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1. INTRODUCTION
1.1
Economic Environment

Georgia has seen very strong economic growth in recent years.  Since 2003, the average GDP growth rate has been 9%.  Additionally, FDI inflows have been increasing as well, and are predicted to reach USD 2 billion in 2007.

1.2 Political/Social

Since the Rose Revolution, the Georgian government has undertaken a sweeping series of pro-business reforms.  In 2006, Georgia was named the World’s Number 1 Economic Reformer by the World Bank, and the Heritage Foundation has ranked Georgia’s labor laws as the most liberal in the World. 

Georgia enjoys GSP+ status with Europe and Turkey, permitting it to export the following building materials duty free: Portland cement, earth brick cement, slag cement, super-sulphate cement and analogous hydraulic cements, dyed or un-dyed, ready or in the form of clickers (code 2523).

2. INDUSTRY OVERVIEW 
As a result of strong economic growth, the construction sector is growing rapidly in Georgia, reverberating onto in related sectors, such as building supplies and materials.  Cement has seen the greatest increase in demand among all construction materials.  In 2006, 3 million metric tons of cement was produced.  The Industry currently employs approximately 2000 people.  Producers currently meet all of domestic demand, and export 65-70% of production.
3. COMPETITIVE ENVIRONMENT

3.1 Domestic Consumption
Average Prices: 

· 1 metric ton (unwrapped): 95 - 100 USD

· 1 pack (50 kg): 4.7 - 5.8 USD
3.2 International Demand

3.2.1 Market Prices
Azerbaijan: 

· 1 pack (50 kg) of ‘Optimal’ mark cement: USD 8.53 
· 1 pack (50 kg) of ‘Special’ mark cement: USD 9.38 

Azeri demand for cement equals 2.6 million tons, only half which is produced domestically.  The remaining 50% is imported, most coming from Georgia.
Armenia:

· 1 metric ton (unwrapped): 70 – 75 USD

Armenia imports some cement to supply its market, and demand for cement is growing strongly

Iran:

· 1 metric ton: USD 40-45

Iran imports approximately 1.5 million metric tons of cement each year, out of overall domestic market of 60 million metric tons.

3.3 Import/Export Data
In the first quarter of 2007 cement exports equalled 13.8 million USD, an increase of 7.5 million USD.  Cement exports to the CIS in the first four months of 2007 increased 37.5% since the same period last year.
4. INPUTS / SUPPLY

4.1 Key Inputs 
Georgia is rich in natural resources necessary for the production of building supplies and materials. Cement production in Georgia runs totally on local raw materials. Georgia also exports building materials (export of the value of 4.7 million USD in the first quarter of 2007). 

Today more than 40 mines of limestone and gypsum and more than 12 mines of loam are operational. They produce more than 2 million tons of limestone and 500,000 tons of clay per year.

4.2 Source Markets

The largest limestone producers are Dedoplistskaro, Kavtiskhevi and Sakhore. The total production of these three companies is 1 200 000 metric tons per year.

The largest Loam producers are Kaspi and Gardabani. These two companies produce 280 000 metric tons per year.
5. COMPETITIVE ENVIRONMENT

5.1 Key Players 

Heidelberg Cement, a major German producer, recently entered the Georgian market.  The company plans to open 10 new cement plants, and invest 150 million Euros.  Its largest partner Saktsementi, the largest cement producer company within the Caucasus region. It controls the two largest cement plants in the country, Kaspitsementi and Rustavtsementi, with the total volume of production equalling 1,600,000 metric tons of cement per year. Approx. 55-60 % of the production goes is exported to neighbour countries. 

Another member of the Heidelberg Group, MAIX, a building materials manufacturer, also recently entered Georgia. MAIX is a leader in manufacturing insulation materials, dyes, stuccos and spackling, glues, and other building materials. 

Saktsementi plans to increase its production to 2.2 million metric tons in 2007 as a result of its collaboration with Heidelberg Cement.  It also plans to update its production facilities in order to meet European and American standards.

	Plant
	Capacity

	
	Cement
	Clinker 

	‘Kaspitsementi’
	966 000
	774 000

	‘Rustavtsementi’
	864 000
	550 000

	Total
	1 830 000
	1 324 000


Priza Ltd., a subsidiary of Volvo, entered the market in 2007 and plans to have a 30 % market share by the end of the year.  The company is ISO certified.  Priza deals mostly with corporate construction firms. 

Schwing, a German company producing cement technic and machinery, also recently entered Georgia. This company is a World leader in the production of cement technic and machinery. It possesses a wide network of plants and representatives, amongst others, in the USA and in India. 
6. LEGAL and REGULATIORY ENVIRONMENT
6.1 General
Georgian law makes no distinction between foreign investors and Georgian nationals.  Foreign citizens and companies are free to purchase non-agricultural land, and may invest in every sector of the Georgian economy.  There are no restrictions on repatriating capital.
6.2 Industry-specific
The Ministry of Environmental Protection and Natural Resources issues mining permits.  The minimum cost for small or average size mine is 530 USD and 740 USD for large mines.

Construction materials are taxed by volume.  The tax on 1 metric ton of cement is 0.08 USD and the tax on 1 metric ton of gypsum is 0.41 USD

7. INVESTMENT OPPORTUNITIES
Investors can capitalize on the current construction boom in Georgia by investing in the Georgian cement industry.  With projected GDP growth of 7% in 2007, and over 5% for 2008 and 2009, demand for cement in Georgia will continue to grow rapidly.
8. GEORGIAN NATIONAL INVESTMENT AGENCY SERVICES OUTLINE
Georgian National Investment Agency (GNIA) was established in 2002 with the passage of the National Investment Agency law by the Georgian Parliament. As the only Georgian government agency responsible for investment promotion, GNIA is designed to act as a "one-stop-shop" for comprehensive information about investment opportunities in Georgia.
The mission of GNIA is to promote and facilitate foreign direct investment in Georgia. Our activities include: promoting Georgia internationally; organizing Invest in Georgia business forums; researching investment opportunities in order to inform potential investors about the advantages of investing in the country; fostering public-private dialogue in order to ensure clear communication between foreign investors and other government agencies; registering new foreign investments. 

Upon the request of investors GNIA offers:
· comprehensive and current information on economic conditions, business/investment-related laws and regulations, trade regimes
· competent, efficient assistance and advice for deciding on specific locations for investments within the country
· organization of meetings, conferences, forums, and workshops
· arranging appointments for potential investors to meet local entrepreneurs
· facilitation of communication with government agencies
For more information visit us at www.investingeorgia.org


































































































































































































































































































































































Georgian National Investment Agency


Ministry of Economic Development of Georgia





�CEMENT PRODUCTION IN GEORGIA 


SECTOR OVERVIEW 


      








Contents





































































































PAGE  
2

