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Relevance of the topic

In the Kakheti region, viticulture is one of the important economic sectors, on which the
incomes and financial situation of a significant part of the local population depend. The state's
policy of subsidizing grapes has been used for many years to stabilize farmers' incomes and support
the viticulture sector. Nevertheless, the question remains as to how effective these subsidies are
from an economic point of view and what impact they have on both the economic situation of
farmers and the development of the wine industry and exports. That is why the study of the
economic effects of grape subsidies in the Kakheti region is of great relevance, as it allows assessing
the results of the existing policy and identifying the main challenges for the development of the
sector.

The aim of the research is to identify the economic effects of subsidies in the Kakheti region,
what impact the subsidy had on the financial situation of local farmers, whether it had an impact
on production and quality, what problems or challenges the sector faces and what issues need to
be resolved for the development of the sector, as well as what are the export figures over the years
and what benefits the state receives from this.

Subject and object of the research: The subject of the research is the grape subsidy in the Kakheti
region, and the object is the economic impact of this subsidy in the region.

Research method: I have used mixed research methods in the paper. The research is based on
analysis, static data and survey methods. For quantitative research, I have taken data from the
Statistics Service, which includes data for 2008-2023, and I have also conducted a survey with 84
farmers who answered important questions and analyzed these answers.

Hypothesis: Grape subsidies in Kakheti in 2008-2023 had both positive (increased income,
financial stability, increased quantity of grapes produced, availability of various agro-credits, etc.)
and negative effects (dependence on the state, lack of competition in the market, decrease in
product quality, lack of market diversification, etc.).

Scientific innovations of the research:
- I identified the economic results of grape subsidies in 2008-2023;

- I identified farmers' attitudes towards subsidies;
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- I identified and gave advice on how to achieve better economic results in the field of viticulture.
Theoretical and practical significance of the work: The work will help the government, on the
one hand, and farmers, on the other hand, to better analyze the positive and negative
consequences of subsidies, and the work will also help them take into account many issues in

order to achieve better results.

Structure and volume of the dissertation work

The work consists of 140 pages printed on a computer. It includes a title page, table of contents,
annotation in Georgian and English. The main text of the work consists of: an introduction, five
chapters, nine subchapters, a final summary and recommendations, the work is accompanied by
a list of used literature and appendices.

The introductory part substantiates the relevance of the research topic, the purpose of the work,
defines the object of the research, the methodological and theoretical foundations of the research,
and presents the research hypothesis. The introductory part notes that viticulture is not only an
economic activity, but also an important part of the country's cultural and historical identity. The
Kakheti region is distinguished by favorable climatic conditions and diverse microzones, which
contribute to the production of high-quality wine.

The first chapter of the dissertation, “The Socio-Economic Role of Viticulture and Its Support in
the Kakheti Region,” discusses the historical, economic, and social significance of viticulture in
the Kakheti region. It is shown that Georgia is one of the oldest wine-producing countries and the
history of vine cultivation dates back thousands of years. Kakheti, which is the main center of
viticulture and winemaking in the country, occupies a special place in this process. The chapter
describes the natural and geographical conditions of Kakheti — climate, soil, microzones, and
terroir, which create a favorable environment for the production of high-quality grapes. The grape
varieties common in the region and traditional winemaking technologies, including the qvevri
method, are also discussed. In addition to natural conditions, attention is focused on the socio-
economic role of viticulture. The sector directly and indirectly employs thousands of people and

is one of the main sources of income for the rural population. The importance of small family
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farms, the development of the wine industry and the growth of wine tourism are described. The
chapter also discusses the main problems of the sector - land fragmentation, limited access to
technologies, lack of financial resources, market instability and climate risks. In addition, state
support programs are described, including subsidies, agro-credits and agro-consulting services,
which are aimed at promoting the development of viticulture.

The second chapter of the dissertation - “Grape Subsidy in 2008-2023 and its Results in the
Kakheti Region” discusses the grape subsidy policy in the Kakheti region in 2008-2023. The goals
of the subsidy, the reasons for its introduction and the mechanisms of practical implementation
are discussed. The main goal of the state was to financially support farmers, ensure the sale of the
crop, and stabilize the viticulture sector. The chapter shows that the subsidy mechanism is mainly
based on determining the minimum purchase price. If necessary, the state finances the purchase
of grapes that private wineries cannot procure. This system allows farmers to avoid crop losses
and maintain stable incomes. The second chapter also analyzes the results of the subsidy. On the
one hand, subsidies contributed to the growth of grape production, maintaining employment of
the rural population, and providing the wine industry with raw materials. On the other hand,
certain problems were identified - farmers' dependence on the state, weakening of market
mechanisms, and less attention to quality. The analysis of the chapter shows that despite the
positive effects of subsidies, in the long term it is necessary to develop a more effective and
strategic policy that will promote the sustainable development of the sector.

The third chapter of the dissertation - “Economic Effects and Challenges of Grape Subsidies in
the Kakheti Region” discusses the economic effects of grape subsidies at both the microeconomic
and macroeconomic levels. A review of various studies is presented, which assess the impact of
subsidies on the development of the viticulture sector. At the microeconomic level, subsidies have
helped stabilize farmers’ incomes and ensure crop sales. However, at the same time, problems
have emerged, such as increased dependence on state aid and less attention to quality. At the
macroeconomic level, subsidies have helped increase wine exports and the development of the
agro-sector as a whole. Nevertheless, the export structure still depends on several markets,

especially the Russian market, which increases economic risks. The chapter also discusses the
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main challenges of the sector - lack of market diversification, limited competition, the problem of
counterfeit wines and the need for agro-technological development. The above-mentioned
problems indicate that the subsidy policy needs to be improved and more effective economic
mechanisms introduced.

The fourth chapter of the dissertation - "Experience of different countries of the world in the
field of grape, wine production and subsidies" - discusses the experience of different countries of
the world in the field of grape and wine production support. Special attention is paid to the
countries of the European Union and the United States of America, where support for the
viticulture sector is implemented through a variety of economic mechanisms. The example of the
European Union shows that state support is mainly aimed at improving quality, innovation,
market diversification and strengthening small farmers. Support for organic production and a
product certification system are also widely used. The factors of wine industry development, such
as the use of modern technologies, effective marketing and active positioning in international
markets, are discussed using the example of the United States. At the end of the chapter, the main
factors that contribute to obtaining high economic benefits from grape and wine production are
analyzed - technological development, quality-oriented policy, effective marketing and diversity
of markets.

The fifth chapter of the dissertation is entirely devoted to the research, where 84 farmers were
interviewed and their answers were processed/summarized, as well as data from the National
Statistical Service, the Ministry of Agriculture and other structural units were analyzed, as a result
of which a final summary was made.

The survey consists of 26 questions, of which 22 are questions where the respondent must
indicate one of several answers, and 4 questions on which the respondent must express his/her
opinion.

Since Kakheti consists of several districts, it was necessary to select respondents from different
regions so that the responses would reflect the overall picture in Kakheti.

The results of the study showed that the average cost of grape production is approximately 0.60—

0.80 GEL per kilogram. A significant part of the respondents noted that the received subsidy is
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mainly used to cover costs and not for the development of production. The study also showed that
subsidies have contributed to the growth of production to some extent, but farmers still face
significant problems, such as lack of market diversification, monopoly prices from wineries, and
the presence of counterfeit products. Based on the results obtained, conclusions have been drawn
and recommendations have been developed aimed at improving the subsidy system, expanding
markets, strengthening farmer cooperation, and introducing modern technologies.
Final Summary and Recommendations

Grape production and export in Georgia are increasing year by year, although the price of grapes
has remained unchanged for years and in some cases has even decreased. Subsidy costs are
burdening the country's budget and are also increasing from year to year. Wine exports are
heavily dependent on the Russian market. Production costs are increasing, which is caused by the
increase in the price of imported products, fertilizers, pesticides, fuel and labor, all of which
further reduces the real profit of farmers. The incentive for quality improvement and innovation
is weak, and the market cannot develop freely. In recent years, grape production has been
increasing in quantity, but its value remains weak and the premium segment is insufficiently
developed. Farmers are not motivated to increase the area of vineyards, which is also reflected in
the level of grape seedling production (the demand for grape seedlings has decreased significantly
in recent years). Although the already cultivated vineyards provide minimal profit, this is enough
for farmers to employ others or be self-employed. The subsidy policy creates a feeling among
farmers that every year, despite the small profit from the viticulture sector, they will still receive
a stable low income, so they continue to produce grapes.

Recommendations:

1. Price policy
2. Export diversification
3. Reducing dependence on imports
4. Quality control
5. Free development of the market

6. Solving the problem of land fragmentation
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7. Cheap loans

8. Development of insurance policy
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