული 

ბურბუშელით (OSB) 

ornament a small, fancy object that is put on 
something else to make it more 
attractive 

პატარა, ლამაზი ობიექტი, რომელიც 

რაღაც სხვაზე ყენდება, რათა იგი უფრო 

მიმზიდველი გახადოს 

დეკორატიული 

ნაწარმი 

other industrial Industrial roundwood (wood in the სამრეწველო მრგვალი მორი (უხეშად - ხე- სხვა სამრეწველო 
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roundwood (JFSQ*) rough) other than sawlogs, veneer logs 
and/or pulpwood. It includes 
roundwood that will 
be used for poles, piling, posts, fencing, 
pitprops, tanning, distillation and match 
blocks, etc. 

ტყე) გარდა სახეხი და საფანერე მორებისა 

და/ან რბილი მერქნისა. მოიცავს მრგვალ 

ხე-ტყეს,რომელიც გამოიყენე ბა 

ბოძებისათვის, ღობეებისათვის, 

საყრდენებისათვის, თრიმლვისათვის, 

ასანთის მაგვარი მორებისათვის სხვა 

მრგვალი მორი 

other manufactured 
wood products (JFSQ) 

Tools, tool handles, broom or brush 
bodies and handles, boot or shoe lasts 
or trees; clothes hangers, coffins and 
other articles of wood. 

ინსტრუმენტები, ინსტრუმენტის 

სახელურები, ცოცხებისა ან ფუნჯის 

ნაწილები და სახელურები, ფეხსაცმლის 

კალაპოტი,  ტანსაცმლის საკიდები, 

კუბოები და სხვა. 

ხისგან წარმოებული 

სხვა პროდუქტები 

packing case (of wood) a large strong box in which goods are 
packed for transportation or storage 

დიდი ძლიერი ყუთი, რომელშიც 

თავსდება საქონელი შესანახად ან 

ტრანსპორტირებისათვის 

ყუთები 

pallet a flat transport structure that supports 
goods in a stable fashion while being 
lifted by a forklift, pallet jack, front 
loader, work saver, or other jacking 
device, or a crane. 

ბრტყელი სატრანსპორტო სტრუქტურა 

საქონლის მყარი გადატანისათვის 

ტვირთმზიდით, ამწე კრანით, 

ჩანგლისმაგვარი ამწეთი, და სხვა 

დომკრატის პრინციპით მომუშავე 

მზიდებით ტრანსპორტირებისას  

ქვეში 

parquet small pieces of wood that are fitted 
together to form a patterned surface 
such as a floor 

ხის პატარა ნაწილები, რომლებიც ერთად 

ეწყობა რათა შეიქმნას მოხატული 

ზედაპირი, როგორიცაა იატაკი 

პარკეტი 

particle (of wood) small-sized solid material made by 
cutting, or chipping, larger pieces of 
wood. 

მცირე მოცულობის მყარი მასალა, მიიღება 

უფრო დიდი მოცულობის ხის ნაჭრების 

დაჭრის ან დაპობის შედეგად 

ბურბუშელა 

particle board flat board masde from woodchips, 
sawdust, wood residues and so on that 
are bound or glued together 

ბრტყელი ფილა, მიიღება ნაფოტების, 

ნახერხის, ხის მასალის ნარჩენებისაგან  

ა.შ. და მათი შემდგომი შეწებებისაგან 

ფილები 

მერქანბურბუშელი 

peeled (wood) describing a sheet of wood peeled from 
a log or sawnwood by a rotary blade; 

ხის ფურცელი, ათლილი მორიდან ან შპონახდილილი 
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i.e. a veneer sheet დახერხილი მასალიდან როტაციული 

დანით, მაგ. შპონის ფურცელი 
pellet (of wood) a small, rounded, compressed mass of 

combustible biomass material (in this 
case, wood) used for fuel 

მცირე ზომის, მომრგვალებული, 

დაწნეხილი მასა აალებადი ბიომასის 

მასალისაგან (ამ შემთხვევაში - ხისაგან), 

რომელიც გამოიყენება საწვავად 

გრანული 

picket (of wood) A pointed wooden stake that is driven 
into the ground, typically to form a 
fence. 

მიმართულების მქონე (წაწვეტილი) ხის 

ჯოხი, რომელიც ერჭობა მიწაში, ზოგადად 

ღობის შესაქმნელად 

სარი 

pile (of wood) a length of wood that is driven into the 
ground to serve as a foundation for a 
building or other type of construction 

ხის ნაჭერი, ესობა მიწაში ფუნდამენტის 

სახით შენობისა ან სხვა ტიპის 

კონსტრუქციისათვის 

ხის ხიმინჯები 

planed describes wood that has had one or 
more surfaces smoothed by a sharp 
edged tool (a plane) applied by hand or 
machine 

ხის მასალა, რომლიდანაც ერთი ან 

რამდენიმე ზედაპირი ათლილია ბასრი 

ინსტრუმენტით (შალაშინი), ხელთ ან 

მექანიკურად 

გარანდული 

plywood (JFSQ) A panel consisting of an assembly of 
veneer sheets bonded together with the 
direction of the grain in alternate plies 
generally at 
right angles. The veneer sheets are 
usually placed symmetrically on both 
sides of a central ply or core that may 
itself be made from a veneer sheet or 
another material. It includes veneer 
plywood (plywood manufactured by 
bonding together more than two veneer 
sheets, where the grain of alternate 
veneer sheets is crossed, generally at 
right angles); core plywood or 
blockboard (plywood with a solid core 
(i.e. the central layer, generally thicker 
than the other plies) that consists of 

ფილა შეწებებული შონის ფურცლებიდან, 

ბოჭკოს მიმართულებით ალტერნატიულ 

შრეებში სწორი კუთხით. შპონის 

ფურცლები თავსდება სიმეტრი    

ულად ორივე მხარეზე ცენტრალური 

შრისა ან გუ ლისა, რომელიც თავად 

შეიძლება   იყოს შპონის ფურცლით ან 

სხვა მასალით გაკეთე ბული. ეს მოიცავს 

შპონის ფანერას (ფანერი, დამზადებული 

ორზე მეტი შპონის ფურცლისშეწებებით 

სადაც ალტერნატიული შპონის 

ფურცლების ბოჭკო გადაკვეთილია სწორი 

კუთხით); გულის ფანერი (ფანერი მყარი 

გულით, ანუ ცენტრალური ჭრე სხვა 

შრეებზე სქელია), რომელიც შედგება 

ფანერი 
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narrow boards, blocks or strips of wood 
placed side by side, which may or may 
not be glued together); cellular board 
(plywood with a core of cellular 
construction); and composite plywood 
(plywood with the core or certain layers 
made of material other than solid wood 
or veneers). It excludes laminated 
construction materials (e.g. glulam), 
where the grain of the veneer sheets 
generally runs in the same direction. It 
is reported in cubic metres solid 
volume. Non-coniferous (tropical) 
plywood is defined as having at least 
one face sheet of non-coniferous 
(tropical) wood. 

ვიწრო ფილებისაგან, ბლოკირებს ხეს, 

რომელიც განთავსებულია გვერდით, 

რომელიც შეიძლება ან არ შეიძლება 

შეწებდეს); ცელუ- ლოზური ფილა 

(ფანერი ცელულოზური გულით);  და 

კომპოზიტური ფანერი (ფანერი  ფილა 

(ფანერი ცელულოზური გულით);  და 

კომპოზიტური ფანერი (ფანერი გულით 

ან რაღაც შრეებით, დამზადებული ნებ. 

მასალისაგან გარდა მყარი ხისა და 

შპონისა); გამორიცხავს ლამინირებულ 

სამშ. მასალას, მაგ. შეწებებულ მერქანს), 

სადაც შპონის ფურცლების ბოჭკო იმავე 

მიმართულებით მიდის.  განიხილება 

კუბური მეტრების მყარ მოცულობაში. 

არაწიწვოვანი (ტროპიკული) ფანერი განმა 

რტებულია როგორც მინიმუმ 

ერთზედაპირიანი ფურცელი 

არაწიწვოვანი (ტროპიკული) ხის 

მასალისა 
post (of wood) A long, sturdy piece of timber set 

upright in the ground and used as a 
support or marker 

გრძელი, მყარი მერქნის ნაჭერი, სწორად 

განთავსებული მიწაში და გამოიყენება 

როგორც საყრდენი ან მარკერი 

დგარები  

prefabricated building a building the walls and roof of which 
are made before being transported to 
the construction site  

ნაგებობა, რომლის კედლები და სახურავი 

დამზადებულია სამშენებლო ობიექტამდე 

ტრანსპორტირე ბამდე 

ასაწყობი ნაგებობა 

pulpwood (JFSQ*) Roundwood that will be used for the 
production of pulp, particleboard or 
fibreboard. 

მრგვალი ხე-ტყე, გამოიყენება მერქნის, 

მერქანბურბუშელის და მერქანბოჭკოვანი 

ფილების დასამზადებლად   

რბილი მერქანი 

rebated when an edge of a piece of wood has 
been cut to form a step, usually as part 

როცა ხის ნაჭრის კიდე მოჭრილია და 

ქმნის ნაჭდევს, რომელიც მუხლის 

ღარებით 
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of a joint. ნაწილია ჩვეულებრივ 
removals (generic) 
 

The quantity of wood removed from 
forests for use in one form or another. 
The JFSQ definition of removals 
includes wood removed from trees 
outside forests.  

ტყეებიდან გამოტანილი ხე-ტყის 

რაოდენობა, ამა თუ იმ ფორმით 

გამოყენებისათის. JFSQ განმარტებით: ხე-

ტყე, მოცილებული ხეებიდან ტყის გარეთ.  

ხე-ტყის დამზადება 

removals (JFSQ*) The volume of all trees, living or dead, 
that are felled and removed from the 
forest, other wooded land or other 
felling sites. It includes natural losses 
that are recovered (i.e. harvested), 
removals during the year of wood felled 
during an earlier period, removals of 
non-stem wood such as stumps and 
branches (where these are harvested) 
and removal of trees killed or damaged 
by natural causes (i.e. natural losses), 
e.g. fire, windblown, insects and 
diseases. It excludes bark and other 
non-woody biomass and any wood that 
is not removed, e.g. stumps, branches 
and tree tops (where these are not 
harvested) and felling residues 
(harvesting waste). It is reported in 
cubic metres solid volume underbark 
(i.e. excluding bark).  

მოცულობა ყველა ხის, ცოცხალის და 

არაცოცხალის, რომელიც ჭრება და 

გამოიტანება ტყიდან. შეიცავს ბუნებრივ 

დანაკარგებს, რომელიც აღსდგება (მაგ. 

მოჭრა), ნარჩენები ტყის წლის 

განმავლობაში, როცა ტყე მოჭრილია 

უფრო ადრეულ პერიოდში, ნარჩენები 

არაღე- როვანი ხე-ტყისა, მაგ. 

კუნძები,ტოტები და ბუნებრ. მიზეზებით 

დაზიანებული ან მკვდარი ხეებისა(ანუ 

ბუნებრივი დანაკარგები), მაგ. ხანძარი, 

ქარი,მწერები, დაავადებები. გამორიცხავს 

ქერქს და სხვა ხის არაშემცველ ბიომასას 

და ხეს, რომელიც არ გამოიტანება -

კუნძები, ტოტები და ჭრის ნარჩენები. 

განიხილება კუბური მეტრების მყარ 

მოცულობაში ქვექერქად (ანუ 

გამორიცხავს ქერქს) 

ხე-ტყის დამზადება 

roughly squared describing roundwood, including 
sawlogs, that has had its rounded 
circumference reduced so that it has a 
square rather than circular profile. 

მრგვალი ხე-ტყე, მათ შორის სახერხი 

მორი მრგვალი გარშემოწერილობით, 

შემცირებული ისე, რომ აქვს უფრო 

ტლანქი ვიდრე მომრგვალებული 

პროფილი 

ტლანქად დაძელვილი 

roundwood (JFSQ*) Wood in its round form, or split, roughly 
squared or in other form - e.g. 
branches, roots, stumps and burls 

ხე-ტყე მრგვალი ფორმით, ან დაპობილი, 

დაძელვილი ან სხვა ფორმით - 

მრგვალი ხე-ტყე 
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(where these are harvested) - and 
wood that is roughly shaped or pointed.  

ტოტები,ფესვები, კუნძები - და ხე-ტყე, 

ტლანქად დაძელვივლი ან 

წამახვილებული 
sanded where one or more surfaces has been 

smoothed by applying an abrasive 
material 

როდესაც აბრაზიული მასალის 

გამოყენებით ზედაპირის ერთი ან მეტი 

ფენა მოცილებულია და ზედაპირი 

გლუვია 

გახეხილი 

sapwood the softer part of the wood between the 
inner bark and the heartwood 

ხის რბილი ნაწილი შიდა ქერქსა და გულს 

შორის  

ლაფანი 

sawdust small particles of wood produced during 
sawing or sanding 

გაშალაშინების ან გახერხვის შემდგომ 

წარმოქმნილი ხის უმცირესი ნარჩენები 

ნახერხი 

sawlog (JFSQ*) Roundwood that will be sawn (or 
chipped) lengthways for the 
manufacture of sawnwood or railway 
sleepers (ties). 

მრგვალი მორი, რომელიც უნდა 

დაიხერხოს (ან გაშალაშინდეს) სიგრძეზე 

ფიცრების ან სარკინიგზო შპალების 

დასამზადებლად  

მორი 

sawnwood (JFSQ*) 
syn. lumber 

Wood that has been produced from 
roundwood, either by sawing 
lengthways or by a profile- 
chipping process and that exceeds 6 
mm in thickness. It includes planks, 
beams, joists, boards, rafters, 
scantlings, laths, boxboards and 
"lumber", etc., in the following forms: 
unplaned, planed, end-jointed, etc. It  
excludes sleepers, wooden flooring, 
mouldings (sawnwood continuously 
shaped along any of its edges or faces, 
like tongued, grooved, rebated, V-
jointed, beaded, moulded, rounded or 
the like) and sawnwood produced by 
resawing previously sawn pieces. It is 
reported in cubic metres solid volume. 

ხე-ტყე, დამზადებული მრგვალი ხე-

ტყიდან გრძივი დახერხვით ან 

პროფილური დაპობით და მეტია 6 მმ-ზე 

სისქეში. მოიცავს კოჭებს, ფიცრებს, 

კადონებს,დაფებს, ძელებს, ყავარს, 

„დახერხილ ხე-ტყეს“ ა.შ. შემდეგი 

ფორმით: გაუშალაშინებული, გაშალა 

შინებული,შეერთებული კი - დეებით. 

გამორიცხავს პლინტუსს, ხის იატაკს,ფასო 

ნებს (დახერხილი ხე-ტყე მუდმივად 

ფორმირებული მისი ნებიმიერი კიდის ან 

ზედაპირის გასწ- ვრივ, როგორც 

დაღარული,თხემებით, შპუნტირებული, 

V-ს მაგვარი შეერთებით, ფორმირებული, 

გოფრირებუ ლი, მომრგვალებული) და 

დახერხილ ხე-ტყეს, რომელიც 

დახერხილი ხე-ტყის 

მასალა 
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დამზადებულია წინასწარ დახერხილი 

ნაჭრების ხელახალი დახერხვით. 

განიხილება კუბური მეტრების მყარ 

მოცულობაში 
shakes Roofing pieces made from wood. 

Similar to shingles.  A cedar shingle 
has a more finished look than a cedar 
shake. It has been cut with a saw. They 
come in a variety of ways and can be 
stained or even pre-treated. This is a 
very user friendly type of shingle and 
perfect for those who do not have a lot 
of experience with the material. On the 
other hand, a cedar shake has a more 
unfinished look. This is because the 
material is thick and split by hand. It 
creates a more rustic look that is 
aesthetically pleasing. 

სასახურავე ნაჭრები ხისგან. გავს კრამიტ 

„შინგლს“. კედარის კრამიტს უფრო 

დასრულებული სახე აქვს, ვიდრე 

კედარის ყავარს. ამოჭრილია ხერხით. 

არის სხვადასხვა სახის, შეიძლება 

წინასწარ დამუშავდეს. ძალიან 

„მეგობრული“ ტიპია გადასახური 

მასალისა, და იდეალურია მისთვის, ვინც 

გამოუცდელია ამ მასალაში. მეორეს 

მხრივ, კედარის ყავარს უფრო 

დაუმთავრებელი სახე აქვს, რადგან 

სქელია და ხელით დაპობილია, ქმნის 

უფრო ბუნებრივ აურას, რაც ესთეტიურად 

სასიამოვნოა 

ყავარი 

shingles see shakes იხილე ყავარი სახურავის სოლყავარი  
shuttering for concrete 
constructional work 

Wood in planks or strips used as a 
temporary structure to contain setting 
concrete, to support the sides of 
trenches, or similar. 

ხე-ტყის მასალა ფიცრების 

სახით,გამოყენება დროებით ცემენტის 

შესაზღუდად, თხრილების ზღუდეების 

გასამყარებლად და ა.შ. 

ყალიბი 

დასაბეტონებლად 

sleeper (cross-tie) (for 
railways or tramways) 

A wooden or concrete beam laid 
transversely under railway or tram track 
to support it 

ხის ან ცემენტის კოჭი, თავსდება გასწვრივ 

რკინიგზის ან ტრამვაის ლიანდაგის ქვეშ 

მის გასამყარებლად  

შპალი 

sliced describing a sheet of wood sliced from 
a log or sawnwood by a blade; i.e. a 
veneer sheet 

ხის მორისგან ჩამოთლილი ან დანით 

ჩამოჭრილი თხელი ფენა; 

მოსაპირკეთებელი ფილა 

შრეებად გაყოფილი 

split pole a length of sawnwood with the bark still 
attached on one face; used for fencing 

დახერხილი ხე-ტყის ნაწერი ქერქით, 

რომელიც ჯერ კიდევ  მიმაგრებულია ერთ 

მორი დაპობილი 
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or making simple walls of sheds, etc ზედაპირზე. გამოიყენება ღობეებისათის 

ან უბრალო კედლების ასაგებად 
stake a strong post with a point at one end, 

driven into the ground to support a 
plant, form part of a fence, mark a 
boundary, etc. 

მყარი ბოძი წვეტით ერთ ბოლოზე, ასობენ 

მიწაში მცენარის გასამაგრებლად, 

გამოიყენება ღობის ნაწილად ა.შ. 

ბოძი 

statuette a small statue or figurine, especially 
one that is smaller than life-size 

მცირე ზომის სტატუეტი ან ფიგურა, 

განსაკუთრებით, უფრო პატარა ვიდრე 

რელური ზომა 

სტატუეტები 

stave one of the thin, narrow, shaped pieces 
of wood that form the sides of a cask, 
tub, or similar vessel 

ხის თხელი, წვრილი, 

ფორმირებულინაჭერი, გამოიყენება 

კასრის, ტუბის ან მსგავსი ჭურჭლის 

გვერდის ფორმირებისათის. 

ტკეჩი 

strip (of wood) a long narrow piece (of wood) გრძელი ვიწრო ნაწვლილი (ხის) თამასი 

tub a wide, open, deep, typically round 
container with a flat bottom used for 
holding liquids, growing plants, etc 

ფართო, ღრმა,მრგვალი კონტეინერი 

ბრტყელი ფსკერით,გამოიყენება სითხის 

შესანახად, მცენარეებისათვის ა.შ. 

გეჯები 

tongued describing a length of wood on which 
usually one edge has been prepared so 
that its centre protrudes above its sides 

ხის ნაჭერი რომლის ერთი კიდე 

მომზადებულია ისე, რომ მისი ცენტრი 

გამოშვერილია მის გვერდებზე მაღლა 

ქიმებით 

twig a slender woody shoot growing from a 
branch or stem of a tree or shrub 

თხელი ხის ყლორტი, იზრდება ხის ან 

ბუჩქის ტოტიდან ან ღეროდან  

როკი, პატარა ტოტი 

vat a large container, used to store liquids დიდი კონტეინერი სითხის შესანახად როფები 
veneer logs (JFSQ*) Roundwood that will be used for 

the production of veneer. 
მრგვალი მორი, რომელიც გამოიყენება 

ფანერის დასამზადებლად 

საფანერე მორები 

veneer sheets (JFSQ) Thin sheets of wood of uniform 
thickness, not exceeding 6 mm, rotary 
cut (i.e. peeled), sliced or sawn. It 
includes wood used 
for the manufacture of laminated 
construction material, furniture, veneer 
containers, etc. Production statistics 

ერთგვაროვანი სისქის ხის თხელი 

ფურცლები, არა უმეტეს 6 მმ სისქის, 

როტაციული ჭრით (ანუ ათლილი), 

დაკეპილი ან დახერხილი. მოიცავს ხეს, 

რომელიც მოიხმარება ლამინირებული 

მასალების,ავეჯის,ფანერის 

მოსაპირკეთებელი 

ფურცლები 
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should exclude 
veneer sheets used for plywood 
production within the same country. It is 
reported in cubic metres solid volume. 

კონტეინერებისდასამზადებლად. 

სტატისტიკამ უნდა გამორიცხოს შპონის 

ფურცლები ფანერის წარმოებისათვის 

ერთსა და იმავე ქვეყანაში. განიხილება 

კუბური მეტრების მყარ მოცულობაში 
veneered panel a panel made from veneer sheets მოსაპირკეთებელი ფურცლებისგან 

შექმნილი პანელი 

პანელები ხის 

დაფანერებული 
V-jointed a form of tongued and grooved joint, 

made so that when two lengths of wood 
are joined together the join has an open 
v shape 

ქიმებიანი, დაღარული მუხლი, 

დამზადებული იმგვარად, რომ როცა ხის 

ორი ნაჭერი ერთდება, შენაერთს (სახსარს) 

გააჩნია ღია V-ს მაგვარი ფორმა 

ჩამოთლილი 

კიდეებით 

waferboard A panel product made of discrete 
wafers of wood bound together by 
resin, heat, and pressure. 

ფილის პროდუქტი, დამზადებულია 

დისკრეტული ფილისაგან ხისა, რომელიც 

შეწებებულია რეზინით, ცხლად და წნევის 

ქვეშ 

ვაფლისებრი ფილები 

wood 1. the material that trees are made of მასალა,რისგანაც იქმნება ხე მერქანი 
wood 2. a small forest პატარა ტყე პატარა ტყე 
wood charcoal (JFSQ) Wood carbonised by partial combustion 

or the application of heat from external 
sources. It includes charcoal used as a 
fuel or 
for other uses, e.g. as a reduction 
agent in metallurgy or as an absorption 
or filtration medium. 

ხე, კარბონიზირებული ნაწილობრივი 

წვით ან სიმხურვალის გამოყენებით გარე 

წყაროებიდა. ეს მოიცავს ნახშირს, 

რომელიც მოიხმარება როგორც საწვავი ან 

ელექტროლიზის ნივთიერება 

მეტალურგიაში,  აბსორბციის ან 

ფილტრაციის საშუალება  

ხის ნახშირი 

wood chips and 
particles (JFSQ) 

Wood that has been reduced to small 
pieces and is suitable for pulping, for 
particle board and/or fibreboard 
production, for use as a fuel, or for 
other purposes. It excludes wood chips 
made directly in the forest from 
roundwood (i.e. already counted as 
pulpwood or wood fuel). 

ხე, დაქუცმაცებული პატარა ნაჭრებად, 

გამოსადეგია დაქუცმაცებისათვის,  

მერქანბურბუშელის და  მერქანბოჭკოვანი 

ფილებისათვის,  

როგორც საწვავი ა.შ. გამორიცხავს ხის 

ნაფოტებს, რომლებიც პირდაპირ 

ხის ნაფოტები და 

ბურბუშელა   
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წარმოიქმნება ტყეში მრგვალი ხე-ტყიდან 

(ანუ, უკვე მიჩნეული რბილ მერქნად ან 

შეშად) 
wood flour A finely ground, dried wood powder, 

used e.g. in the moulding of plastics, 
the manufacture of linoleum, and as an 
extender in some glues. 

წვრილად დაფქული, გამშრალი ხის 

ფხვნილი, გამოიყენება პლასტმასის 

ფორმირებაში, ლინოლეუმის წარმოებაში, 

და როგორც დანამატი გარკვეული ტიპის 

წებოში 

ხის ფქვილი 

wood fuel (JFSQ) Roundwood that will be used as fuel for 
purposes such as cooking, heating or 
power production. It includes wood 
harvested from main stems, branches 
and other parts of trees (where these 
are harvested for fuel) and wood that 
will be used for the production of 
charcoal (e.g. in pit kilns and portable 
ovens), wood pellets and other 
agglomerates. It also includes wood 
chips to be used for fuel that are made 
directly (i.e. in the forest) from 
roundwood. It excludes wood charcoal, 
pellets and other agglomerates.  

მრგვალი ხე-ტყე, რომელიც იქნება 

გამოყენებული როგორც საწვავი. მაგ. 

საჭმლის მოსამზადებლად, წყლის 

გასაცხელებლად, ენერგიის 

წარმოებისათვის. მოიცავს ხე-ტყეს, 

ტომელიც მოპოვებულია მთავარი 

ღეროდან, ტოტებიდან და ხის სხვა 

ნაწილებიდან, და ხე-ტყე, რომელიც 

გამოიყენება ნახშირის წარმოებისათვის 

(მაგ. კოკსის და გადასატან ღუმელში), 

გრანულების და სხვა აგლომერატების 

წარმოებისათვის. ასევე მოიცავს ხის 

ნაფოტებს საწვავისათვის, რომლებიც 

უშუალოდ იქმნება (ანუ ტყეში) მრგვალი 

ხე-ტყიდან. გამორიცხავს ხის ნახშირს, 

გრანულებს და სხვა აგლომერატებს 

შეშა 

Wood marquetry and 
inlaid wood 

Inlaid work made from small pieces of 
coloured wood, used for the decoration 
of furniture 

ფერადი მერქნის პატარა ნაჭრებისგან 

შესრულებული სამუშაო, გამოიყენება 

ავეჯის დეკორაციისთვის 

ხის ნაწარმი 

მოზაიკური და 

ინკრუსტირებული 
wood pellets (JFSQ) Agglomerates produced either directly 

by compression or by the addition of a 
binder in a proportion not exceeding 
3% by weight. Such pellets are 

აგლომერატები, დამზადებული ან 

უშუალოდ კომპრესიით ან შემკვრელის 

დამატებით - პროპორციით, რომელიც არ 

აღემატება წონით 3%-ს. ასეთი გრანულები 

ხის გრანულები 
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cylindrical, with a diameter not 
exceeding 25 mm and a length not 
exceeding 100 mm. 

ცილინდრული ფორმისაა, დიამეტრით 

არა უმეტეს 25 მმ და სიგრძთ არა უმეტეს 

100 მმ 
wood products for 
domestic / decorative 
use (JFSQ) 

Wooden frames for paintings, 
photographs, mirrors or similar objects; 
tableware and kitchenware of wood; 
and 
wood marquetry and inlaid wood, cases 
for jewellery or cutlery, statuettes and 
other ornaments of wood; hat racks. 

ხის ჩარჩოები სურათებისათის, 

ფოტოებისათის, სარკეებისათვის; ხის 

ჭურჭელი და სამზარეულოს 

მოწყობილობა; ხის მოზაიკა და 

ინკრუსტრირებული ხე, ფუტლიარები და 

ყუთები ჭურჭლისთვის და 

ძვირფასეულობისათვის, ხის სტატუეტები 

და სხვა ორნამენტები; ქუდების თაროები 

ხის ნაკეთობები 

საშინაო და 

დეკორატიული 

გამოყენებისათვის 

wood residues including 
wood for agglomerates 
(JFSQ) 

Other wood processing co-products. It 
includes wood waste and scrap not 
useable as timber such as sawmill 
rejects, slabs, edgings and trimmings, 
veneer log cores, veneer rejects, 
sawdust, residues from carpentry and 
joinery production, and wood residues 
that will be used for production of 
pellets and other agglomerated 
products. It excludes wood chips, made 
either directly in the forest from 
roundwood or made in the wood 
processing industry (i.e. already 
counted as pulpwood or wood chips 
and particles), and agglomerated 
products such as logs, briquettes, 
pellets or similar forms as well as post-
consumer wood. 

ხის დამუშავებისას მიღებული 

თანაპროდუქტი. მოიცავს ხის ნარჩენებს 

და წუნს, რომელიც არ გამოდგება 

მერქნად. მაგ: სახერხეში ხის ნარჩენები, 

ნატეხები, ანათლები, შპონი, მორის გული, 

ფანერის და შპონის ნარჩენები, ნახერხი, 

სადურგლო ნარენები, ხის ნარჩენები, 

რომელიც გამოყენებული იქნება 

გრანულებისა და სხვა აგლომერატების 

წარმოებისთვის. გამორიცხავს ხის 

ნაფოტებს, რომელიც შექმნილია ან 

უშუალოდ ტყეში მრგვალი ხე-ტყიდან, ან 

ხის დამუშავების მრეწველობაში (ანუ, 

უკვე მიჩნეული რბილ მერქნად ან ხის 

ნაფოტებადდა ბურბეშელად), და 

აგლომერატებს - მაგ. მორები, ბრიკეტები, 

გრანულები და მსგავსი ფორმები, ასევე 

პოსტ-სამომხმარებლო ხის მასალა 

ხის ნარჩენები, მათ 

შორის ხე 

აგლომერატებისათვის 

wood waste pieces or particles of wood that are 
produced during logging, sawmilling 

ხის ნაწილები ან პატარა ნაწილაკები, 

რომლებიც რჩება ხე-ტყის დამზადების, 

ხის ნარჩენები 
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and further processing დახერხვის ან შემდგომი გადამუშავების 

შედეგად 
wood wool fine, soft wood shavings, typically used 

as a packing material 
ხის წმინდა, რბილი ბურბუშელა, 

ზოგადად გამოიყენება შესაფუთ მასალად 

მერქნის მატყლი ანუ 

წმინდა ბურბუშელა 
wooden flooring floors in an assembled form made from 

wood or pieces of wood for making 
floors 

აწყობილი იატაკი, რომელიც 

დამზადებულია ხისგან ან ხის 

ნაწილისაგან 

იატაკის ხის 

საფარისათვის 

wooden frames frames made from wood, e.g. for doors, 
windows, chairs, pictures, mirrors, etc 

ხისგან დაზადებული ჩარჩოები, მაგ. 

კარებებისთვის, ფანჯრებისთვის, 

სკამებისთვის, სურათებისთვის, 

სარკეებისთვის და ა.შ. 

ხის ჩარჩოები 

wooden furniture 
(JFSQ) 

Seats with wooden frames, such as 
wooden camping and garden seats etc. 
and parts thereof except seats 
convertible into beds, swivel seats, 
medical seats. 
Wooden furniture other than seats as of 
a kind used in offices, in the kitchen, 
bedrooms and elsewhere, as well as 
parts of all these 

დასაჯდომი ხის ჩარჩოებით, მაგ:ხის 

კემპინგის და საბაღე, და ნაწილები გარდა 

დასაჯდომისა. 

იშლება საწოლად, როტაციული 

სავარძელი კრონშტეინზე, სამედიცინო 

სავარძლები. 

ხის ავეჯი გარდა დასაჯდომისა, რომლის 

ტიპიც გამოიყენება ოფისებში, 

სამზარეულოში,საწოლ ოთახებში და 

სხვაგან, და მათი ნაწილები 

ხის ავეჯი 

wooden wrapping and 
packaging material 
(JFSQ) 

Packing cases, boxes, crates, drums 
and similar packings, of wood; cable-
drums of wood; pallets, box pallets and 
other load boards, of wood; pallet 
collars of wood. Casks, barrels, vats, 
tubs and other coopers' products and 
parts thereof, of wood, including staves. 

შესაფუთი ყუთები, ცილინდრები და 

მსგავსი კონტეინერები - ხისგან 

დამზადებული; ბაგირის ბარაბანი ხისაგან 

დამზადებული; ქვეშები, ჩასატვირთი 

დაფები ხისაგან დამზადებული, ქვეშების 

ცალუღები ხისგან დამზადებული. 

ზარდახშები, კასრები, როფები, ტუბები და 

მეკასრეების სხვა ხისგან დამზადებული 

პროდუქტები და ნაწილები,მათ შორის 

საკასრო ფიცარი 

ხის შესაფუთი მასალა 



  

 

 


