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1. Executive Summary

The “EV Innovative Action for Private Sector Competitiveness in Georgia” is a joint initiative of the
European Union and four UN Agencies — United Nation Development Programme {(UNDP), the Food
and Agriculture Organization (FAO), United Nations Industrial Development Organisation {UNIDO)
and the International Organization for Migration {IOM).

This project responds to the objectives set out in the Annual Action Programme 2017 “for Economic
and Business Development in Georgia”. In particular, the project will support Component 3:
Enhancing Greater Business Sophistication.

The overall objective of the proposed UN Joint Programme (UNJP) is: to enhance entrepreneurship
and business sophistication by strengthening the capacities of government and local entities to
develop and operate clusters and supporting companies directly with strategic investments and
better connect to diaspora groups, while also demonstrating the effectiveness of these strategies
to businesses.

This will be achieved through support to a range of entities in developing specific clusters for the
benefit of enhancing geographically constrained value chains for improving cluster coordination,
marketing, innovation, public private dialogue and more. It will also be done through strategic
investments in companies that are deemed necessary to facilitate improvements in the cluster. This
will also be enhanced by a sustained effort to consolidate evidence-base, clustering-related policy
and implementation capacities and connect local businesses to diaspora communities, for the
purpose of knowledge and technology transfer and financing.

The Joint Programme will include four specific outputs/results:

1. Strengthened capacities of policy-makers and other stakeholders to identify and develop
clusters

2. Development and functioning of the clustering approach in the packaging and
seeds/seedlings sectors

3. Development and support of strategic investments in companies deemed necessary to
improve the cluster.

4, Mainstreaming Migration in SME Development

The JP will be implemented in close cooperation with the entire Government of Georgia, though
particularly the Ministry of Economic and Sustainable Development (Mo€ESD) and Enterprise Georgia,
Ministry of Environmental Protection and Agriculture (MEPA) and the Diaspora Relations Department
of the Ministry of Foreign Affairs, as well as stakeholders within and connected to the private sector
or to private sector development. This includes businesses and entrepreneurs, both general and
sectoral business associations, educational institutions, professional associations, trade unions and
many others.

The project will also align with the other entities and agencies working on private sector
development. Most obviously, this would include GIZ and ADA who are working on cluster
development explicitly, but also includes DfID, SDC, the Danish Government and many others.
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2. Situation Analysis

Georgia’s economic competitiveness has changed dramatically in the Jast 15 years under both governments.
Starting in 2004 corruption has reduced substantively; opening a business and paying taxes were made simpler,
cheaper and quicker and access to local markets and international markets has improved.

Perhaps most importantly, through signing the Association Agreement with the EU, Georgia has made EU-
alignment the most important trajectory of public policy reform, and this has brought with it a strong
westernization agenda to every facet of market reforms.

These reforms have created dramatic improvements in rankings like World Bank Doing Business Indicator, the

Fraser Indicator of Economic Freedom, the Corruption Perception Index and the Global Competitiveness
Index.!

Nonetheless, the economic and social development of Georgia is hampered by a stubbornly low performance
in innovation and sophistication. The Global Competitiveness Report (GCl) clearly shows Georgia's weak
performance in business sophistication (ranked 99 out of 137) and innovation {ranked 118).% Correspondingly,
Georgia has an Economic Complexity Indicator of -0.25, which is about at par with Dominican Republic and
Jamaica.’ This has translated into Georgia failing in business sophistication, value-added activity and
technology transfer and absorption.*

This low level of sophistication is particularly problematic given that Georgia aims to expand its exports to the
EU under the DCFTA, and the EU is a highly sophisticated market requiring complex, consistent and high-quality
products. The need for improvement of quality management systems was revealed by the “South Caucasus
Trade Study”®.

Georgian weakness in this area results from a range of factors at an individual company and sector level. At an
individual level, given the ease of starting a business, the business start-up rate in Georgia is a disappointing
8.6%5 This is compounded because, facing a small local market and limited experience exporting, local
companies have historically lacked the incentives or the experience to innovate and grow.

At the same time Georgia ranks particularly poorly in inter-firm cooperation’. ‘Clusters’ of businesses in
developed countries, often coordinate their activities, to share risk, enhance technological uptake and reduce
cost. Lack of cluster development in Georgia has limited provision of inputs and skills, downstream service

1 poing Business Indicator from rank 112 to rank 16 in the last 11 years; Fraser Indicator of Economic Freedom from 58 to 5 between
2004 and 2014; Corruption Perception Index from 124 to 44 between 2003 and 2016; Global Competitiveness Index from 90 to 59
between 2009/10 and 2016/17.

2 Glabal Competitiveness Report {2017-2018), http://reports.weforum.org/global-competitiveness-index-2017-
2018/competitivengss-rankings/#series=GCI.C.11

3 Note that Georgia’s aconomic complexity, and with it its development potential, deteriorated significantly between 1998 {0.48) and
2008 {-0.26) but increased again since then again. 2016 data

http://atlas.cid.harvard.edu/rankings/?country=ge

4 GCl/sophistication of the production processes rank 95; GCI/FDI and technology transfer rank 97; GCI/firm-level technology
absorption rank 111,

5 south Caucasus Trade Study. ISET, SDC, UNDP, November 2018,

& According to World Bank Data early-stage Entrepreneuriat Activity increased from 7.22% in 2014 to 8.58% in 2016
https://tcdata360.worldbank org/indicators/aps.ea.total?country=BRA&indicator=3116&c untries=GEQBviz=line chart&years=2001
2017

This was 7' place out of 9 compared to EU and Non-EU countries. GIZ, Caucasus University. (2014). Global Entrepreneurship
Maonitor, 2014 Georgia Report, p. 39

7 UNIDO, Leuven Centre for Global Governance Studies. {2015). Networks for Prosperity: Advancing sustainability through
partnerships, p.35
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development, product certification and quality control, export facilitation, transport and logistics, international
branding and marketing.

This project will therefore use cluster development to help enhance inter-firm cooperation, to overcome
coordination externalities, improve technological uptake and new market penetration. It will also use strategic
investments to support individual companies and overcome cluster bottlenecks in technology upgrade and
innovation, increased design input, certification, environmental standard uptake (particularly Extended
Producer Responsibility and recycling), foreign market understanding and access and much more.

This will therefore align with the EUs goal to support Greater Business Sophistication and will align with
government goals of entrepreneurship and cluster support. In particular, the Georgian Government have
already committed to the development of a Cluster Development Strategy. The project also aligns with the UN
commitment to support Private Sector Development and innovation in the United Nations Partnership for
Sustainable Development: Georgia (2016-2020) as well as with the numerous activities of UN agencies in this
area,

The project will also work to engage better with the Georgian diaspora, in order to better utilise this pool of
international expertise and potential finance. The UN Population Fund estimates that around 920,000
Georgians have emigrated since the early 1990s. Georgians can be found across Russia, Europe and North
America. This is generally considered to have included some of Georgia's most talented individuals, as many
migrated for economic reasons, and represented some of the most skilled and best educated individuals,

While this ‘brain-drain’ from Georgia is generally considered to have a negative impact on the labour market
and development certain benefits also accrued; most notably, in the form of remittances. According to the
National Bank of Georgia, Euro 1.2 billion, or the equivalent of 9% of Georgia’s GDP, was sent as remittances
to Georgia through the formal banking system in 2017, with hundreds of millions more sent informally.

Over the years, the potential offered by the Georgian diaspora community to contribute to development has
been suggested in multiple studies, including IOM’s experience in its Programme on the Temporary Return of
Qualified Nationals {TRQN)® as well as the stated interest of diaspora generally, in a wide range of forums.
Perhaps most importantly, the importance of the Georgian diaspora can be seen by the prominent position
that many Georgian returnees from the diaspora hold in the Georgian government, as business managers and
as investors.

The government has already undertaken a lot of work to turn the diaspora potential inte reality. Nonetheless,
engagement seems modest, relative to the opportunity. The concept of the diaspora is largely absent from
strategic national and local development documents. Absence of any official register on diaspora and their
comprehensive professional profile represents an important impediment for active outreach and cooperation
with the Georgian Diaspora. An ability to connect to diaspora groups is particularly tacking at the local level.
Therefore, this project will seek to map the diaspora, develop communication channels to better coordinate
with interested diaspora partners, and support both local government and CMOs to encourage diaspora
engagement in the SME development process.

The project will develop the differing methodologies for private sector support and entrepreneurship
development with a particular focus on the packaging sector as well as the seeds and seedlings sector.
Following extensive research and analysis and in collaboration with the Georgian Government and the EU,

8 Temporary assignments {3 months with the possibility of repeated assignments as needed} of qualified diaspora persons at the public

and private Institutions and NGOs {two phases of the TRQON Project - with 62 assignments of the qualified diaspora persons to different
institutions)
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these sectors have been selected because they combine the greatest opportunity for growth, for cluster
development, as well as wider economic and social impact. The sections below wil! elaborate the logic for this
selection. In Appendix 1, the explanation for the sectors is provided in even greater detail.

Packaging
Why packaging?

The packaging sector was identified as a priority sector on the basis of its size, opportunities for growth and its
broader significance for the Georgian economy through its impact on other sectors and on recycling. The
positive impact of cluster formation in the Georgian packaging sector has been explicitly highlighted in a recent
internal government study.

Trade orientation is crucial to Georgia's development, in order to improve its balance of trade and to grow
faster than local consumption. In order to achieve greater trade, Georgia requires a viable packaging sector.
At the current time, much of Georgia’s packaging is imported, allowing for building up import substitution,
thus improving the current account balance. As packaging materials are usually voluminous and of relatively
low value, proximity to the market isimportant. Local supply will reduce transport cost, thus improve the price-
competitiveness of national businesses, improve Georgia's positioning for re-packaging imports for further
export (utilizing tariff differentials) and, as positive spill-over effect, reduce overall emissions.

Globally, 73% of packaging is used for food and beverages, demonstrating its specific importance for the
Georgian economy. The functions of packaging are broadly split into:

1) Technical functions: Protection of the contents from the environment and vice versa, and storage, loading
and transport. 2) Communication functions: Appealing packaging to generate interest and influence the
purchasing decision, as well as proper labelling to inform consumers and inspectors. The low use of packaging
in Georgia appears to have various reasons (costs, suitability awareness), but certainly has significant
consequences, associated with the identified major functions of packaging: First, products are not protected
and therefore subject to increased risk of damage and spillage. Waste and spillage of agricultural goods are
especially high between farmgate and wholesale.? Improvements in local packaging will also be necessary for
the fulfilment of EU phytosanitary standards, and improvements in the packaging sector would be useful for
environmental reforms, particularly recycling. Second, spillage of goods quickly leads to environmental
damage.

Third, appropriate packaging influences occupational safety and health as well as transport efficiency.

Fourth, the major addressee of packaging communication is the final consumer. No or inappropriate packaging
deprives companies of the possibility to market their product well and thus stand out from the competition.

Fifth, labelling also contains information which protects the consumer and facilitates inspections (e.g.,
guarantee that details on packaging correspond to contents).

A strengthened packaging industry in Georgia would reduce these identified problems.
Growth potentials

The packaging sector is a high growth and dynamically intertwined sector that enables the development of
many other sectors and functions. Being valued at worldwide USS 1,000 billion by 2020, if it averaged global
per-capita use, the industry would be worth over US$ 400 million in Georgia. As packaging use is low in Georgia,

® For example, in India, the agricuitural supply chain suffers from cumulative wastage of almost 10% of agricultural GDP.
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this would imply a six-fold increase of 2017 sales volume, demonstrating the enormous growth potential and
importance to the other sectors.

The most important materials used in packaging (by value) are paper and board (over 30%) and flexibles and
rigid plastic (each around 25%). Of much lower importance are glass, metal and others. Georgia has paper,
boards, plastics and glass producers and finishers. The analysis below focuses on the cardboard and plastic
producing sectors. It excludes glass, since there is only one registered company in Georgia producing glass
bottles, called Mina JSC, with a turnover of approximately US$ 10 million. Discussions with people working in
the sector have suggested that there are unlikely to be new entrants in this market.

Size, importance and growth potential of the sector
Figure 1: Geostat Data on Production Volumes of Cardboard Packages (000 GEL)

2013 2014 2015 2016 2017
(preliminary)
National Production 11,508.30 11,235.10 11,036.60 12,206.90 25,620.10
Imports 43,782 39,965 33,070 38,846 26,398
Exports 5,351 2,350 962 506 780
Net use 49,935.30 48,850.10 43,144.60 50,546.90 51,238,10
Growth - 2,2% -11.7% 17.2% 1.4%

Figure 2: Geostat Data on Production Volumes of Plastic Packaging {000 GEL)

2013 2014 2015 2016 2017
{preliminary)

National 24,329.00 29,191.10 40,561.60 49,151.30 56,673.30
Production

Imports 44,451 45,682 36,961 34,215 34,073
Exports 2,761 3,875 3,575 3,624 6,372
et use 66,019 70,998.10 73,947.60 79,742.30 84,374.30
Growth 7.5% 4.2% 7.8% 5.8%

Figures 1 and 2 show the development of the cardboard and plastic packaging in Georgia. A brief analysis
reveals the very strong drive towards import substitution in the cardboard packaging sub-sector in recent
years, despite very slowly growing local demand. On the other hand, both, import substitution and national
net use grew rapidly in the plastic packaging sub-sector. Most of the imports originate from Turkey.

A study carried out by the USAID financed Economic Prosperity Initiative in 2012 outlines the further growth
potential of the sector
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“According to 2010 data, per capita consumption in Georgia is 6.6 kilograms, in Azerbaijan its 5.5
kilograms, and in Armenia—3.1 kilograms, whiles the same indicator in Turkey and Germany is
respectively 98.7 and 222 kilograms”.*¥

This potential can also be understood through the common problems in the packaging sector, at the current
time.

Predominant problems

As previously indicated, insufficient or inadequate availability of packaging can place limits on certain kinds of
production. In Georgia, one of the complaints often made by producers who use imported packaging is that
supply is unreliable and inflexible. This unreliability and inflexibility can create bottle-necks and disincentives
for production in other areas.

The inflexibility and unreliability of foreign suppliers to the domestic market also creates opportunities for local
producers. Many of the local companies acknowledge that while they are still not able to produce at the same
price level as large international producers, their ability to sell smaller quantities, at shorter notice, is a distinct
advantage.

The same USAID study as quoted above also suggested that local need for flexibility and reliability may create
opportunities for the production of higher-end niche products that provide highly individual and stylised
products. Investigating the opportunities in this area will certainly be one of the ways in which this joint
programme will look to provide input, in order to support innovation.

As part of preparation for this project, UNDP conducted extensive discussions with companies in the packaging
sector including 67 interviews with companies registered as ‘packaging’ companies and 9 in-depth interviews
with larger producers.

Generally, this showed a complicated picture with considerable opportunity for coordination, improvement of
standards, opportunities for innovation, support of value-added activities, collective marketing, improvements
in environmental processes and much more.

One key finding of our research Is that in spite of considerable demand for packaging products, the sector has
over-capacity. This may seem contradictory but merely reflects a mismatch between what the producers are
able to produce and what the market demands. Local producers are squeezed on two sides. First, when it
comes to the cheapest, bulk, commoditized products, they do not preduce at sufficient scale to compete on
price with very large producers, mostly located in Turkey. At the other end of the spectrum, in the high value-
added elements of the market, where companies want packaging that conforms to the highest international
standards, involves technology or which is highly bespoke, with high-end design or complicated construction,
Georgian producers generally lack the capacity to provide quality products.

This is also complicated by a number of other factors which leave local producers at a disadvantage. Most
importantly, relatively few producers have been able to obtain the certification necessary to provide packaging
required by export-oriented producers (for example, locally producers of agri-food products for export) or
those supplying locally to super-markets, which also may have high-end packaging demands. Again, this
partially results from economies of scale. Certification is expensive to obtain and cannot be justified until
enough local producers {consumers of packaging) demand it.

19 Economic Prasperity Initiative (2012), Carrugated Packaging Sector in Georgia, USAID



Certification is also made difficult by the quality of local recyclables available in Georgia. Recycled paper and
plastic are common (and sometimes required) components of packaging, but recycled inputs need to derive
from highly differentiated recyclables. This is hard to find locally.

As is explained in more detail below, all of these problems will be reduced by increasing requirements on
certification of all food/beverage packaging, improvements in waste separation, support of the recycling sector
and work on Extended Producer Responsibility. This project will use the packaging cluster as a tool for private
sector engagement, to help support these trends and ensure that the local market sees the greatest possible
benefit from them.

Specific relevance due to DCFTA

Strengthening the packaging sector is relevant to the development of the Georgian market in relation to two
EU standards in particular. First, improvements in packaging are necessary to improvements in food safety. The
packaging of food is a particularly sensitive issue for the Association Agreement and the DCFTA and part of this
is the need to use packaging that complies with certain standards.

Currently, locally produced packaging that fits that standard is rare. Therefare, packaging has to be imported.
But, as has been mentioned before, using imported packaging from unknown suppliers is seen as a risk by local
businesses. Also, foreign producers reguire clients who buy in large volumes and foreign producers have
limited flexibility in the products they supply, quantities or financing arrangements, Therefore, the lack of
appropriately certified locally produced packaging is a bottleneck for export growth.

Local production should also encourage, and be supported by, improvements in recycling. One of the reasons
why certified local packaging is rare, is that products that comply to the appropriate standards require a
detailed understanding of inputs. One of the primary materials for the sector is recyclables.

Ensuring quality of inputs can be difficult if locally utilised recyclable products are not reliably sorted.
Improvements in recycling standards should improve the quality of recycled plastic and paper, which should
in turn make it easier for local producers of packaging to improve their products and reach a larger market.
February 2019 will see the beginning of requirements to sort trash into different recyclable categories. This
will create an opportunity for the packaging sector, and improvements in the packaging sector should increase
demand for local recyclables and help production.

in addition, shifts in requirements to use more recycling or for producers to do more recycling will also have
to be integrated into local production processes. National Waste Management Strategy (2016-2030} Action
Plan adopted by the Georgian Government requires that 80% of all plastic waste needs to be recyclable by
2030. Similarly, starting in December 2019, Extended Producer Responsibility {EPR) will be enacted in Georgia
for several waste streams including packaging waste (plastic, paper/cardboard, wood, metal, glass). EPR is a
policy approach successfully implemented throughout Europe in which producers/importers of products take
a responsibility for the proper collection and treatment of specific waste. The application of EPR to packaging
sector will be a stimulus to develop more adapted packaging products and at the same time deveiop further

capacities to recycle packaging waste. This will create opportunities and challenges that the cluster can work
on,

Additional benefits

Besides the participating businesses, major benefits will be felt by farmers (less spillage lead to higher
incomes), workers {improved occupational safety and health), the labour market (especially demanded skilled
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labour)!!, the environment and the Georgian economy as a whole. Application of international packaging
standards requires the establishment of a quality infrastructure {according to European standards because of
the DCFTA). An orientation towards the trend of “more with less” includes among others anti- counterfeltlng
packaging (very high growth potential}, smart labelling and green packaging with the corresponding supply
and recycling chains.

The Packaging Cluster

Up until now, the packaging review has focused on the ‘packaging sector’ as conventionally understood. This
has focused on the producers of the final packaging product. However, inclusion in the ‘cluster’ will need to
move significantly beyond the confines of companies that manufacture packaging products, if it is to generate
the impact which the program envisages.

Michal Porter, who coined the term ‘cluster’, considered it “a geographically proximate group of
interconnected companies and associated institutions in a particular field, linked by commonalities and
complementarities”. In the case of Georgia, and in the packaging sector, the geography of the main cluster
should be Thilisi since, as the tables of the geographic distribution of the identified packaging companies,
presented in the annex, demonstrate that over 2/3 of the companies are located in Thilisi. This should,
however, be understood to have a national reach. In particular, by many conventional understandings, a
cluster is defined by a roughly 2-3hr radius of its centre. This would certainly allow a Thilisi hub to include the
Imereti regional capital of Kutaisi and the Kakheti regional capital of Telavi, This is an important consideration,
not only because these are EU priority regions, but also because they are important agricultural and industrial
centres that definitely have significance as upstream and downstream elements of the value chain.

In Europe, only 10 clusters predominantly oriented towards the paper and packaging sector could be identified.
These have a median membership of around 40 companies and institutes. All belong to cluster networks and
have various cluster partnerships.

Figure 3: Packaging Cluster Ecosystem

The Packaging Cluster Ecosystem
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1 currently, Georgia is sourcing skilled packaging labour from Turkey and Ukraine.
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In an ideal case, all of the packaging companies could become core members of a packaging cluster.
Additionally, input material and machine suppliers, 3d-printing companies, recycling companies, designers and
other members of the creative industries, and especially universities and research institutes usually form part
of a cluster.

In some cases, training and educational institutes, providers of specialised business development services,
financial service providers and major buyers can form parts of the cluster. In Georgia, those buyers as cluster
members would likely include producers of beverages and agro-industrial products, but potentially also
forwarders and managers of multi-modal hubs or repackaging facilities.

it will be particularly important to include B2B companies that are upstream of the packaging manufacturing
sector like input suppliers and particularly design and ICT, as well as packaging consuming companies.
Enhancing the technology, design and ICT element of the packaging cluster will be vital to increasing value-
added in the sector, and for the production of bespoke and design-intensive products. Relationships with
packaging consuming businesses will be important so that the two groups (packaging producers and
consumers) can be aligned, particularly on developing business needs, new standards and new approaches to
environmental responsibility.

Seed/Seedling Sector

Georgia’s agricultural sector remains critical for the overall food supply, for the Georgian economy and for the
social and cultural fabric of the country. According to preliminary information from GEOSTAT, the national
statistical agency, in 2017 agricultural production accounted for 8.2 percent of the Gross Domestic Product
(GDP), and almost 40% of the sector comes from crop production. More than 40 percent of the economically
active population and more than 90 percent of economically active rural residents find employment in
agriculture (more than half of them being women); however, only less than 1 percent of economically active
population is formally employed in this sector, with the rest considered as self-employed. A significant share
of the self-employed workers are rural women who work in family farms as non-paid workers.

These facts clearly indicate that despite the overall economic progress of recent years and promising processes
unfolding in agriculture, much remains to be done to ensure the successful modernization of the rural economy
and inclusive growth. The small-scale and fragmented nature of agricultural production, the chronic lack of
technology and expertise, the poor state of rural infrastructure and the difficulties in accessing the finances

needed to upgrade productive capacities necessitate further comprehensive reforms in the Georgian
agriculture.

Agriculture production is concentrated among small-scale farming households. According to the results of 2014
Agricultural Census, 571900 family holdings farm about 86.5 percent of total agriculture. The majority of
holdings have small plots. About 77 percent of family holdings have, at most, one-hectare area of land, and
the average plot size per family holding is 1.2 hectares.

Georgia has for a long time been a net importer of agriculture and food products. The total trade turnover fell
in 2015 due to political and economic developments in main trade partner countries. In recent years, the
growth rate of exports has been higher than that of imports.

Recently, fifteen agriculture and food products account for about 78 percent of total agriculture exports, with
live animals, hazelnuts, wine and mineral water making up 50 percent of these exports. The most significant
growth rates during the last five years were observed in the export of live cattle, fish meal, hazelnuts, mineral
waters, and wine (Source: International Trade Centre, estimates 2016).
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The main 15 imported products represented about 47 percent of total agriculture imports, with wheat and
flour totalling 14 percent of them, which clearly highlights the weakness of the cereal production sector.

State allotment to the agriculture sector has increased substantially since 2012, The Ministry of Environmental
Protection and Agriculture’s ongoing main activities include animal and plant health protection, research,
international promotion of Georgian products, support to the development of business-oriented farmer
groups, rehabilitation of irrigation and drainage systems, and improvement in the availability and accessibility
to financial resources and production inputs (planting stock, seeds, fertilizers, and chemicals, etc.}. State
funding of agriculture sector and the share in total budget allocations from 2010 to 2016 have increased by 48
percent and 41 percent, respectively (Figure 3).

Figure 4: Budgetary Allotment to the Ministry of Agriculture
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One of the key underperformances of the agricultural production is the yield per hectare of most of the crops,
which is linked to the very small size of plots that don't allow for intensified agriculture, leading to a subsistence
farming and an increase of the rural poverty, While the size of plots is a very structural problem linked to land
tenure and the distribution of land after the collapse of the Soviet Union, there are no technological nor
structural problems that should impede a steady increase of the yield per hectare in the coming years.

Together with improved extension advice provided to farmers, that would lead towards improved agronomic
techniques, the quality of seeds and seedlings is probably the key underperforming factor where considerable
improvement can be achieved with a relatively small effort.

This is why seed certification has been a priority for the Ministry of Environmental Protection and Agriculture
of Georgia {(MEPA) since 2012. As a result of the support provided through the ENPARD Programme by the EU
as well as the Austrian Development Agency (ADA), FAO provided technical support to develop a seed
certification scheme for cereals in 2014, that led to the voluntary certification of wheat and barley seed
production since 2016, that is obligatory as of October 2018, and the laboratory for seed certification was fully
equipped and the staff trained. Another big step forward was the approval of the seed law in 2017, that
provided the right basis to give legal stability to the seed sector and assurances for the big seed producers
worldwide to include Georgia as a market for their premium genetics,

The law provides the main principles for the seed and seedling sector regulation in Georgia and currently
Scientific Research Centre for Agriculture (SRCA) has finalized drafting of the bylaws and technical regulations
for the seed production and certification and will be followed by bylaws and technical regulations for the
seedling sector including fruit trees, berries and grape vines.
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The figure 5 below, with data from GEOSTAT, shows the increase in the yield per hectare in wheat production,
and the significant increase in the wheat yield produced as of 2015, coinciding with the voluntary certification.
While the yield per hectare of maize (through non-certified seed) followed a very unstable tendency, the yield
of wheat has followed a much more stable pattern, and with a less dependency on the climatic conditions.

Figure 5: Average Yield (t/ha)
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The figure above, although only focused on the wheat seed, shows the clear opportunity to significantly
increase the yield per hectare in a relatively short period of time, and this very low yield can be applied to most
of the commodities produced in Georgia. The seed certification of wheat and barley shows, therefore, the
appropriate path towards an improved agriculture in Georgia, and the MEPA is maoving forward with the
certification of potato seed and planting materials {rootstocks and seedlings).

In this endeavour, several partners are joining forces in supporting the efforts in the policy, regulatory and
technical framework, including the International Centre for Potato (CIP} with ADA funding, as well as the
ENPARD programme through FAO technical support, and some other initiatives, such as the ongoing TAIEX
support provided through italian experts to the Scientific Research Centre for Agriculture, dependant on the
MEPA, that is also the seed authority for Georgia.

This project comes as a perfect complement of the efforts already being implemented at the policy level to
support the private sector {seed cereal producers and nurseries) to consolidate the efforts already being made
by the seed companies to adjust to the obligatory certification as of October 2018, but also to accompany the
nurseries in the ongoing process of development of the voluntary certification for seediings, focusing in
orchards and grape vines. This project would also provide a very significantimprovement for seed and seedling
producers, if a seed/seedling association can be created in Georgia, that will act as the private representative
of the seed sector towards national and international fora.

Size of the Seed and Seedling Sector

While the seed and seedlings sector is small relative to demand, there has been a significant increase in number
and size of the nurseries following the demand on seedlings triggered by the GoG programme “Plant the
future”. Similar increase is expected within the seed sector as s500n as the mandatory certification of wheat
and barley seeds will be enforced in 2018.

The main Georgian seed producers for wheat are able to produce and market around 500 tonnes for wheat
seed out of a market need evaluated to 7 000 tons {estimation based on planted area), which is roughly a 7%
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of the market needs. Assuming that the wheat producers would renew the seed only every three years, as it is
an Open Pollinated Variety (OPV), the production would not go further than the 21% of the market needs for
this crop. The situation is more drastic for the hybrid seeds. which needs to be procured every year from
foreign markets, leading to higher costs to the farmers as a result of the fluctuations of local currency.

According to the National Wine Agency, estimated demand for the grape vine seedlings per annum is around
ten million vines, without taking into consideration the vines for table grape production. Today the grape vine
nurseries active in Georgia are not able to satisfy the demand, to a point where there are imports of seedlings
of Georgian varieties coming from several European countries. If we take into consideration the increasing
trend of the wine production in Georgia and exports, that has led to a planted area of vineyards in a continuous
growing trend, grape vine nurseries are under an increasing pressure to be able to meet the market demand.

While the demand for scions for Georgian varieties could be met to a certain degree, there is a worrying lack
of mother rootstocks of American varieties resistant to Philoxera.

A similar situation in terms of the demand for the fruit tree and berry seedlings are estimated by Scientific
Research Centre of Agriculture. More than five thousand hectares of the new orchards were planted under
the government programme “Plant the Future” since its inception, with a subsidy of a 75% of the price of
seedlings, leading to a significant pressure to meet demand on the 62 nurseries in Georgia authorised by APMA
to deliver seedlings to this programme.

Underperformance of the Georgian nurseries to deliver verified quality products in fruit and berry seedlings
and grape vines, in a context where the demand clearly exceeds the supply, is clearly stated by both involved
agencies from the MEPA with competencies in grape vines and orchard seedlings, the National Wine Agency
(NWA) and the SRCA. The main reason for the under delivery of the nurseries operating in Georgia is weak and
non-reliable rootstock production for both fruit seedlings and grape vines.

The reasoning of this lack of mother rootstock is the technical complexity for the correct maintenance of the
elite mother root stocks to be used for vegetative propagation purposes, and inappropriate agronomic
activities may lead to the contamination of viruses or nematodes. In Georgia, only the Jigaura facility under
the SRCA can be considered as a well-maintained nursery for mother root stock, providing a valuable service
for the genetic conservation, but only able to cover a very smali fraction of the country demand for root stocks.

As a result, most of the nurseries are obliged every year to research in foreign country markets, identify proper
mother rootstock and import it to Georgia and conduct grafting in the country. This means a significant
constraint for the development of the sector, and at a cost. Indeed, the cost of the imported certified mother
root cost is roughly half of the market price for the final seedling or vine. This not only increases the price of
the final product but requires additional administration expenses from nursery and higher operating costs in
terms of identification of foreign suppliers, ensure the certification of these imported root stocks and finalise
the import within the appropriate time frame to allow for the grafting locally in due time.

This bottleneck for the sector is proving to be a major threat for the economic viability of many nurseries, to a
point that Georgian farmers are importing directly grape vines already grafted with Georgian varieties in
European countries. The fact that a Georgian farmer is importing certified grape vines of endemic famous
varieties such as Saperavi from a European producer is symptomatic of a critical problem in the focal supply.
The fact that this problem is mainly technical and regulatory {through an appropriate certification process)
provides good grounds for a possible correction of this bottleneck if the State and the private sector join forces.

The nursery producers have stated the general problems that they face on their activity, such as access to
finance, availability of technology, size of market and unpredictable changing demand, but also and more
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importantly the lack of available staff with technical horticultural skills, particularly grafting and the need of a
general certification process that ensures the guality of their production and allows to access to foreign
markets.

Also, in most instances, there was an understanding that the inclusion of trainings on production standards,
new products and identifying foreign markets would all be valuable, this was particularly the case for the larger
producers.

Agriculture can be a significant driver of growth, export improvement and poverty reduction. In terms of
growth, the low levels of current yield offer an opportunity for productivity gains to be a large net contributor
to economic growth generally. In trade, agricultural products remain Georgia’s largest productive category of
tradable goods and so offer one of the clearest paths to increase exports. Finally, as the biggest ‘employer’ of
the poorest class of people in the country, upgrading agricultural productivity is the surest way to generate
pro-poor growth.

In conclusion, consistent with Georgian Government policy, as well as EU and UNDP priorities, business
sophistication, innovation and entrepreneurship have been identified as priority areas for support. This project
will support clusters and cluster policy to help overcome coordination externalities and to encourage
innovation at a value-chain level. At an individual company level, the project will provide strategic investments
to support company projects/developments deemed necessary for cluster improvements. Both the cluster and
the grant support will be enhanced by project work to intensify business ties with diaspora. These project
components will be piloted focusing on the packaging and seeds/seedlings sectors, because of the
opportunities that these sectors offer for growth and wider impact. In this way, the project will hope to not
only gain traction in these important sectors but, also, to provide platforms to enhance these improvements
across the wider economy.

3. loint Programme Strategy

3.1 Theory of Change and Project Overview

This Joint Programme (JP) aims to address the low levels of entrepreneurship, business skills, local production,
poor diversification and limited trade opportunities in the Georgian economy. The project will work on these
problems by supporting ‘cluster’ development to facilitate improvements in value chain efficiency and
collaboration, by providing strategic investments to individual businesses and by reaching out to the Georgian
diaspora as an under-utilized business development resource. This will be done by working at an institutional,
sectoral, geographic and individual business level.

Lack of coordination in regional value chains is seen as a critical hurdle to innovation, growth and productive
diversification. 'Clusters’ are made up of businesses within a particular value-chain/geography. By helping
these cluster members to coordinate their activities in order to solve common problems it is possible to help
enhance efficiencies and innovation and alleviate coordination externalities across the value chain. For
example, through a Cluster Management Organization {CMO), a group of businesses can coordinate marketing
for a particular regional product {or group of products), can help to improve certification and standards, can
test new technologies, work to attract new suppliers or access new markets. And, by working together, they
can do all this while exposing themselves to limited risk.

To do this, at an institutional level, the project will support ongoing efforts to develop and implement a cluster
policy and support clusters in two sectors. More specifically, the project will support a mapping of Georgia's
existing clusters/agglomerations (irrespective of whether they are currently performing/developed or not) and
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educate the wider society on the benefits of the cluster approach. This will contribute to other efforts at the
national government level in this regard. The project will also pilot cluster support with a focus on the
packaging and seeds/seedlings sectors. These sectors have been selected as they offer high growth potential,
and because packaging and seeds and seedlings are crucial to the development of several wider sectors. Both
sectors also have an important impact on the environment. The project will support Cluster Management
Organisations as focal points for coordination in the sectors.

The Georgian diaspora often have experience and resources that can help to develop the business sector.
Therefore, to support the clusters, the project will develop systematic approaches to mainstream strategies
for utilizing diaspara skills, experience, networks and resources both within clusters and at an individual
business support level.

The effect of these interventions will be mutually-reinforcing. By developing the framework for cluster policy,
testing pilots for cluster support through Cluster Management Organisations and for individual company
support through strategic investments as well as better integrating Georgian diaspora into the whole process,
the Joint Programme will produce holistic impacts on private sector development in the country.

Theory of Change
Overall Enhance entrepreneurship and business sophistication by strengthening the capacities of government
Impact and local entities to develop and operate clusters and supporting companies directly with strategic
investments while also demonstrating the effectiveness of these strategies to businesses.
Output Output 1, OQutput 2, Output 3. I output a:
Results Strengthened capacities of Pilot clusters in packaging Strategic investments in | Diaspora engagementis a
policy-makers and other and seeds/seediings sectors | companies/projects are | mainstream component of
| stakeholders to identify and are working to enhance developing the clusters | SME Development support
| develop clusters their value chains
Intermediate 1.1: Overview and mapping of 2.1 Cluster management 3.1 Strategic investment | 4.1 Diaspara mapping has
Results existing clusters available, focused organizations are formed requirements are identified | taken place
on manufacturing and agribusiness | 2.2 Capacity development of 3.2 Companles submit - 4.2 Diaspora are engaglng with
1.2: Diagnostic Studies are avallable | Cluster management | applications for financial selected SME clusters
for 8 emerging clusters organizations support for projects in line | 4.3 Diaspora are considered in
1.3- Stakeholders across central and | 2.3 CMOs are able to work as with strategic the develapment plans of local
local government, as well as in local | sector coordinators requirements authorities and CMDs
communities, understand the 2.4 Suppont CMOs as service 3.3 Funds are dishursed,
benefits of working in clusters providers and projects monitored,
1.4 Local and natioral Institutions | 2.5 Financlal support to ensuring achievement of
have an understanding of clusters | coardination activitles strateglc goals
and a capacity to conduct analysls In
relation to them [
1.5 Up 10 2 pilot clusters identified
through the diagnostic realize
collective activitles ]
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3.2 Lessons Learned
UNDP

UNDP has significant experience supporting private sector development in Georgia for over a decade which
includes business development services, facilitation of access to finance and grant support schemes, as well as
skills development and employment. This has included work on policy development and technical assistance,
on business support and the support of agricultural cooperatives and women in business. These projects have
been funded by the EU, Swiss Cooperation Office in South Caucasus, Swedish International Development
Agency (SIDA), Romanian and Finnish Governments.

The lessons from this experience have been incorporated into the project design. In particular:

e Where possible it is important to avoid creating entirely new institutions, outside of existing structures.
Therefore, where passible, our clusters will buiid on existing sectoral associations.

¢ Financial and institutional sustainability needs to be at the core of building any organisation. Both are very
hard to achieve with cluster management organisations (CMOs). Businesses are often resistant to pay for
the continuation of clusters/associations and trying to make them sustainable through chargeable
services is also a challenge, given that most businesses are very price sensitive in this area. Because of
this, CMOs usually need long-term government or outside financing. Therefore, and in addition to point
1, it is important that these institutions maintain low overheads and focus on delivering demonstrable
value for money.

» Development of intellectual resources requires buy-in to ensure utilisation. Producing e.g. a cluster-map
or lists of diasporas within a given sector are only then likely to be valuable, if the products have been
developed with the government agencies who are likely to use them. Integrating government agencies
into the research is therefore crucial and has the added benefit that it increases the likelihood that
research will be duplicated and updated in the future.

UNIDO

UNIDO’s competence in the promotion of clusters and business linkages is well established and derives from
the successful implementation of numerous technical assistance programmes implemented in the areas of
cluster, consortia, partnerships and CSR development that have been underway since the mid-1990s in Latin
America, Africa, Asia and Eastern Europe. Of particular interest might be the cluster development project in
Montenegro, funded by the EU, and implemented {one component} in partnership with UNDP. The project set
a strong focus on supporting the Ministry of Economy of Montenegro in the development and implementation
of the Strategy for Sustainable Economic Growth through the Introduction of Clusters (2012-2016) as a tool
for the competitiveness enhancement of SMEs. As UNIDO will focus in Georgia on capacity building of public
institutions, provide cluster mapping and diagnostic studies, and organize awareness-raising events, which are
similar to the activities of the Montenegrin as well as other UNIDO led projects in this field, the following
lessons from these countries and projects have been incorporated into project design:

» Cluster development is a long-term process that is based on the building of trust amongst involved
stakeholders, which cannot happen in a short project time frame.

s |n order toincrease the motivation from the side of cluster firms and institutions to participate actively in
diagnostic studies it is key that the process does not end with the presentation of the results of this
assessment. Diagnostic studies should rather come with a detailed roadmap of actions that would be
required to further develop the clusters. Those might be taken up by some members of the group at their
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own initiative even in the absence of further project support, or it might be used as a basis to prepare
proposals for available funding schemes or state aid calls.

» Training of cluster development agents needs to have a strong field coaching/handholding component by
experts in this field that enables the trainees to really translate the theoretical knowledge into practice.

FAO

FAO has been supporting the policy making in agriculture and rural development through technical assistance
of the Ministry of Environmental Protection and Agriculture of Georgia since 2013 within different phases of
the EU funded ENPARD Programme.

Relevant to this proposal, FAD supported the seed certification system that is ongoing in Georgia since 2013
and provided technical support to develop a seed certification scheme for cereals in 2014, that led to the
voluntary certification of wheat and barley seed production since 2016, that will be obligatory as of October
2018.

Parallel to the development of the scheme, and with FAO support, the laboratory for seed certification was
fully equipped and the staff trained, allowing for the first times for Value for Cultivation and Use (VCU) tests,
to be implemented in Georgia for cereals.

In the policy part, another big step ahead was the approval of the seed law in 2017, that provided the right
basis to give legal stability to the seed sector and assurances for the big seed producers worldwide to include
Georgia as a market for their premium genetics. The law provides main principles for the seed and seedling
sector regulation in Georgia and currently SRCA has finalized drafting of the by-laws and technical regulations
for the seed production and certification and will be followed by by-laws and technical regulations for the
seedling sector including fruit trees, berries and grape vines.

One of the lessons learned of the past experience with the certification scheme for wheat and barley is the
need to support the producers to accommodate to the new regulations and technica! requirements. In this
sense, FAO worked very closely with cereal seed producers to facilitate the process by which these seed
companies were able to come into compliance with the new requirements. Based on this joint effort, the
voluntary certification was a success that is becoming compulsory now. This will be a significant step in
improving the availability of genetics of cereal producers. A similar path will be followed by this project to
complement this initial work with the certification of planting materials, but a lot of efforts have already been
invested to ensure that this will also be a successful story.

Other than the seed certification system, FAO has supported the MEPA in different areas that are also relevant
for this proposal, including the support to the Agriculture Project Management Agency (APMAY) in terms of the
evaluation and monitoring of their ongoing programmes, with some of their programmes very linked to the
provision, at subsidized rates, of planting materials (seedlings for orchards and berries, and for grape wine
producers under certain conditions).

In parallel to this project, FAQ is developing a project under ENPARD IlY, focused in 8 municipalities in Georgia,
and in some of them, there will be some synergies with this project in terms of direct support to farmers,
cooperatives, entrepreneurs and enterprises for individual investments in the agriculture sector. In this sense,
it is expected that some of the support will be provided to investments linked to the start-up of new orchard,
wine or cereal production. In this sense, this project is complementary to other FAO activities also financed by
the EUD.
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IOM

IOM has a long record of cooperation with the Georgian government in the areas of integrated border
management and strengthening migration governance by developing the government’s capacity to counter
irregular migration, facilitate socio-economic reintegration of retuned migrants and legal migration through
bilateral labour migration programmes, uphold migrants’ rights in line with effective international standards
and harness the development potential of migration. These activities have been funded by the EU, IOM
Development Fund, Swiss Cooperation Office in the South Caucasus, Bureau of International Narcotics Law
Enforcement Affairs (INL) and various EU Member States.

The lessons learnt particularly from the human mobility and development area have been incorporated into
the diaspora companent of the project.

Of particular importance, IOM has learned to avoid the creation of any new structures. Instead it will strive to
develop local capacity, mainstream migration into the local development plans, programmes and respective
budgets to ensure the sustainability of all the pilot initiatives. Through this mechanism the project will liaise
with the diaspora community abroad. It will also use the existing diaspora web portal to establish a regular
communication platform for provision of information on prospects for business start-ups and investments.

3.3 Proposed joint programme

The JP aims to Enhance entrepreneurship and business sophistication by strengthening the capacities of
government and local entities to develop and operate clusters and supporting companies directly with
strategic investments while also demonstrating the effectiveness of these strategies to businesses. The
participating UN Agencies will work to realize the four key results/outputs in order to reach this outcome.

1. Strengthened capacities of policy-makers to identify clusters and support the establishment of SME
clusters

2. Developed pilot clusters for the two sectors of packaging and seeds/seediings through the support of
cluster management organizations

3. Development and support of strategic investments in companies deemed necessary to improve the
cluster.

4. To Enhance the ability of national and local-level institutions and businesses to identify and connect
with diaspora for the purpose of sector development, skill transfer and financing.

Below are listed the outputs and activities that apply to the project:

1. Strengthened capacities of policy-makers and other stakeholders to identify and develop clusters
(UNIDOD)

Following extensive project coordination discussions between UN Partners, the Ministry of Economy and the
EU, UNIDO will work on policy in two main areas.

First, it will work with the Ministry of economy and other relevant public and private support institutions to
strengthen their competencies in identifying potential clusters. This will include working with the Ministry and

other partners to map potentially existing clusters as well as undertaking a detailed diagnostic of 8 identified
clusters.

The second element on which UNIDO will focus is the capacity building and advocacy with a range of
stakeholders, outside of central government and including businesses, business associations, local
government, universities etc, to help enhance their understanding of the clustering approach and its benefits.
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1.1 Cluster mapping and analysis

A well-designed and executed selection process is a precondition for a successful cluster support
initiative. It permits the identification of clusters where the impact of the intervention can be
maximized given available time and resources.

In this component, a set of prioritization criteria is developed with local counterparts. According to the
country specific needs a participatory analysis of the different variables is undertaken to map potential
clusters. UNIDO will undertake a mapping of emerging and potential clusters in Georgia with a focus
on manufacturing and agro-business sectors. This activity will be undertaken in close coordination with
the respective government departments in order to ensure 'learning by doing' and capacity
development on this type of economic analysis. The mapping exercise results will be presented during
a national awareness raising event on clusters in Georgia to be closely coordinated with GIZ and ADA
partners,

1.2 Diagnostic studies

Based on the mapping, detailed diagnostic studies of a minimum of 8 emerging and/or potential
clusters will be undertaken. The selection of these clusters will be based on the priorities listed in the
national cluster strategy that will be published by the end of 2018.

The diagnostic study is used to: identify the main strengths and weaknesses, opportunities and threats
(SWOT) of a cluster; promote dialogue between cluster-based stakeholders in order to create
consensus around a shared development vision; identify priorities and generate concrete proposals
for activities that will feed into the cluster action plans; and collect information that will be used to
establish a baseline for monitoring and evaluation (M&E).

The information collected during the cluster selection process provides the basis on which the
diagnostic study is built, but the diagnostic study builds on the previous work to provide a more
detailed picture of the cluster. Another important distinction between the cluster selection and the
diagnostic is that different informants are consuited. In the cluster selection process, the primary
informants are representatives of national or regional governments (since the aim is to identify the
clusters in a country/region with the greatest potential). In the diagnostic study the main counterparts
are cluster stakeholders.

Also, under this activity, cluster action plans will be developed in participatory manner with local
stakeholders and counterparts.

1.3 Awareness raising on clusters

It is accepted that the central government, and the Ministry of Economy, in particular, should have
developed a good awareness of the clustering strategy and the opportunities that it presents by the
time that the project starts. This activity will, however, look beyond central government. By focusing
on the potential clusters identified during the mapping exercise it will be possible to raise awareness
of clustering with key institutional stakeholders and identified potential cluster members to sensitize
them on the available policies and support schemes. This could include, for example, businesses,
business associations, local government, educational institutions, etc.

This activity will also support identified clusters to register on the European Cluster Observatory
platform.



1.4 Local and national institutions capacity building on diagnostic and action planning

As in 1.3, focusing on institutions outside of central government, this activity will provide capacity
building on the cluster development approach with a focus on diagnostics and action planning for
sustainability at the level of local associations, institutions, technical centres, local governments,
universities, etc. based on the priorities outlined in the national cluster strategy.

1.5 Up to 2 pilot clusters identified through the diagnostic realize collective activities

Among the potential clusters identified through the diagnostics, up to 2 pilot clusters will be supported
to develop collective action plans, establishing first activities and strengthening inter-firm cooperation.
Priority will be given to potential clusters where there is already a governance structure in place
(sectoral association) in order to involve key stakeholders and permanent staff into the collective
action planning definition and therefore ensure sustainability of the actions undertaken during the
project life cycle.

Potential collective activities will be defined based on the diagnostics results and needs and
opportunities identified, and could range from marketing and market access activities, to coilective
training and quality enhancement, from linking companies with potential financial programmes and
grant to enhancing collective efficiency.

2. Development and functioning of the clustering approach in the packaging and seeds/seedlings
sectors (UNDP and FAG)

The project will pilot the development of clusters in the packaging and seeds/seedlings clusters. The clusters
will be formed and grow supported by Cluster Management Organizations {CMOs), that will serve as the
principle focal point for cluster formation and improvements. The project will support the set-up of the CMOs,
their institution building, sector coordination and service provision.

Cluster Membership Organisations (CMO) typically provide two basic services to their members:

- Facilitation of networking between members and between the cluster and outsiders
- Provision of targeted information and basic advisory service, especially coaching

Almost all CMOs additionally provide a selected mix of the following services:

Mmarket access

Technology transfer

Linkage to advanced business development services and specialised providers

Trend scouting and innovation management

A Georgian CMO would certainly have to emphasise networking, coaching and business diagnostics as the
former is absolutely required to overcome the identified coordination failure, and the latter will generate the
highest return on investment and therefore membership benefit.

Within the process of development of clusters in the packaging sector, particular attention will be paid to
Extended Producer Responsibility {EPR) and supporting the industry to comply to EPR regulations applicable
to the packaging sector starting December 2019. UNDP will cooperate with EU-funded project and SIDA-funded
project implemented by UNDP currently working in the waste sector with a particular focus on EPR.
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2.1 Formation of CMOs

UNDP and FAO will form CMOs for the packaging and seed and seedlings sectors. These will generally
aim to exist inside sectoral associations, in order to improve the chances for sustainability. This will
happen after an inception phase when UNDP/FAQ will bring together stakeholders from the clusters
under consideration to verify likely partners, geographic orientation of CMOs within a given sector,
and to identify areas of most productive work. If required, equipment will be provided.

In the first instance, in the packaging sector, the CMO will coordinate with the packaging sector
association. It will be primarily based in Thilisi, as over 2/3 of the packaging related companies are
located there. However, it should be understood to have a national reach. In particular, in line with EU
priorities, the CMO will pay particular attention to including companies from Imereti (particularly
Kutaisi) as Georgia’s second Industrial hub, and Kakheti as one of Georgia’s most prolific agricultural
regions. The packaging sector association is planned to be formed in the second round of a UK-
Government project that finishes in March 2019. Cluster members are expected to be

¢ packaging companies: especially paper and board and flexibles and rigid plastic, but also e.g.
glass, metal cloth, wood, alternative materials, and, if emerging, advanced packaging;

e upstream companies: e.g. providers of paper, plastics (recycled and non-recycled) and, if
emerging, special coatings;

e downstream companies: e.g. food- and beverage companies and forwarders;

+ supporting industries: e.g. printers, designers, equipment suppliers, and particularly universities
and research institutes.

By reaching beyond the more restricted membership of the packaging association, the packaging
cluster will not only be able to work on value chain related issues but will also become a central focal
point for broader issues in the sector, particularly recycling, extended producer responsibility and
environmental issues more generally. As such it will be well placed to connect to internationally
supported programs working on these issues, as a source of expertise and potential financing. The
group will also build on the international network that was started with the packaging association
connection to the UK packaging association.

FAQ is seeking the creation of a National Seed Association in given geographies. These will be primarily
composed of seed/seedling producers of the following kind:

« Cereal seed producers (around 15 producers, with a geographical focus in south east Georgia)

e Wine grape and table grape vine producers (around 20 producers, without geographical
concentration, but sub/groups can be identified).

e Orchard seedling producers {65 identified producers, without geographical concentration, but
subgroups can be identified).

The National Seed association will be the central private seed sector organisation for all of these
groups. Once it is created and functional, it will be registered to the International Seed Federation as
the national entity that represents seed/seedling producers. That will open business opportunities
since attending the annual business congress of ISF is open exclusively for members of approved
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National Seed Association. Both the importing of new varieties to Georgia as well as developing an
export market are strongly facilitated by being a member of ISF.

In parallel to the creation of the National Seed Association, the project will support the MEPA through
this project in the deveiopment of a seedling certification scheme within the Scientific Research Centre
of Agriculture {SRCA), that will serve as a legal and normative umbrella for the nurseries to be able to
produce certified seedlings {rootstocks and scions). This policy work within the MEPA will set the
criteria and minimum requirements for nationally produced seedlings, but also the requirements that
will regulate the import and export of seedlings or its parts.

2.2 Capacity Development of CMOs
The CMOs will require institution building and management training, in particular

s asuitable business model including planning of financial and institutional sustainability;

e the development or adjustment of internal rules/Standard Operating Procedures and general
principles of CMO activities;

« a Management Information System aiming at evidenced decision making and continuous
improvement;

¢ recruitment and human resource development; and
* communication/marketing/public relations.

The degree of capacity building or capacity modification will depend upon the existing profile and
professional orientation of the organisation with which the CMO will potentially be associated. More
developed institutions will only need adaptation on the specific functionalities of the CMO.

Early on, the packaging CMO will seek assistance from the European Foundation for Cluster Excellence
{EFCE) and apply the EU benchmarking methodology of the European Cluster Excellence Initiative
(ECEI).

2.3 Support CMOs role as a sector coordinator

One of the key roles of the CMOs are to act as coordinators between companies within the cluster,
who may not immediately know about or think to have discussions about their areas of mutual
interest, It will therefore be the CMOs responsibility to provide a platform for this area of work and
the project will support them in this activity. This coordination role could include:

e Supply chain development — Companies meeting regularly may identify supply chain issues that
they can work to resolve collectively with the support of CMOs.

e Public-Private Dialogue — Companies may identify business environment or legislative issues,
and CMOs can help them to articulate these problems and take them to the appropriate
government official to resolve.

e Discussion of new technelogy — Companies meeting regularly can discuss new innovations in a
sector. The CMO can bring speakers to help educate and resolve technological weaknesses.

e Capacity Development — members of a cluster may have similar human resource needs. Talking
with each other, they (or the CMO on their behalf) can talk to government about standards or
work directly with VET centres to help improve training provision. The CMO may also provide
capacity building programmes in various common needs {such as propagation of mother
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rootstock at nursery level, management of local varieties and use as well as observation of
underutilized ones).

Arange of strategies will be utilised by CMOs. This may include:

Cluster strategy development: To sustainably achieve this role as platform coordinator, the
CMO needs to obtain the clear mandate of the cluster members and thus create ownership of
the actions and directions within the members. A well-suited approach to achieve this is the
collective elaboration of a cluster strategy based on an in-depth cluster analysis. This might
include guidance from the EFCE and should, in the case of the packaging cluster, involve
Enterprise Georgia.

Network and inter-firm cooperation development: The predominant reason for cluster
development is improving inter-firm cooperation, which is weak in Georgia. Low cooperation
between companies is usually the result of low trust and low opportunity recognition. Hence,
the CMO will provide the platform for frequent interaction between the cluster participants,
e.g., through business roundtables, business matchmaking meetings, informal brown-bag
meetings and other group-based approaches {e.g., group coaching, see below). It will especially
foster joint programmes and responsibilities between cluster members, e.g. through the
provision of additional services for joint programmes. UNDP will consider the provision of higher
grants for joint programmes implementation between cluster members.

User-Led Innovation: Following a long-established ILO approach, bring suppliers of packaging
materials together with their customers in regular intervals to identify specific requirements and
demands. Support those through technology transfer and/or specific grants. This includes e.g.
farmers, businesses, exporters and European importers as well as Georgian and European
officials that express demands e.g. for anti-counterfeiting packaging, labelling requirements, etc.
Such approach will also address Georgia’s low ranking in customer orientation.

Business climate information: Regularly survey the business climate of the cluster participants,
following the simple methodology of the German IFQ institute. This will serve as input for Public-
Private Dialogue, and simultaneously instil longer-term oriented thinking and planning among
cluster participants.

Inter-cluster and international networking: Integrate Georgian cluster members into existing
European cluster networks and institutions for continuous guidance and exchange of
experiences, but also for the initiation of business contacts.

In the packaging sector, while much of the CMO's specific work will be decided ground-up, this will
certainly include:
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The development of a participatory sector needs assessment that looks to identify key
weaknesses in supply-chain and technology utilisation, as well as new market opportunities both
locally and internationally, within the context of the DCFTA requirements and improvements in
certification and environmental practices. This could also consider new markets in more design-
led sub-sectors and up-stream and down-stream opportunities that could be created by greater
opportunities. As well, it would consider the use of new and focally available materials, such as
plant-based materials, cloth, recycled materials, and similar. This will also inform the planned
strategy development.

The Joint Programme will perform a survey of the Packaging Cluster Companies’ to detect the
employees’ skills development needs including managerial and technical level skills. The skills
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anticipation methods will be performed to detect the company and CMO level needs related to
planned DCFTA and waste management related regulations introduction. The analysis of the
survey will provide a ground for discussion between CMO and national VET authorities and VET
service providers for detecting the most suitable model for skills development in the technical
and crosscutting fields {such as labour safety, environmental standards and others). The Joint
Programme will design and deliver short-term training to the employees of the cluster
companies in selected 2 topics.

Link the packaging cluster to other relevant clusters of Georgia to improve the competitiveness
of the Georgian economy and foster cooperation between companies of the wider packaging
eco-system.

The focal work of the packaging association to date has been in self-certification to different
production and quality standards. The cluster, as an extension of the association, or working in
coordination with it, will work to expand certification and self-certification processes.

In particular, many of the quality standard issues relate to the quality of inputs and, as such, are
outside of the direct control of the companies. The CMO will work with local input suppliers
(particularly in recyclables) to help ensure that input upgrade is aligned with market needs and
supports improvements across the value chain.

The cluster will develop a package of supports to help packaging companies and consumers of
packaging come into alignment with new packaging regulations. At the same time, by
coordinating work with suppliers of packaging and consumers, in this area, it should be possible
to help suppliers adjust production to match the evolving needs of their customers. The cluster
will also enhance the packaging producers with labelling and related sectors with high export
potential {such as light industry).

In the seeds/seedlings sector, CMO work will include:

The establishment and coordination of a network of demonstration plots {mainly for cereals) for
the promotion and the facilitation of adoption of new varieties by farmers, in coordination with
the Information and Consultation Centres (ICCs), private sector and other partners. Demo plots
will put together old and new varieties so farmers in each geographic area will be able to observe
their performance in relation to yield and resistance to diseases. This promotes the adoption of
new varieties based on data obtained from the exact agroecological region (geographic region)
where the crop will be produced.

The signature of a Memorandum of Understanding with the state germplasm bank in Jigaura
will allow for the preferential access to cluster members for training and capacity building
activities of the cluster members, but also during promaotion of local varieties for possible clients
{farmers or companies involved in primary production) and preferential access to mother stocks
to nursery producers.

The implementation of promotion events of seed/seedling varieties produced locally. The CMO
would be responsible for the implementation of a strategy for the promotion of locally produced
seed/seedlings in Georgia, in order to raise awareness of the certification process of
seeds/seedlings, often mare adapted to local conditions and with a record or production in
Georgia.

The creation of a multi-stakeholder platform including the industry (cereal mills, wine producers,
juice producers), farmers, Ministry of Environmental Protection and Agriculture and the
Scientific Research Centre for Agriculture {(SRCA), for a regular dialogue to identify trends and



challenges in agriculture practices, industry needs and potential use of new varieties or new
agriculture practices for addressing those needs, as well as serve as a discussion platform for
regulatory issues.

To be the reference interlocutor with the SRCA in terms of the process of development and
approval of a seedling certification framework.

Technical and financial support to some nurseries for the establishment of the mother root
stocks and provision of the required grafting equipment according to best practices in EU.

2.4 Capacity Development for CMOs as Service Providers

In addition to providing a forum for collective action, CMOs should also operate as service providers.
These services can be focused on sector-related issues as well as general business development
services. Sector-oriented services that CMOs might provide would include certification standards
development and training on cluster issues like new technology. CMOs can also develop products for
the whole cluster, like the development of geographic/sectoral marketing products. The project will
help the CMO staff develop the capacity to provide these services or develop a network with neople
who can be hired bespoke to do so.

For the packaging cluster this may include building the capacities of CMO staff and developing
appropriate training guides/materials to perform the following functions:

Business diagnostic services: In many cases, the identification of problems and potentials for
improvement brings the recipient company already a long way towards its solution, because of
which it is very cost effective. Thus, business diagnostic services, often provided by Chambers
and Business Associations In advanced economies, are a good entry point for further
advancement and also for trust building. The diagnosis reveals the priority need and a sequence
of activities to be pursued to address this need.

Coaching and group coaching: Coaching has been proven to be one of the most efficient business
development services. It is therefore envisaged that the CMO provides basic coaching services
to cluster members. Experience shows, that one good coach can coach up to 100 companies.
BDS referral services: The CMO staff will not be in the position to address all required and
identified priority need. In those cases, the CMO may support the cluster member to identify
and supervise a suitable business development service provider. It may be considered to provide
a subsidy. Potentially, the project will have to provide ToTs to BDS providers to upgrade their
knowledge and skills.

Technaology transfer: As provider of information, the CMO will also be in the best position to
identify technologies and technology providers that might give the cluster member a strong
competitive edge, especially if that has strong spill-over effects for the country {portfolio
approach). The CMO will thus do the linking and support the transfer.

Training of labour supply: If the diagnosis reveals a mismatch of labour supply and company
demands, the CMO will link with universities, educational establishments and the diaspora to
advance the supply of adequately qualified mechanics and engineers.

Business start-ups: The cluster dynamics will benefit from newcomers. As well, there will be
certain niche sectors not covered by the existing companies. To address these cases, the CMO
will consider providing targeted support to start-ups, e.g., through the organisation of boot
camps and similar.

In the seed/seedlings cluster this could include:
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e Capacity development of CMO staff {though ToT) for it to be able to provide concrete technical
training and advice to the members of the clusters. This could include terms of seed production
and certification {legal framework, SOPs, certification process, roles and responsibilities).

e Capacity development of CMO staff (though ToT) in terms of business development
{(Managerial) of seed companies, to provide managerial support to individual companies upon
request, but also to ensure minimum standards of the members (registration, statutes,
representability, accounting, auditing, etc.}.

o Capacity development of CMO staff in marketing and sector promotion, this includes the
capacity development of skills of the staff of the CMO to promote and lobby for the use of locally
produced goods. In the seed sector this could include certified seed/seedlings versus imported
seed/seedling varieties, with a vibrant communication strategy using the existing platforms of
farmers. In the case of packaging it could be highlighting the flexibility and quality benefits of
buying local.

¢ Capacity development of CMO staff {through ToT) on management of mother root stock, focal
seeds varieties and use (i.e. wine production with local varieties) as well as observation of
underutilized ones.

2.5 CMOs Support of Extended Producer Responsibility

Starting December 2019, Extended Producer Responsibility (EPR) will be enacted in Georgia for several
waste streams including packaging waste (plastic, paper/cardboard, wood, metal, glass} as it is
stipulated by the “National Waste Management Strategy for 2016-2030".

The loint Programme will analyse the needs of the packaging sector {especially plastics and glass) and
particularly the identified target cluster related to the implementation of EPR. In particular, in the
packaging sector:

» The project will identify the EPR support needs of the CMO participants and Public Responsible
Organizations {PRO) related to packaging sector. Specific awareness raising measures, as well as
capacity development of the CMO and cluster member companies’ management. Relevant staff
will be provided to support the EPR measures planning and implementation (such as stimulation
of production of recyclable packaging, waste management practice improvement, information
campaigns and awareness raising of packaging companies clients and other). The project will
provide support to the Public Responsible Organizations (PRO} institutional set up
through capacity development and technical assistance in developing relevant economic model
and piloting selected initiatives of PRO and packaging cluster members companies.

= Environmental Scan of the packaging cluster companies. The Joint Programme will support the
CMO in performing environmental scan of the packaging cluster member companies to detect the
environmental risks of pollution. The Project will provide technical assistance for the cluster
member companies elaborating the measures for eliminating the environmental pollution risks.

3. Provision of strategic investments, for companies/projects that facilitate development of the
clusters.

The project allocates funds for the provision of strategic investments to companies that facilitate the
development of clusters. These strategic investments will take the form of grants to individual companies,
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requiring matching funds, for the development of their businesses at key point in the value chain, where under-
developed companies are considered to place a bottle-neck on development of the cluster.

This support will be fundamentally different to the support provided by the CMOs in component 2, CMOs will
largely support the cluster by focusing on coordination activities that facilitate networking, PPD, facilitating
standards development, technology uptake, collective marketing, information sharing and much more. This
will include some direct company support, like the provision of business development services, but most of
the activities will aim to provide support and services which apply to multiple members of the group. In
contrast, the strategic investments will finance specific companies/projects.

While this will represent a different modality of support, to the work done with the CMOs, the ‘strategic
investments’ will align with the objective of the project, as it will all serve the goal of developing the Georgian
economy through cluster support.

Provision of the strategic investments will be undertaken in coordination with the other UN Agencies, relevant
government agencies and the CMOs, but in order to avoid moral hazards and conflicts of interest, will be
managed by UNDP and facilitated by UNDP analysis and oversight. The geographic scope of the investments
will be national. This will naturally have a Thilisi-orientation in the packaging sector but will be predominantly
rural in seeds/seedlings for obvious reasons. That said, also in line with the CMOs, the project will make an
effort to pay particular attention to Imereti as it contains Georgia’s second industrial hub and is a major
agricuttural producer, and Kakheti as one of Georgia’s most prolific agricultural regions.

31 Identification of strategic investment requirements

The identification of the strategic investments will combine the strategic assessment of the overall
cluster, undertaken in 2.1 and the individual business analysis undertaken in 2.4, The broad cluster
assessment, which will be updated over the course of the project, will be continually iooking to identify
key bottienecks to cluster growth, and these will be discussed extensively with the UNDP grant
management entity. This will provide a number of categories of investment that are considered likely
areas for cluster development, including for example:

s Environmental upgrade — particularly related to Extended Producer Responsibility
s Specific production innovations for early adopters

¢ Design innovations for improving value-added

e Adjustment to production process to facilitate certification

e Financing of certification processes

This structural assessment will also be supported by analysis of particular company needs. As part of
their institutional assessment, the CMO will support companies in the formulation of development
plans. Where the priority needs of companies include the investment expenditure, the CMO will be
able to work with the company to develop its project proposal for UNDP. UNDP will then investigate
the desire based on strict criteria (see 3.2) and decide if the project is suitable for ‘strategicinvestment’
financing.

2B I Page



3.2 Develop criteria and ToR for grants and grant selection

The provision of grants will follow strict and transparent procedures. To achieve this, UNDP will
elaborate, in close coordination with FAO, a set of criteria for the provision of grants, SPOs and model
ToR.

Grants will be made on a rolling basis, in order to be responsive to identified needs. Grant applications
will be judged based on the criteria identified in 3.1 and will be allocated based on achieving a
threshold score. Companies that have already undertaken the institutional assessments suggested in
2.4 will gain additional positive marks. It is assumed that all applicants will be cluster participants, but
UNDP will be prepared to consider non-cluster participants in exceptional cases.

Grants are expected to cover 70% of the total cost, with a 30% cash-contribution of the recipient. The
minimal grant is targeted to be Euro 5,000, with a maximum of Euro 50,000. Itis foreseen that certain,
especially Jarger grants will be accompanied by corresponding training and conclusion of maintenance
contracts.

3.3 Selection and monitoring of grants

The decision of approval and disapproval of grants will be made with a committee that will be
identified to comply with EU, UNDP and FAQ requirements, and intended to ensure expertise and
independence.

Of particular importance is the monitoring of both, the correct use of the grant provided and of the
impact it will achieve. UNDP will visually verify expenditures including inspection of the installation
and use of the equipment and use this for the approval of the final payment.

Based on the developed criteria and procedures, UNDP will disburse the grants. Monitoring of grant
implementation and impact is of essential importance. UNDP, in close coordination with FAQ, will
therefore elaborate a system of implementation monitoring and impact assessment. This will include,
among others, surprise visits in case of doubt.

4. Mainstreaming Migration in SME Development

The objective of this component is to map the diaspora using a range of mechanisms, to develop platforms for
communication and to particularly target local government and CMOs to build technical skills to facilitate
outreach and contacts with diaspora groups, so that they can make better use of this resource for managerial
and technical skills transfer as well as potentially for financing and development of trade networks.

Diaspora engagement is vital to private sector development, particularly through cluster development in
Georgia, because the Georgian diaspora can bring an understanding of international ways of doing business,
as well as international finance, while at the same time understanding and connecting fundamentally to the
local Georgian market. Enhancing the understanding of diaspora resources will therefore support the diaspora
mapping and development of policy as it will help illuminate clusters that have obvious pathways to enhance
international markets {Outcome 1). Individual clusters will be able to connect to the diaspora network to
identify international expertise in a given sector (Outcome 2}. Finally, companies will be able to connect to
diaspora to identify expertise and co-financing, to enhance the success of strategic investments. Therefore, by
developing the diaspora networks we will be able to enhance the effectiveness of the overall program.
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4.1, Diaspora Mapping and Surveying

Using Namsor software, which can be used for searching and cataloguing big databases of people, the
project will map the location and professional characteristics of the Georgian diaspora community. This
identification process will also allow the targeting of specific individuals with relevant skills and expertise
to the project. This identification process will also generate resources that can be used by other identified
Georgian Government sectors, for example, including those covered by the GIZ/ADA cluster projects
{within reason).

The diaspora web portal has already been developed and integrated into the overall MFA web portal. This
provides information on Georgian diaspora, both nationals and non-nationals. The project will also support
further development of the Diaspora web portal for efficient diaspora outreach and engagement. The
functionality enables the introduction of all the necessary information and services of diaspora interest
and provides the unlimited and uninterrupted communication and cooperation channe! between the
diaspora and state and private sectors as well as the other actors interested in any purposeful interaction
with Georgian diaspora.

The project will also survey the diaspora in four selected EU countries to gain insights into diaspora
interests and support needs in order to enhance their contributions to business and economic
development in Georgia.

4.2. Encourage Diaspora engagement in the Selected Clusters’' SMEs development

Building on the previous analysis and the enhancements to the diaspora portal, the project will encourage
diaspora engagement with the SME business community, particularly in the target clusters. This will
envisage training and development of a diaspora liaison, possibly at a local or municipal level. The project
will also develop a networking event in the EU and one in Georgia. This will ideally result in the engagement
of diaspora in the sector-oriented clusters developed by the project.

4.3. Develop the Capacity of Local Authorities and CMOs to mainstream migration and engage
diaspora in their development plans and programmes

The joint programme will aim to develop the knowledge-based available on diaspora {in 3.4.1) and build
capacity for communication and coordination with diaspora members (in 3.4.2}). In this component, the
joint programme will build the capacity of local authorities and CMOs to more effectively use this
information to include diaspora in their planning and in their activities. Three trainings will be provided,
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one for the local authorities and two aother for CMOs; the Jatter will include the participation of diaspora
business persons and focus on enhancing transnational connections and cooperation with the diaspora.

3.4 Risk Analysis

Prohability
& Impact Countermeasures /
# | Description Political Type T ey Management response Dwner
5-highest
High turnover of ministry Effective planning and delivery of capacity
staff will decrease deveiopment measures. Design of regular capacity
effectiveness of capacity development interventions targeting stakeholder | UNJP
developmant measures p=2 institutions with due consideration of authorities’ | team
1 Political and -
p— staff change/turnover. Put sufficient emphasis on
Organizational . - ]

I=3 the mid-level civil servants who remain more
resilient during the turnover as opposed to senior
officials. More staff will be trained to counter
possible losses due to staff change/turnover.

Change of government Relevant advocacy with national institutions, | UNJP
policy regarding business including at the very senior level, advocacy for | team
support, including P=2 designing multi-year strategy [mplementation
z clustering and diaspora I (=4 Action Plans and relevant M&E frameworks which
4 willinform the policy formulation. Effective visibility
of the results of the interventions will also be used
as an advocacy tool.
Lower than expected Advocacy regarding opportunities of clusters and | UNJP
uptake of sector support . P=2 support provided by strategic investments. In the | team
3 by businesses in the Organisational 123 event of a still a lower uptake, expansion to broader
seed/seedling or 7 value chain partners can be further discussed.
packaging sectors
Reluctance and inability Targeted TA and capacity development measures | UNJP
of individual Ministries for replication of best practices of cluster support | team
and other institutions in and support to diaspora mainstreaming. Effective
‘i replication of Organisational Ee visibility of the outcomes of the intervention as well
clustering and diaspora Financial =4 as their linkage with ongoing government priorities.
mainstreaming. Production of lessons learned and evidence of
implementation of measures of the results of
implementation of pilot clusters for informing and
supporting the replication and upscale.
Limitations in the The trainings will be rolled out in a pace, which will | UNJP
ahsorption capacity by Beneficiary p=2 allow the beneficiaries to slowly absorb the content | team
5 | these actors and link it to real life experiences on the ground:
Organisational 1=2 combination of class-room and field/practical
training.
Findings from the Regular communication and exchanges with GIZ | UNIP
mapping and diagnostics and poflicy makers to involve them into the process | team
6 will not be adequately Political P=2 from the beginning and create a feeling of
mainstreamed into policy ownership and complementarity of activities.
processes and other Organisational )=
cluster initiatives in the
country
The seedling certification The preparation of the seedling certification system | UNIP
system is not approved _ has already started with the support of TAIEX | team
- or made operational Political and — missions to Georgia in 2018, and there is a clear
Organizational =4 commitment from the MEPA to have the system
operational. This could alsc be considered as a
Budget Support Conditionality for this EU
Programme.
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3.4 Partnerships and Stakeholders
Central Government

The JP will be implemented in close cooperation with the entire Government of Georgia, though particular
emphasis will be placed on work with the Ministry of Economic and Sustainable Development {MoOESD) and
its agencies Enterprise Georgia, Georgian Innovations and Technology Agency, the Ministry of Environmental
Protection and Agriculture and its agency Scientific Research Centre and the Diaspora Relations Department
Ministry of Foreign Affairs.

Work with the MoESD will be reflected in all four components of the project. UNIDO support on cluster
mapping will engage with the MoESD to identify criteria for cluster selection, and the cluster mapping itself
will be undertaken with direct involvement of the MoESD analytical unit and Enterprise Georgia, to ensure that
all work also involves ‘learning by doing’ on the side of the government agency. UNIDO will also work with
MOESD on selection of the 8 clusters where diagnostic studies will be piloted.

MOoESD is also the key responsible agency for cluster policy and over the course of 2018 will be working to
develop a cluster development strategy and action plan. The project will, of course, align with this strategy in
the design of its clustering pilots in the seeds/seedlings and packaging sectors, to ensure that the lessons
learned from these projects can feed-into broader policy development.

Georgian Information and Technology Agency (GITA) being responsible for creation of enabling ecosystem
for developing of innovations and technology transfer will be involved as a partner supporting the CMOs in
technology and innovations development.

MoESD will also be a coordination focus for work in the diaspora mainstreaming and will be provided access
and training to data collected on diaspora.

The Ministry of Environmental Protection and Agriculture {MEPA) will partner the project, both as a recipient
of some of the support, and as a partner in the project implementation. In particular, the Scientific Research
Center for Agriculture (SCRA), which is dependent on the MEPA, will be the entity responsible for the
regulatory work of the seedling certification system and, as the seed and Seedling Authority, it will receive
training to be able to make the system operational. At the same time, the MEPA and the SRCA will be partners
in supporting the nurseries to adapt to the new technical requirements resulting from the seedling certification
system. MEPA is also in charge of promoting Extended Producer Responsibility {EPR) concept which will be
enacted in Georgia starting December 2019 for specific waste streams, including packaging waste.

The Diaspora Relations Department at the Ministry of Foreign Affairs of Georgia is the major responsible
agency on relations with the Georgian Diaspora. The project will extensively cooperate with this agency and
the Diaspora Relations Department will significantly benefit from the diaspora mapping qualifications
inventory development and surveying of diaspora attitudes, perceptions and priorities regarding investments
in the country. The Diaspora Relations Department will assist in contacting and engaging diaspora
organizations in the selected EU countries in the diaspora business persons survey. The agency will provide
support in awareness raising and capacity building on mainstreaming migration in the development agenda at
all levels of government.

The State Commission an Migration Issues (SCMI), is also a coordinating body on diaspora issues and, together
with its constituent ministries that have a thematic interest in the project components, will be intensively
involved in the management of this project through the SCMI Secretariat. The SCMI will assume the
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coordination function with the central and local authorities and assist in capacity building and awareness
raising of the local authorities in the project locations.

Sub-National Government

Sub-National government will be involved in this project in a range of ways. Generally, as regionalization s
becoming increasingly impartant in Georgian politics and economic development, local government entities
will be involved in discussion about clusters and cluster development. Since clusters, by necessity, have a
regiona! component, this educational effort will be particularly significant in those municipalities where
clusters are located.

Regional and local government entities will be focal points also for diaspora engagement and migration
mainstreaming at the local levels. They will be given capacity support to play a significant role in organizing the
diaspora local businesses networking events and operate diaspora liaison hubs. They will host Project
Coordination Meetings at the local level, for bringing together all the development actors operating locally, to
ccoordinatee and find synergies between different initiatives.

Private sector actors

Private sector actors, whether businesses or individual entrepreneurs are clearly the most important partners
of this project. Companies and entrepreneurs will be the focal point for cluster development and the strategic
investments. In preparation for this project, UNDP has already conducted extensive outreach to the target
sectors and has been assured that there is sufficient interest for cluster coordination activity and for grant
support. Outreach to the business sector will continue, through-out the project, using sectoral associations
and experts, government databases and {increasingly) networks through primarily identified contacts.

The companies will benefit from diaspora networking activities throughout the project to find entry points for
cooperation with diaspora businesses (in terms of knowledge exchange, networking and development of trade
opportunities) and/or attract diaspora investments for their business development purposes. Migrant workers
in the EU and/or remittance receiving households will also have opportunities for involvement.

NGOs

There are a range of ways in which the project will partner with NGOs. First, the clusters will often work with
sectoral associations. For example, in the case of packaging, the Thilisi-based packaging association will be the
contact point for the packaging cluster. A seed and seedling association will be founded by the FAO and will
also serve as a key interlocutor.

The project will also partner with the diaspora associations in the selected EU countries, for developing their
capacities in diaspora outreach and cooperation and to get their assistance in organizing the diaspora surveys
and networking events. IOM and UNDP will work-out the coordination mechanism for regular information
exchange between the participant agencies of this joint action on the matters of common interests and to
ensure the synergies between the activities of involved UN agencies and enhance the overall impact of the
joint programme.

In addition, on a range of policy issues, the project would expect to coordinate with NGOs that have particular
interests. For example, in the packaging sector, there will be discussion with government on recycling issues,
and this should be coordinated with environmental NGOs.
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Complementarity and Synergy with Other International Projects

There are a wide range of projects working on private sector development, including major EU, USAID, DfID, a
wide range of European countries and beyond. Most of these projects are complimentary, in that they attempt
to improve particular facets of the business environment.

Of particular importance are the projects that have focused on cluster development and business support. GIZ
has been working on cluster development with the Georgian Government in the apparel, furniture, film and
ICT sectors, as well as working in honey and trout. They are also working with the MoESD on the development
of a cluster strategy. In a new project (also financed by the EU), they will continue to work on particular areas
of policy, as well as working on tourism, construction materials and apparel. At the same time, under another
part of the same EU financing, ADA will be working on the clusters of mountain tourism and bio farming.

The UN project has been developed in coordination with these two groups in order to ensure that the activities
are complimentary and mutually reinforcing, therefore the policy component of the UN project has been
specifically designed to reinforce and support the policy work of the GIZ project.

UNIDO’s palicy component has a focus on capacity building, mapping and diagnostic studies, and an
awareness-raising campaign will be highly complementary with the ongoing and planned GIZ cluster
policy/strategy initiative as well as with ADA’s activities in the areas of mountain tourism and bio farming
clusters. UN/UNIDO teams will meet regularly with project coordinators and experts of GIZ and ADA to identify
synergies and discuss cooperation and possible joint activities, especially in organizing awareness-raising
events. Core activities, mapping and diagnostic studies, will be aligned with the policy/strategy document to
'be finalized by the end of 2018 with the support of GIZ.

More broadly, of course, it will be important to coordinate with other EU projects in the private-sector support
terrain. The EU has been working, through a wide range of projects, to support SME development and to
enhance preparedness of companies, in a range of sectors and geographies, who may want to access to the
EU under the DCFTA. In addition, through wide ranging technical assistance, they have been improving the
husiness environment in Georgia by enhancing EU-alignment under the Association Agreement.

The UN Joint Programme Proposed here will work closely with the EU to ensure that the goals and activities of
the project reinforce the good work done in other areas and take advantage of the opportunities that they
create. Most obviously, much of the work in cluster development and the supports given in the form of
strategic investments will be to help companies prepare to align with EU standards, ideally with the aspiration
of exporting to the EU.

In addition, other specific work of the UN project partners will be aligned with connected projects. These
include ENPARD, Integrated Border and Migration Management project, etc.

3.5 Gender Mainstreaming

The JP would make sure that its activities and interventions promote gender equality and the empowerment
of women in line with principles of the Convention on the Elimination of All Forms of Discrimination against
Women (CEDAW) (ratified by Georgia in September 1994), the State Concept of Gender Equality and the
National Action Plan on Gender Equality 2018-2020, and the Law on Gender Equality {March 2010).

“Gender equality and women empowerment considerations demonstrated” will be one of the general
assessment criteria of the JP supported initiatives. Additionally, close attention will be paid to ensuring that
women are pro-actively involved in the analysis of the Georgian economy, the management and involvement
of businesses in clusters, recipients of strategic investments and in all diaspora engagement.
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Across its work, UN Agencies ensure in all projects that no-harm is caused to women and to the disadvantaged
groups and take every opportunity and action to contribute to closing the gender gap.

UNIDO will be ensuring a good representation of women within the project team and on the side of the project
beneficiaries. It is envisaged that at least 20-30% of the participants of the capacity-building programme wiil
be women. This estimate strongly depends on the women present in the targeted clusters. A more precise
indicator will be defined after the cluster mapping has been undertaken.

Gender-sensitive indicators will be collected and monitored throughout the project implementation.

In relation to each of the components

In the policy element, UNIDO has prepared a guide on “Gender mainstreaming in cluster development
projects”, which will be applied during the preparation of the mapping and diagnostic studies. In
particular “sex-disaggregated data”, data will be carried out to define the baseline and identify activities for
integration of gender dimensions for specific clusters.

UNDP, in its support of clusters and support of strategic investments will adopt a range of practical
commitments. CMOs will aim to have at least 30% participation of women staff. Participation of women-led
businesses in the clusters will be especially encouraged. Also, the grants will aim to provide 30% of its grants
to women-led businesses by integrating gender ratings. In addition, if initial rounds of funding seem to be
falling short of this goal, then additional support will be given to woman-led businesses in application
preparation.

FAO commitment to women's empowerment is supported by its Policy on Gender Equality; the FAO Regional
Gender Equality Strategy for Europe and Central Asia; the UN System-Wide Policy on Gender Equality and the
Empowerment of Women {UN-SWAP) and the FAO Environmental and Social Management guidelines. At
country level, FAO released in October 2018 ‘Gender, agriculture and rural development in Georgia’ report,
which identifies gender inequalities in agriculture, and their impact on economic and social development of
the country. in particular, the report reveals an active role the rural women play in all sectors of agriculture,
however, due to widespread social practices, they are perceived as helpers and contributing family members
in small subsistence farming, heavily involved in unpaid and informal work, earning 75 percent of men's salary.
FAO will also take into account women limited access to productive resources, such as land, finance and
decision-making, but also new technologies and agricultural inputs as seeds, which, in case of female headed
households, further limits their economic opportunities.

To address the issues related to unequal access to the productive resources, this Project wilt be specifically
informed by the FAO Voluntary Guidelines on the Responsible Governance of Tenure (and its technical
guidelines).

The approach is based on the Strategy for Agriculture Development of Georgia (SADG) and its action plan which
reflect the principles of the National Gender Strategy and related action plan.

A gender-sensitive approach will underpin all activities within the diaspora component of the project. In
project-specific terms, this means that IOM will be looking for action with counterparts, such as the local
authorities and C50s, to develop a gender sensitive approach and participation in capacity building initiatives,
business start-ups, and networking events.

Particularly, the diaspora qualifications inventory will provide gender disaggregated data. To the extent
possible, the equal participation of women will be ensured in the trainings planned for the local authorities
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and CMOs. Participation of diaspora women will be promoted in the planned assignments of qualified diaspora
in the companies and CMOs for their capacity building and/or during the diaspora and local business-to-
business networking events.

3.6 Sustainability

The main objective of the project is to develop entrepreneurship and innovation through the development of
cluster policy, cluster management entities and strategic investments. The clearest indication of the
sustainability of this work will be better performance of the target companies, revealed in stability and growth
of the sales and financial performance, new entrants into the market, implementation of environmentally
friendly practices and good practices.

Sustainability will also be achieved when the government recognizes the success in the pilot sectors and
expands that success with similar support in other areas. To that end, the project will ensure that it rigorously
documents the efforts of its pilot schemes and works, along with other agencies in the area, to provide
evidence-based support for the modification and continuation of the policy.

Institutional sustainability will be achieved once the organizations are structured in such a way to allow for
long-term effective operation. This will be facilitated through well-developed procedures, HR policies,
communication and marketing strategy as well as an effective financial model.

Financial sustainability will be achieved when the operation of the organization has been optimized to fit within
its funding and revenue generating environment. That will be achieved in a number of ways. First, as
mentioned, the project will not seek to create new institutions, but will develop new functionalities in existing
institutions. CMOs will, for the most part, will be connected to sector associations. This will keep costs lower
and make financial sustainability more likely.

Second, in all instances, the project will start with a focus on developing a business model that works from a
financial point of view, implying keeping costs (particularly fixed costs} minimal and focusing on revenue
generation as a priority from the beginning of the project.

Finally, there is an understanding that the CMOs may not be self-financing within the life of the project. With
that thought in mind the project will advocate to convince stakeholders of their value and to build relationships
with other institutions, most cbviously connected to national or local government, to fund them in the future.
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4. Management and coordination arrangements

The Joint Programme {JP) will be jointly managed, coordinated and implemented by UNIDO, FAO, IOM and UNDP
(thereinafter referred as “Participating UN Organizations” or PUNOs). The Joint Programme will be managed
and coordinated using the pass-through funding modality. The Multi-Partner Trust Fund Office (MPTF Office) of
the UNDP will serve as the Administrative Agent {AA) of the Joint Programme. The AA functions are fully
described in the Fund Management Arrangement Section below. UNDP CO in Georgia will serve as a convening
agent in the UNJP, responsible for coordination of joint programmatic activities.

The loint Programme's Steering committee will contribute to the Steering Committee of the European
Commission “Programme for Economic and Business Development in Georgia” or to its separate sessions
dedicated to the Programme’s relevant components. The Steering Committee of the Programme will oversee
and guide the overall direction and policy of the programme. Therefore, the Joint Programmes’ Steering
Committee will support the Programme Steering Committee in fulfilling its functions'?,

The UN Joint Programme governance and oversight structure is provided below:

- ECPROGRAMME STEERING COMMITTEE
e R SRS
Ministry of Economy and Sustainable Development or the Ministry of Justice
and other relevant agencies and EUD

ME STEERING COMMITTEE. _l
Ministry of Economy and

UN RC
Sustainable Development
of Georgia

‘Quality Assurance:
. PROJECT COORDINATION
| TEAM,
{UNDP, UNIDO, FAO, IOM)

PROGRAMME MANAGEMENT UNIT

UN JOINT PROGRAM
e L okl ¥

UNDP, FAO, UNIDO, IOM

UNDP FAQ UNIDO IoM

2 programme Steering Committee will meet indicatively twice a year and can be convened whenever the project
implementation requires strategic decisions. Separate sessions may be organized for different components, The project
steering committee shall be chaired by the Ministry of Economy and Sustainable Development or the Ministry of Justice.

0|Page



4.1 The UN loint Programme Steering Committee

The Project Steering Committee will be established to ensure full national ownership, as well as smooth and
successful implementation of the Joint Programme. The Steering Committee, co-chaired by the UN Resident
Coordinator, and the designated authorities from the EU delegation in Georgia, and the Ministry of Economic
and Sustainable Development (MoESD). It will consist of the representatives of senior personnel of all signatories
to the Joint Programme Document. The Steering Committee will provide strategic guidance for a coherent and
coordinated Project implementation, approve Project annual work plans and fund allocation, as appropriate,
review progress against set targets, review and approve the periodic progress reports. The Joint Programme
Steering committee will meet at least twice a year and ensure a senior level oversight.

4.2 The loint Programme Coordination Team

The Joint Programme Coordination Team will be established with participation of the designated Programme
Officers of the Participating Agencies with the responsibility to coordinate the planning and implementation for
the Joint Programme, assuring the quality of the implementation and reporting vis-a-vis the Steering Committee,
as well as ensuring the joint approach to the cross-cutting themes, such as visibility.

The coordination team will be jointly responsible to identify and foster synergies across various project initiatives
and promote joint/consolidated implementation. The Team will meet at least on a quarterly basis, or more often
if required to review the progress, work-plans and ensure the coordinated implementation. The team will jointly
serve as a quality assurance tot eh project steering committee.

4.3 The Programme Management Unit

The Project Management Unit will be set up for successful implementation of the Project outputs and activities
towards achievement of the Joint Programme outcomes. The Project Management Unit will consist of
personnel, designated for this programme and responsible for the day-to day implementation of this
programme, including with managerial, technical and administrative responsibilities (as detailed below).

As the AA and the CA of the UNIP, the overall coordination will rest with the UNDP Project Manager responsible
for, among others, ensuring joint planning and implementation. The Project Management Unit will be
responsible for all aspects of Project execution, including coordination with national partners, oversight of
implementing partners (selected institutions connected to the private sector or to private sector development),
achievement of set results under the respective outcomes, overall monitoring and reporting.

Guided by respective Country Office units of participating UN organizations, the Programme Implementation
Unit will be responsible for all aspects of programme execution, including coordination with local partners,
oversight of contractors, achievement of set results under the respective results, overall monitoring and
reporting. The EU representative responsible for this programme will be invited and take part in the coordination
meetings.

The four Participating UN Organizations will act as collectively responsible for attainment of the Project
objectives and will be jointly accountable for successful implementation of the activities as specified in the four
ocutcomes:

e UNIDO - lead responsibility — outputs and activities under output 1 - Strengthened capacities of policy-
makers to identify clusters and support the establishment of SME clusters;

» UNDP - lead responsibility — outputs and activities under output 2 (in relation to Packaging sector) and
output 3;



e FAO - lead responsibility — outputs and activities under output 2 - (in relation to the seeds/seedlings
sector);

e 1OM - lead responsibility— outputs and activities under output 4 - To enhance the ability of national
institutions and businesses to identify and connect with diaspora for the purpose of sector development,
skill transfer and financing.

4.4 Fund management arrangements

The present UN JP will follow the Pass-through fund management modality according to the UNDG Guidelines
on UN Joint Programming. The UNDP MODTF Office, serving as the Administrative Agent for the Joint Programmie.

The Administrative Agent will charge direct costs which are included under the personnel/staff budget line for
MPTF Office staff based in New York to carry out the following activities:

(a} Sign PAGODA and SAAs with donors and receive contributions from donors that wish to provide
financial support to the Fund/Programme through the AA.

b} Administer such funds received in accardance with its regulations, policies and procedures, as
well as the relevant MOU and Fund Terms of Reference (TOR) and PAGODA/SAA, including the
provisions relating to winding up the Fund account and related matters;

{c} Subject to availability of funds, disburse such funds to each of the PUNOs in accordance with
decisions from the Steering Committee {SC), taking into account the budget set out in the
approved TOR/IP documents;

{d) Ensure consolidation of statements and reports, based on submissions provided by each PUNO,
as set forth in the TOR/JP document and provide these to each donor that has contributed to
the Fund/Programme account and to the SC;

(e) Provide final reporting, including notification that the Fund/Programme has been operationally
completed;

(f) Disburse funds to any PUNO for any additional costs of the task that the SC may decide in
accordance with the programmatic document/JP document.

The Participating UN Organizations will:
» Assume full programmatic and financial responsibility and accountability for the funds disbursed by the AA.
» Establish a separate ledger account for the receipt and administration of the funds disbursed to it by the
Administrative Agent.
e Each UN organization is entitled to deduct their indirect costs on contributions received according to their
own regulation and rules, taking into account the size and complexity of the programme, Each UN
organization will deduct 7% as overhead costs of the tota! allocation received for the agency.

The Joint Programme Account will be administered by the Administrative Agent in accordance with the
regulations, rules, directives and procedures applicable to it, including those relating to interest.

Prior to the Joint Programme launch a Memorandum of Understanding will be signed between Participating UN
Organizations and the Administrative Agent. A common action plan will be elaborated. A detailed joint work-
plan as a part of this Project will be developed for one year of the implementation before the first month of each
yearly cycle.

Some of the Implementing Partners of the Joint Programme have been already identified by the Participating
UN Organizations through previous cooperation experience and partners’ capacity assessments. The other
Implementing Partners will be identified through open tenders and competition in accordance with participating
UN agencies’ regulations, rules, directives and procedures.
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Transfe

r of cash to national Implementing Partners: Cash transfer modalities, the size and frequency of

disbursements, and the scope and frequency of monitoring, reporting, assurance and audit will be agreed prior
to project implementation, taking into consideration the capacity of implementing partners, and can be adjusted
in its course in accordance with applicable policies, processes and procedures of the Participating UN

Organiz

4.5.

ations.

Project office and respective costs

UNDP

43| Pag

UNDP will use the following staff to facilitate implementation of the project:

Project Manager (SB4 Q3 100%): Provides daily guidance and management of the project activities,
strategic, content, and administrative oversight, coordination and supervision of institutional relations
with relevant government institutions. The cost includes UNDP salary scale and other entitlements for
Service Contract {national staff}.

Administrative and Finance Assistant (SB3 MIN 100%): Provides support in financial, contractual,
logistical and organizational matters. The cost includes UNDP salary scale and other entitlements for
Service Contract {national staff).

Economic Development Team Leader (NOB 10%): Economic Development Team Leader. Quality
assurance of the project by supporting the project Steering Committee, leading elaboration of planning
and management instruments, facilitating coordination within UNDP, other UN agencies and concerned
stakeholders. The salary rate includes Salary and UNDP regulated entitlements for this position for Fixed-
Term National Staff. Estimation for potential salary increase based on performance review and
upcoming salary scale revision is included. The time spent to project implementation will be backed with
supporting document — timesheet.

Programme Associate (G6 10%): Programme Associate. Provides assistance, advice and quality
assurance to project administrative staff on HR, financial, procurement related matters, including
financial reporting to CO and Donors. Provides liaison support of project staff and CO operations.
Provides quality check of financial reporting to Donor, as well as ensures consolidation of financial
reporting to Donor. Tasks listed are necessary for carrying out operational tasks of the project and is
directly attributablie. The salary rate includes Salary and UNDP regulated entitlements for this position
for Fixed-Term National Staff. Estimation for potential salary increase based on performance review and
upcoming salary scale revision is included.

Monitoring and Evaluation {M&E}) Officer (NOA 10%): Supports the setting up of a rigorous monitoring
system, including individual sub-projects, and will be responsible for external evaluation of the project.
The Monitoring and Evaluation Specialist will be charged for the time spent directly attributable to the
implementation of the Project, not exceeding 10% of the working time during the project
implementation period. The salary rate includes Salary and UNDP regulated entitlements for this
position for Fixed-Term National Staff. Estimation for potential salary increase based on performance
review and upcoming salary scale revision is included. Cost of 10% is calculated based on the estimated
time spent on similar project/s during the year. The Monitoring and Evaluation Officer will complete
monthly timesheets reflecting actual time spent on the given project.

Finance Analyst (NOB 10%) — Provides assistance and advice, as well as quality assurance to the projects
on finance related matters, such as, assistance with Financial advice to projects on budgeting, expenses
tracking, financial transaction, project level reporting at CO level. The duties are stipulated in the
respective terms of reference which is in compliance with Standard Operating Procedures of the office.
Cost of 10% is calculated based on the estimated time spent on similar projects of the Finance Analyst
during the year. Cost of 10% is calculated based on the estimated time spent on similar project/s during



the year. The Finance Analyst will complete monthly timesheets reflecting actual time spent on the given
project.

Procurement Associate {G7 10%) Provides assistance and advice, as well as quality assurance to the
projects on procurement related matters, such as, assistance in conducting tenders to acquire goods
and services for projects; logistics support services such as travel, event management; equipment and
asset management services; The duties are stipulated in the respective terms of reference which is in
compliance with Standard Operating Procedures of the office. Cost of 10% is calculated based on the
estimated time spent on similar project/s during the year. The Procurement Associate will complete
monthly timesheets reflecting actual time spent on the given project.

Driver (SB1 Min 100%) provides driving and logistics support for projects staff, office, consultants, field
missions.

UNDP will have one Office in Thilisi. The programme budget includes the following costs related to the office:

CF~ROROEES R

Rental costs, including security charges and cleaning costs;

Cost of IT and telecommunication;

Cost of Utilities (Electricity, water, heating, etc);

Consumables and stationery supplies for operation;

IT/Computer and office equipment purchase and maintenance;

Vehicle costs (purchase, maintenance, insurance, fuel and depreciation)

Costs of travel and field trips for the project activities;

Costs of project communication and visibility activities (as spelled out in the communication and
visibility plan).

Such costs as Office rent/security/cleaning, office supplies, office utilities and office communication costs
(mobile, internet, telephone and etc) will be reported according to Art. 7.1.1 of Special Conditions using
simplified allocation method.

UN!IDO

UNIDO envisages the following arrangements for the project implementation:

1.

a3 |7 a

A National Project Coordinator (SB4, 100%) - in charge of project implementation, follow up with
national experts and project stakeholders, as well as with HQ and will provide daily guidance and
management of the project activities, strategic, content, and administrative oversight, coordination and
supervision of institutional relations with relevant government institutions. The cost includes costs of
the Individual Service Agreement for the recruitment of National Project Coordinator. Estimation for
potential salary increase based on performance review and upcoming salary scale revision is included.
Senior Industrial Development Officer (Allotment holder) - Senior Industrial development Officer
{Allotment Holder) providing direct technical expertise in support of component 1 of the programme
(mapping, diagnostic and support to industrial clusters).The senior industrial development officer is
responsible for project implementation, financial disbursements, national and international
recruitments as well as releasing contracts and sub-contracts, monitoring and evaluation of the project
component of UNIDO. Salary cost for the allotment holder is budgeted based on applicable UNIDO
salary scales and include all statutory staff costs UNIDO obliges to pay in relation to staff employment.
The foreseen number of days the staff will dedicate to the project is in line with the tasks allocated to
this position and with the agreement with EU funded projects. Costs will be encounter by working days
of experts and will be supported by respective evidence on time spent — timesheets.



3.

International experts for cluster mapping, diagnostic and training {depending on the yearly activities
between 40 and 75% of their time, i. e. between 5 and 9 months per year). Involved in cluster support
and in the UNIDO cluster methodology for training and project implementation supervision. Responsible
for technical activities {trainings, awareness, case study presentation, etc.) as well as supervision of local
staff. Provides guidance of the technical project activities, strategic, content, and oversight to national
project coordinator and relevant government institutions. The cost includes costs of the Individual
Service Agreement for the recruitment of international experts.

National experts for diagnostics, cluster analysis and support to clusters workplan (between 25 and
100% of 584, depending on cluster activities and needs). agreed, and clusters' technical needs identified.
Responsible for supervising cluster activities, implementation of collective actions and follow up with
relevant stakeholders. The cost includes costs of the Individual Service Agreement for the recruitment
of national experts.

National Experts (SB4, depending on the yearly activities between 25 and 100% of their time, i. e.
between 3 and 12 months per year) — responsible for technical activities linked to the needs identified
in the inception phase and project implementation (trainings, technical support, collective action plans
definition and foliow up, etc.). Number of experts and contract duration to be defined after mapping
has been approved, exact location of clusters agreed, and clusters' technical needs identified.
Responsible for supervising cluster activities, implementation of collective actions and follow up with
relevant stakeholders. The cost includes costs of the Individual Service Agreement for the recruitment
of national experts.

UNIDO’s project coordinator will closely liaise with national partner institutions and might have an office in one
of the national partner institutions or partner UN agencies.

Such costs as office rent, supplies and utilities will be reported in line with Art. 7.1.1 of Speciai Conditions using
simplified allocation method.

FAO

FAO will use the following staff for the implementation of the project:

1.

National Project Manager (100%) of the project, with concrete experience in seed and seedling sector
development

P3 Programme Officer in charge of project operations, covering a 20% of his/her salary throughout the
duration of the project

P3 Vvalue Chain Officer will be responsible for the provision of technical support on value chain and
agribusiness. covering a 30% of his/her salary throughout the duration of the project

GS administrative support staff, supporting in HHRR, procurement, Travel, Assets, at 50% of his/her
salary throughout the duration of the project

National or international consultants based either on short consultancies, or on mid or longer-term
contracts based on the needs identified throughout the inception phase and project implementation,
including nursery management, entomology and international certification and trade of seedlings and
grape vines.

International Expert in Seedling Certification: international part time Consultant responsible for the
provision of technical support on the Certification of seedlings

Nursery Development Expert: Contract for the provision of Services related to the international
promotion of locally produced seeds and seedlings
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8. Locally Contracted Labour: non-technical temporary casual Labour to support implementation of
project activities.

9, Technicai Support Services (Component 1): covers FAO direct technical expertise services to
Component 1 support in seedling certification standards and regulations to the seed authority
(registration, certification and control) and phytosanitary regulations for import and export of virus free
seedlings. Costs will be calculated by working days of experts and will be supported by respective
evidence on time spent — timesheets.

10. Technical Support Services {Component 2): covers FAO direct technical expertise services to
Component 2 support capacity development of nurseries in seedlings production and value chain
development, multiplication and maintenance of mother rootstocks and production of standardized
seedlings and quality control. Costs will be calculated by working days of experts and will be supported
by respective evidence on time spent - timesheets.

FAO wilt not have a separate Office in Thilisi for this project, and will use their ongoing premises, and will charge
to the project a proportional of the costs related to the office, linked to the percentage of utilisation of these
premises. These office costs to be included in the project budget are:

Rental costs, including security charges and cleaning costs;

Cost of IT and telecommunication;

Cost of Utilities {Electricity, water, hearting, etc);

Consumables and stationery supplies for operation;

IT/Computer and office equipment purchase and maintenance;

Maintenance, insurance, fuel and depreciation costs

Costs of travel and field trips for the project activities;

Costs of project communication and visibility activities (as spelled out in the communication and visibility
plan).

DRI OO LA A LI Il b

Such costs as Office rent/security/cleaning, office supplies, utilities and communication costs, IT and Security
Services will be reported in line with Art. 7.1.1 of Special Conditions using simplified allocation method.

10M
IOM will use the following staff to facilitate implementation of the project:

1.

46 |

Project Coordinator {NOB - 40%): Project Coordinator, with direct involvement in the implementation of
activities envisaged by 10M within the Action: responsible for the implementation of all project activities
foreseen under the Action (activities assigned to I0M). The salary cost of a National Programme Officer
(NOB) is budgeted based on applicable UN/IOM salary scales and include all statutory staff costs IOM
obliges to pay in relation to staff employment. The foreseen percentage of time the staff will dedicate to
the project is in line with the tasks allocated to this position. Project Assistant {G5 - 100%): Project assistant,
with direct involvement in the implementation of activities envisaged by IOM within the Action: responsible
for providing everyday assistance to any project activity implementation as foreseen under the Action
{activities assigned to IOM). The salary cost of a General Service Staff (G5) is budgeted based on applicable
UN/IOM salary scales and include all statutory staff costs IOM obliges to pay in relation to staff
employment. The staff will fully support the project. Procurement & Logistics Officer (G7 - 10%):
Procurement & Logistics Officer, with direct involvement in the implementation of activities envisaged by
IOM within the Action: responsible for all procurement and logistics tasks in compliance of EU and IOM
procurement guidelines, planning and optimization of the procurement activities. The salary cost of a
General Service Staff (G7) is budgeted based on applicable UN/IOM salary scales and inciude all statutory
staff costs IOM obliges to pay in relation to staff employment. The foreseen percentage of time (0.10FTE)
the staff will dedicate to the project is in line with the tasks allocated to this position.
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2. Resource Management Officer (NOB - 20%): Resource Management Officer, with direct involvement in the
implementation of activities envisaged by IOM within the Action: responsible for coordination and day-to-
day administration of HR, finance (including processing the transactions in I0M's accounting system) and
budgetary issues directly related to the Action; financial monitoring & evaluation, financial reporting incl.
quality and compliance check with EU and IOM rules and regulations. The salary cost of a National
Programme Officer (NOB) is budgeted based on applicable UN/IOM salary scales and include all statutory
staff costs IOM obliges to pay in relation to staff employment. The foreseen percentage of time (0.20FTE)
the staff will dedicate to the project is in line with the tasks allocated to this position. Driver (G1 - 25%):
Driver, with direct involvement in the implementation of activities envisaged by IOM within the Action:
responsible for transport of project staff and car maintenance. The salary cost of a General Service Staff
(G1) is budgeted based on applicable UN/IOM salary scales and include all statutory staff costs IOM obliges
to pay in relation to staff employment. The foreseen percentage of time {0.25FTE) the staff will dedicate to
the project is in line with the tasks allocated to this position.

IOM will have one Office in Tbilisi. In order to promote cost efficiency and economies of scales, IOM staff directly
working on the project in the project offices will be physically placed in the existing offices and the charging of
the actua! direct office costs related to their functions {rental of premises, office supplies, consumables, utilities,
communication, vehicle running costs and staff travel, bank charges, etc.), will be based on actual expenditures
incurred during the period distributed in proportion to the amount of time spent by the staff on the activities
directly linked to the project.

Such costs as office rent and office supplies, consumables (and other related costs), office utilities,
communication etc. will be reported in line with Art. 7.1.1 of Special Conditions using simplified allocation
method.

5. Monitoring, evaluation and reporting

A Joint Programme monitoring, evaluation and audit will be carried out in accordance with the respective
regulations, rules and procedures of the Participating UN Organizations (PUNOs).

Monitoring: The Joint Programme will be monitored throughout its duration and evaluated in accordance with
the Project M&E plan. Participating UN Organizations will share information and progress updates and
undertake joint visits where appropriate.

Project monitoring will be carried out by the Project Management Unit and by the JP Coordination Team in
accordance with the policies and procedures of Participating UN Organizations. The Project implementation will
be assessed continuously at the level of outputs, Qutputs will be measured at regular intervals and against
clearly defined indicators. Specific project activities will serve as benchmarks indicating the progress achieved.

The resuits of monitaring activities will be presented to the Project Steering Committee by the Coordination
Team and Project Management Unit.

Annual reviews: As mentioned above, the Project Steering Committee will carry out annual reviews of the
implementation.

Evaluation: A final external evaluation of the Joint Programme will take place close to the completion date of
the UNJP implementation to collect feedback from stakeholders - partners and beneficiaries, analyse the results
achieved and challenges encountered, document lessons learned and recommend further actions (as relevant).
Joint Programme evaluation will be organized by UNDP and will be coordinated out by the Participating UN
Organizations according to the agreed evaluation Terms of Reference (TOR). UNDP undertakes the responsibility
for consolidating the final evaluation report in consultation with the participating UN agencies.
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Reporting: The UNDG annual Standard Progress Report format will be adapted for the Joint Programme
reporting purposes, reflecting the donor requirements.

Monitoring and Evaluation of the project will be conducted using the project-specific log-frame attached to the
present description of the action. The partner should report on the resuits at impact, outcome and output levels,
linked to sources of verification presented in the log-frame. Reporting will be carried out through Progress,
Interim and Final Reports as laid down in the present Description of the Action and general conditions as set out
in Annex 2 to the present EU-UNDP (etc) agreement. Once arrangements are in place for UN agency access to
the EU projects monitoring platform OPSYS, the partner will report through OPSYS. The results framework may
be revised for further streamlining by the parties; with that in view, for the better quality of the log-

Each Participating UN Organization will provide the Administrative Agent with the following statements and
reports prepared in accordance with the accounting and reporting procedures applicable to the Participating
UN Organization concerned. The Participating UN Organization will endeavour to harmonize their reporting
formats to the extent possible:

(a) Annual financial statements and reports as of 31 December with respect to the funds disbursed to it
from the JP Account, to be provided no later than four months (30 April} after the end of the calendar year;

(b) Certified final statements and final financial reports after the completion of the activities in the approved
programmatic document and including the final year of the activities in the approved programmatic document,
to be provided no later than six months {30 June) of the year following the financial closure of the JP.

The Project Management Unit will develop the following reports, in accordance with the reporting procedures
applicable to the Participating UN Organization.

(a) Annual narrative reports, to be provided no later than three months (31 March} after the end of the
calendar year.

{b) Final narrative report, after the completion of the activities in the approved Project document and
including the final year of the activities in the approved Project document, to be provided no later than four
months {30 April) of the year following the financial closing of the JP. The final report will give a summary of
results and achievements compared to the goals and objectives of the JP.

The Administrative Agent will provide the Steering Committee and the Donor with the following statements and
reports, based on submissions provided to the Administrative Agent by Participating UN Organizations prepared
in accordance with the accounting and reporting procedures applicable to it, as set forth in the TOR:

{a) Annual Consolidated narrative and financial progress reports, based on annual progress reports received
from Participating UN organizations, to be provided no later than five months (31 May) after the end of the
calendar year;

(b) Final consolidated narrative and financial report, based on final report received from Participating UN
Organizations after the completion of the activities approved Project document and including the final year of
the activities in the approved document and including the final year of the activities in the approved
programmatic document, to be provided no later than seven months {31 July) of the year following the financial
closing of the JP. The final consolidated narrative report will contain a summary of the results and achievements
compared to the goals and objectives of the JP,

The Administrative Agent will prepare consolidated narrative progress and financial reports, based on the
reports referred to in paragraph 1 (a) to (d) above, and will provide those consolidated reports to each donor
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that has contributed to the Joint Programme Account, as well as the Steering Committee, in accordance with
the timetable established in the Administrative Arrangement.

The Administrative Agent will also provide the donors, Steering Committee and the Participating UN
Organizations with the following statements on its activities as Administrative Agent:

(a) Certified annual financial statement {“Source and Use of Funds” as defined by UNDG guidelines) to be
provided no later than five months (31 May) after the end of the calendar year; and

{b) Certified final financial statement (“Source and Use of Funds”) to be provided no later than seven
months {31 july) of the year following the financial closing of the Joint Programme.

6. Legal context or basis of relationship
Table 1: Basis of Relationship

Participating UN Agreement
organization
UNDP This Joint Programme Document shall be the instrument referred to as the Project

Document in Article | of the Standard Basic Assistance Agreement between the
Government of Georgia and the United Nations Development Programme, signed by
the parties in 1993.

FAD The Food and Agriculture Organization of the United Nations and the Government
of Georgia signed agreement for the establishment of the FAO Representation in
Georgia on 26 January 2004,

UNLDO UNIDO will operate under the Standard Basic Assistance Agreement between UNDP
and the Government mentioned above.

oM The Country Mission Office was established in November 1993. The Cooperation
Agreement was signed between the IOM and Georgian Republic on 6 September
1994.

The implementing Partners/Executing Agency™® ogree to undertake all reasonable efforts to ensure that none of the funds
received pursuant to this Joint Programme are used to provide support to individuals or entities associated with terrorism
ond that the recipients of any amounts provided by Participating UN organizations do not appear on the list maintained by
the Security Council Committee established pursuont to resolution 1267 (1999}, The list con be accessed vig
http://www.un.org/Docs/sc/committees/1267/1267ListEng.htm. This provision must be included in all sub-contracts or
sub-agreements entered into under this project document.

13 Executing Agency in case of UNDP in countries with no signed Country Programme Action Plans
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7. Work plan

S0jPape

Qutputs, activities/sub-activities Year1 Year 2 Year3 Yeard
Output 1 Strengthened capacities of policy-makers and other stakeholders
to identify and develop clusters
1.1: Cluster mapping and analysis
1.1.1 Desk review of available studles
11.2 Definition of identification and selection criteria with national and local stakeholders
1.1.3 | Questlonnaire development and collection of information at the field level
114 Data analysis
115 Validation workshop
1.2: Cluster Diagnostics
121 Identification of potential clusters for which the diagnostic will be undertaken
122 Diagnostic and on the job training for local counterparts
123 Local focus groups and SWOT analysis
1,24 | validation workshops at the local level
1.2.5 National seminar to present the results of the mapping and the dlagnostics
1.3 Awareness raising on clusters
— A% —
131 | Identification of support Institutions to be targeted
1
132 Awareness seminars targeting institutional stakeholders and Identified potential cluster
= members to sensitize them on the avaliable policies and support schemes
1.4 Local and national institutions capacity building on diagnostic and action planning
Ao Identification of potential local and national institutions to be involved In the training
o {local assoclations, institutions, technlcal centers, local governments, universitles, etc.)
143 Tralning of local and national institutions on the cluster development approach witha |
| o focus on diagnostics and action planning for sustainabillity
1.5 Up ta 2 pifot clusters identified through the diagnostic realize collective activities
151 Identification of collective activities that clusters can put In place and work plan
z | validation with the identified cluster stakeholders
152 Implementation of cluster collective activities invalving the cluster existing governance
o structure
Output 2. Pilot clusters in packaging and seeds/seedlings sectors are
waorking to enhance their value chains 1 i
Intermediate result 2.1: Cluster management organizations are formed
211 Facilitate the formation of a packaging CMOD
Creation of the Seed Association of Geargla, composed of clusters of cereal seed
| 2.1.2 producers and seediing producers {nurseries). Signing MOL! with Jigaura germplasm
Bank.
2 The support in the implementation of the certification system for planting material of
' | frult species and vine




Outputs, activities/sub-activities ' Year1 vearz Year3 | Yeard

Intermediate result 2.2; Capacity Development of CMOs

-+

| Farmulate operating rules of the CMOs and business madel, including institutional and

25 financial sustainability
) Provide ongoing support on institution bullding including in tha areas of finances, HR,
marketing and communication
Intermediate result 2.3: CMOs are able to work as sector coordinators
L 231 Support CMO in strategyjeve!opment and implementation .
232 Conduct a sector needs assessment of the packaging sector, incl. skills gaps
233 Support CMOs in membership growth and inter-firm cooperation
234 Support CMOs in supply chain issues {like marketing and technology adoption), In HR
development and CMO members’ employees skills development
235 Support CMOs In Public Private Dialogue and advocacy, e.g. in recycling
2.3.6 Support certification and seff-certificatlon
2.3.7 | Supportcompliance with quality standards and new regulations In the packaging cluster '
2.3.8 | Support the creation of new businesses, If required
2.3.9 | Supportinter-cluster iinkages and the Internationalization of the clusters
2.3.10 | Establish and coardinate network of demonstration plots in seeds and seedling cluster |
3311 Implement training and capacity building programme for seeds and saedlings cluster
| members L
2.3.12 | Create a multi-stakekalder platform for seeds and seedlings
Intermediate resuilt 2.4: Support CMOs as service providers
241 Capacity devgl_opmem of CMO staff to provide support on standards and certification,
'_2.4.2 Capacity development of CMOs to_provide business advisory services
243 Capacity development of packaging CMO to provide business diagnostics and coachling
244 Capacity development of CMOs on sectoral service provision
Intermediate result 2.5: CMOs Support of Extended Producer Responsibility
=y Analysis of EPR support needs of ciuster member companles including environmental
scan of cluster member companles
152 Recruitment and/or training of staff to provide support services on EPR issues in
packaging
252 Provision of support in EPR lrnpifmenlatlon In packaging
_ Cutput 3. Strategic investments support the growth of the selected clusters
Intermediate result 3.1: Identify strategic investment requirements L
311 Identify strategic investment requirements and potentials .
Intermediate result 3.2: Deyflop criteria and ToR for grants provision and monitoring. |
3.2.1 Develop criteria for suppart measure In each sector | |
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Qutputs, activities/sub-activities
[ 3.2.2 i Develop 50Ps and manitaring procedures
Intermediate result 3.3: Selection and monitoring of grants
331 Promote the avallabillty of gramts, if required
o Review applications, select beneliciaries and disburse funds according to developed
criterla and 50Ps .
341 Monitor Implementation and evaluate results
Output 4: Migration is a mainstream component of SME Development |
support .
Intermediate Result 4.1: Diaspora mapping has taken place
4.1.1 Diaspara and their professional qualifications are mapped using Namsor software.
4,1.2 the Dlaspora portal is further developed to faclitate
4.13 Dlaspera in 3 countries will be surveyed
__5.1.4 | Roundtable workshop on mapping survey findings and recommendatlons
Intermedlate Result 4.2: Diaspora are engaging with selected SME clusters
421 Tralning and development of diaspora llaisons 1o better utilise resources of 4,1
__4.3._2___‘_4_ Pevelop networking event in the EU
423 | Develop netwarking event |n Ge_o_rgla
e Qualified diaspora assignments (at least one-manth length), 1o CMOs and Individual
enterprise for capacity bullding, support In competitiveness and growth
Intermediate Result 4.3: Diaspora are considered in the development plans of local
authorities and CMOs
4.3.1 Tralning for local authority on Diaspora engagement
4332 Train_lng for CMOs on dlaspora engagement |
PROJECT MANAGEMENT, MONITORING AND EVALUATION
Management, monitoring, reporting
Final eval_l.!et_i_on
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Attachment 1: Pilot Sectors
Packaging

The packaging sector was identified as a priority sector on the basis of its size, opportunities for growth and its
broader significance for the Georgian economy through its impact on other sectors and on recycling. From the
point of view of size, there seems opportunity for growth, particularly through import substitution and growth
of the domestic market as a whole as a result of shifts in production and buying patterns. There may also be
opportunities for niche exports. The sector also brings potential benefits for the wider economy, since absence
of quality packaging provided in a flexible manner, is a bottleneck for some sectors, particularly food. In addition,
improvements in local packaging may be necessary for the fulfilment of EU phytosanitary standards, and
improvements in the packaging sector would be useful for environmental reforms, particularly recycling.

The analysis below focuses on the cardboard and plastic producing sector because there is only one registered
company in Georgia producing glass bottles, calied Mina. From conversations with Mina management, it also
seems that there are good reasons why other glass bottle producers will not open. Therefore, it seems like an
inappropriate sub-sector for cluster support.

Size, importance and growth potential of the sector. Geostatic Enterprise Survey provides data on cardboard
and plastic national production outputs, as follows:

Figure 6: Geostat Data on Production Volumes/Cardboard and Plastic Packaging (000 GEL)

2013 2014 2015 2016 2017
{preliminary)
Cardboard 11,508.30 11,235.10 11,036.60  12,206.90 25,620.10
Packages
Plastic 24,329.00 29,191.10 40,561.60 49,151.30 56,673.30
Packages |

This shows a modest scale of production, compared to the imports below though, this also suggests truly
dramatic growth in recent years. In cardboard packaging, this growth seems to have happened with production
doubling in one year. Even more remarkably in some ways, the large plastic packaging has more than doubled
in 4 years. Of note, this is still preliminary data and may further change. (NB further verification will be sought
before final proposal is submitted).

Figure 7: GeoStat Data on Exports and Imports for Paper Packaging {2018}

Paper packaging products
Q00 USD HS 4 digit level codes 4805 ; 4807 ; 4808 ; 4810 ; 4811 ; 4819 + H5 6 digit Code
482369*
Year 2011 2012 2013 2014 2015 2016 | 2017*
imports 35,046 | 41,332 | 43,782 | 39,965 | 33,070 | 38,846 | 26,398
Exports 611 7,718 5,351 2,350 962 506 780
BOT for this category -34,436 | - 33,623 | -38,431 | -37,615 | - 32,108 | -38,341 | - 25,619
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Figure 8 GeoStat Data on Exports and Imports for Plastic Packaging (2018)

000 USD Plastic packaging products

{HS 4-digit level code: 3923* + HS 6-digit level code 630533*)
Year 2011 2012 2013 2014 2015 2016 2017%
Imports 37,112 43,059 44,451 45,682 36,961 34,215 34,073
Exports 499 1,969 2,761 3,875 3,575 3,624 6,372
BOT for this category -36,613 | -41,090!| -41,690| -41,807 | -33,386| -30,5%0 | -27,700

This suggests both a reasonable scale and an apparent opportunity for import substitution. it also shows a drop-
off in imports of paper goods that matches the local production jump in the same year.

Most of the imports originate from Turkey. The main input supply for packaging production is waste. There is
often a two-stage process, where processing of recyclable waste is used to produce a preliminary material
(either paper or plastic) which is then shaped into the new packaging product. The Turkish packaging sector
benefits from huge economies of scale, as recycled materials are processed and turned-into new products on
the same plant. However, the scale often results in a more standardised product that sells in larger volumes.

Georgia used to have comparative advantage from lower waste price and lower input prices, particularly
electricity. Since the collapse in the Turkish Lira, this may no longer be the case, though labour is certainly still
cheaper in Georgia.

Another area for growth in local packaging sector is the development of the local market generally. According
to a study carried out by the USAID financed Economic Prosperity Initiative,

“According to 2010 data, per capita consumption in Georgia is 6.6 kilograms, in Azerbaijan its 5.5 kilograms, and
in Armenia-3.1 kilograms, whiles the same indicator in Turkey and Germany is respectively 98.7 and 222
kilograms” .4

Furthermore, Georgia is producing little in the way of manufactured consumer products. Its main industrial
products of manganese, steel and large manufactures need little packaging. Also, agricultural products are rarely
packed with both fruits and vegetables shipped in bulk (with considerable spoilage) and sold in shops with no
more packaging than a cellophane bag. This suggests that packaging is likely to be a growth area, as western
forms of food sale, in supermarkets rather than markets, increase.

Another reason why it is important to support the packaging sector is that the availability of packaging can place
limits on certain kinds of production. In Georgia, one of the complaints often made by producers who use
imported packaging, is that supply is unreliable and inflexible. This unreliability and inflexibility can create bottle-
necks and disincentives for production in other areas.

The inflexibility, and unreliability, of foreign suppliers to the domestic market also creates opportunities for local
producers. Many of the local companies acknowledge that while they are not still able to produce at the same
price level, their ability to sell smaller quantities, at shorter notice, is a distinct advantage. The USAID study from
2012, also suggested that this may create opportunities for the production of higher-end niche products — that
provide highly individual and stylised products. Investigating the opportunities in this area will certainly be one
of the ways in which this joint programme will look to provide input, in order to support innovation.

14 Eeanomic Prosperity Initiative (2012), Corrugated Packeging Sector in Georgia, USAID
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The final reason why an EU project, in particular, should focus on the packaging sector, is that packaging
development is relevant to the development of the Georgian market, in relation to two EU standards. First,
impravements in packaging are necessary to improvements in food safety. The packaging of food is a particularly
sensitive issue for the Association Agreement and the DCFTA, and part of this is the need to use packaging that
complies with certain standards.

Packaging products that comply to the appropriate standards are currently hard to produce locally as they
require a detailed understanding of inputs and a well-documented and reliable production process. Ensuring
guality of inputs can be difficult if locally utilised recyclable products are not reliably sorted or produced (for
example). Improvements in recycling standards should therefore make it easier for local producers to improve
their products and reach a larger market. Greater confidence on inputs may also justify investments in
technology, as it will mean that higher-end outputs are also possible.

The second issue is recycling. The production of packaging connects to reform in the recycling sector in a range
of ways. One of the primary materials for the sector is recyclables, but the lack of locally sorted waste collection
has made it difficult for local producers to use. February 2019 will see the beginning of requirements to sort
trash into different recyciable categories. This will create an opportunity for the packaging sector, and
improvements in the packaging sector should increase demand for local recyclables and help production.

Registered businesses in the packaging sector

The list of registered and active businesses, which is maintained by the Ministry of Finance and can be provided
by GeoStat, lists a total of 109 companies under different kinds of ‘packaging’; 30 paper and cardboard
producers, 67 plastic packaging producers and plastic processing businesses, and 12 glass producers,

Figure 9: Geostat data on the size of companies (6 companies missed information)'*

| Size of the company (2018)
Glass
Large i
Small 10
Paper
Small 25
Medium 4
Plastic
Small 56
Medium 7
_'I:Ptal 103

15 Geostat 2017, Small enterprises have an average yearly employee number less than 50 or yearly turnover less than GEL 12 million.
Medium enterprises have an average yearly employee number between 50-250, or yearly turnover between GEL 12-60 million and
large enterprises have an average yearly employee number more than 250 or yearly turnover more than 60 million.
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Figure 10: Geostat data on regional distribution of companies {2017)

Region | No !
Thilisi 70
Imereti 12

Ajara 6

Kakheti 5

Kvemo Kartli 5
Mtskheta-Mtianeti 3

Shida Kartli [T
_Grand Total | 103

Figure 11: Geostat data on regional distribution of companies by subsector (2017)

No

Glass

Thilisi

Imereti

Kakheti
Mtskheta-Mtianeti
Shida Kartli

Paper

Toilisi 26
Ajara

Imereti
Mtskheta-Mtianeti
Plastic

Thilisi 37
Imereti 10
Ajara

[y e S FSA RN

5

Kvemo Kartli 5
Kakheti 4
1

1

Mtskheta-Mtianeti
Shida Kartli
Grand Total 103

However, the pool of companies may be a lot smaller. Out of the 103 listed companies, only 67 have been
responsive and out of that group only 33 confirmed that they were active producers in the packaging sector.
These are overwhelmingly centred in Thilisi with no other natural cluster. Below is the geographic distribution
of companies {excluding the glass company Mina).

56| Fape



Figure 12: Distribution of Confirmed Companies

Plastic packaging companies Management location | Paper packaging companies Management location
Thilisi 11 Thilisi 10
Kvemo Kartli 4 Ajara

Imereti 3 “Mtskheta-Mtianeti

Ajara

Quria 1

Total 20 Total 12 |

Detailed discussions with Businesses

To have better understanding of the sector, 9 in-depth interviews were conducted with representatives of
different packaging companies.'® Most of these companies are located in Thilisi. For one company management
representatives are located in Thilisi but production takes place in Shida-Kartii. Only one was located in Rustavi.
The profile of the companies and their size are listed below. Companies did not give a standardized measure for
their size so different measurements are provided.

Figure 13: Output by year for interviewed companies (using different measurements)

Tons Unit mil. Products

LTD CaucasPack 2500 Disposable plastic containers for food

Consumer plastic bags, thermostatic
ackaging bags, big plasticb includ

LTD AA Plast 1600 k ) L ,'g - ',c A
agricultural plastic materials for greenhouses
and plastic mulch)
Stretched polyethylene film f i

LTD POLIEDRO 500 AU AU IR LA GG L
pallets

LTD Neoprint 1200-1800 Cardboard

LTD Georgian Paper

Elan 2 2p 1800-2000 Cardboard and Corrugated cardboard

products

ToCe 500-300 Paper packages for food products, cups,
boxes, bags, branded bags etc.
F k f | d

LTD Sharavandi I.Jod packages from polymer and paper,
different types
P k fi

LTD GreenPack 50 aper packages for food products, cups,
plates, bags, etc.

LTD Megaplast 15-20 Plastic buckets for food products

One of the first elements to note from these interviews is that none of these companies were warking at full
capacity. From ¢ respondents 6 reported preduction of less than 50% of their total producing capacity. The
representative of LTD Neoprint noted that the company has 2 production lines and only one line is currently
functioning and even this line is not working at full capacity. The representative of LTD Sezanne noted that they

16 the list was share by another packaging-support project, before the GEOSTAT data was made available.
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have capacity to produce 3 times their current production; representative of LTD GreenPack mentioned that if
the market was bigger, they would produce more than twice as much as they produce currently.

Most of the products produced by these companies are sold locally in Georgia. Some of these companies provide
packaging for big local chains of supermarkets, café/restaurants and even agricultural producers, wine
producers, and companies who export their products. Only a small portion of the production is directly exported
as packaging products. 3 out of 9 respondents did not export any of their production; 3 respondents mentioned
that they export small portion (2-5%) of their products to Azerbaijan and Armenia; and remaining 3 reported
export of 10-20% of their total production.

Export destination countries were usually Armenia, Azerbaijan and Turkey, but one producer exports to Israel.
On multiple occasions, the producers mentioned they were exploring opportunities to seli their products abroad,
in Germany, CIS countries, other EU countries and even in the USA.

Although, to be able to export products in EU countries certification is necessary and different producers
mentioned different certificates they had or were working on to get in near future,

Figure 14: Comments on certification

LTD CaucasPack “We have BRC certificate and 1SO Certificate”
LTD AA Plast “We plan to get certification in the near future. We produce our own

certificate on the base of raw material certificate and with description of
what procedures does the product pass through.”

LTD,POLIEDRO “Current production is not in contact with food products, so there is no
need for certification. In the future we plan to add new products and we
might need proper certificates.”

LTD Georgian Paper Mill | “We have quality certificate. There are consultations about The Certificate

of Origin with GCCL."

LTD Sharavandi “We are working on certificates ISO 2200 and 9001. ISO Consulting helps
us with this.”

LTD GreenPack “Now we are working on 1SO 2200 Certificate. Each our product comes

with production certificate. Production processes are defined, but we need
formal document for this.”
LTD Megaplast “GCCI helps with self-certification.”

The companies also recognize that Georgian Packaging Association is not established yet, but there are some
efforts made and work done to create it. Many of our respondents stated that they participate in negotiations
of its formation with GCCl and PWC as well as the British Plastic Producers Association, who are all partners in
the first round of the UK Good Governance Funded Project.

The Good Governance Fund project brought a UK packaging expert to help 8 packaging companies engage in a
self-assessment and certification process, intended to help them align with EU requirements. The project
succeeded in achieving this self-assessment with 4 companies and another 2 completed it partially. On the back
of this, the GGF plans to support the formation of a packaging association to expand and deepen certification.
This project ends in February and should leave a working institution which will form the focus of our Cluster
Management Organization
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Among the associations the respondents mentioned were Georgian Employers Association, Polymer Production
Producers Assaciation (directly translated from Georgian), British Packaging Association, Local Producers
Association, and British Plastic Producers Association.

During interviews with companies, the companies mentioned a wide array of problems including problems on
how the market works; challenges of access to finance; small market size; waste management issue; limited
export opportunities; need for certification; challenges of getting inputs; and finding qualified employees.

One of the biggest problems seems to be the provision of reasonably priced inputs, particularly recycled
products. Despite the fact that some of these companies are considered to be large producers with significant
market shares in the Georgian market, they are not big producers internationally. This creates a number of
problems. First, it means that they usually lack the local scale to process recyclables and rely on others to do it.
For this reason, Georgia finds itself in the strange situation where it exports recyclables that are collected locally,
they are processed outside the country and then shipped back-in to be used by packaging producers to make
the final product. This is not only expensive, but uncertified imports mean that the producers can’t always
reliably guarantee the quality of the final product or get certification for it.

On the other side, faced with large producers, Georgian companies find it difficult to compete on price. However,
where many local producers are able to take an advantage is in timeliness and flexibility. Foreign sellers of
packaging require from their buyers to make large purchases and local producers cannot afford such large
purchases, so local producers can do well by supplying smaller scale. One respondent suggested that collective
selling might help, "It will be beneficial if cluster approach is implemented. This will lead to multiple operators
making bigger orders together and price will go down to competitive price level.”

There is also considerable demand for skilis. Each respondent stated that finding skilled employees was a
challenge. There are almost no paper and plastic technologist on the labour market; even equipment operators
are hard to find. One respondent noted that he understands that quite narrow profile specialists are needed for
his production, but: “even finding people who have basic knowledge on how to operate equipment is extremely
hard”,

When asked for areas for development, most of the respondents mentioned that for exporting they needed
proper certificates and well-defined production processes. There were strong suggestions that the producers
understand the need to adopt new technologies, particulariy to make products greener. Producers also wanted
to add new products. Among new products there was mention of bio-degradable products and products that
can be easily added with slight modification of their current production lines.

There was interest in any new project bringing expertise that will help them in identifying foreign markets and
ways to access them. The EU market was mentioned several times, but with the opening of the market “there
are some standards and requirements that need to be met.” Producers expressed keen interest in consultations
that will bring them closer to exporting to EU.

Most of the respondents think that bringing sector representatives together to be provided technical assistance
and new technologies to be introduced will be beneficial, but some stated concerns that the sector contains
many different types of productions and sometimes necessary information for one producer is irrelevant to

another. Two respondents suggested that providing such consultations would be better if such trainings took
place at more “micro level”.
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Seed/Seedling Sector

Georgia's agricultural sector remains critical for the overall food supply, for the Georgian economy and for the
social and cultural fabric of the country. According to preliminary information from GEOSTAT, the national
statistical agency, in 2017 agricultural production accounted for 8.2 percent of the Gross Domestic Product
(GDP). Qut of it, animal and plant production contribute 56 percent and 38 percent respectively. More than 40
percent of the economically active population and more than 90 percent of economically active rural residents
find employment in agriculture; however, only less than 1 percent of economically active population is formally
employed in this sector.

These facts clearly indicate that despite the overall economic progress of recent years and promising processes
unfolding in agricuiture, much remains to be done to ensure the successful modernization of the rural economy
and inclusive growth. The small-scale and fragmented nature of agricultural production, the chronic lack of
technology and expertise, the poor state of rural infrastructure and the difficulties in accessing the finances
needed to upgrade productive capacities necessitate further comprehensive reforms in the Georgian
agriculture,

Agriculture production is concentrated among small-scale farming households. According to the results of 2014
Agricultural Census, 571 900 family holdings farm about 86.5 percent of total agriculture. The majority of
holdings have small plots. About 77 percent of family holdings have, at most, one-hectare area of land, and the
average plot size per family holding is 1.2 hectares.

State allotment to the agriculture sector has increased substantially during the recent years. Ministry of
Agriculture’s ongoing main activities include animal and plant health protection, research, international
promotion of Georgian products, support to the development of business-oriented farmer groups, rehabilitation
of irrigation and drainage systems, and improvement in the availability and accessibility to financial resources
and production inputs {planting stock, seeds, fertilizers, and chemicals, etc.). State funding of agriculture sector
and the share in total budget allocations from 2010 to 2016 have increased by 48 percent and 41 percent,
respectively (Figure 1).

Figure 1. Budgetary allotments to the Ministry of Agriculture
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International Trade of Agricultural and food products
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Georgia’s main trade partners in agriculture and food have included the Republic of Turkey, and member
countries of the Commonwealth of Independent States (CIS) and the European Union. Georgia has a DCFTA with
the European Union, Free Trade Agreement (FTAs) with CIS members and the Republic of Turkey, and General
System of Preferences (GSP) trade regime with the United States of America, Canada, Japan, the
Swiss Confederation, and the Kingdom of Norway.

Georgia has been a net importer of agriculture and food products. The total trade turnover fell in 2015 due to
political and economic developments in main trade partner countries. In recent years, the growth rate of exports
has been higher than that of imports.

Recently, fifteen agriculture and food products account for about 78 percent of total agriculture exports, with
live animals, hazelnuts, wine and mineral water making up 50 percent of these exports. The most significant
growth rates during the last five years were observed in the export of live cattle, fish meal, hazelnuts, mineral
waters, and wine (Source: International Trade Centre, estimates 2016).

The main 15 imported products represented about 47 percent of total agriculture imports, with wheat and flour
totalling 14 percent of them, which clearly states the weakness of the cereal production sector.

tmportance of the seed/seedling sector

One of the key underperformances of the agricultural production is the yield per hectare of most of the crops,
which is aggravated by the very small size of plots, leading to a subsistence farming and an increase of the rural
poverty. While the size of plots is a very structural problem linked to land tenure and the distribution of land
after the collapse of the Soviet Union, there are no technological nor structural problems that should impede a
steady increase of the yield per hectare in the coming years.

Together with improved extension advice provided to farmers, that would |lead towards improved agronomic
techniques, the quality of seeds and seedlings is probably the key underperforming factor where more advance
can be done with a relatively small effort in terms of policies and investments.

This is why the seed certification has been a priority for the Ministry of Environmental Protection and Agriculture
of Georgia (MEPA} since 2012. As a result of the support provided through the ENPARD Programme by the EU
as well as the Austrian Development Agency (ADA), FAO provided technical support to develop a seed
certification scheme for cereals in 2014, that led to the voluntary certification of wheat and barley seed
production since 2016, that will be obligatory as of October 2018, and the laboratory for seed certification was
fully equipped and the staff trained. Another big step ahead was the approval of the seed law in 2017, that
provided the right basis to give legal stability to the seed sector and assurances for the big seed producers
worldwide to include Georgia as a market for their premium genetics. The law provides main principles for the
seed and seedling sector regulation in Georgia and currently SRCA has finalized drafting of the bylaws and
technical regulations for the seed production and certification and will be followed by bylaws and technical
regulations for the seedling sector including fruit trees, berries and grape vines.

The figure 2 below, with data from GEOSTAT, shows the increase in the yield per hectare in wheat production,
and the significant increase in the wheat yield produced as of 2015, coinciding with the voluntary certification.
While the yield per hectare of maize (through non-certified seed) followed a very unstable tendency, the yield
of wheat has followed a much more stable pattern, and with a less dependency on the climatic conditions.
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The figure above, although only focused on the wheat seed, shows the clear opportunity to significantly increase
the yield per hectare in a relatively short period of time, and this very low yield can be applied to most of the
commodities produced in Geargia. The seed certification of wheat and barley shows, therefore, the appropriate
path towards an improved agriculture in Georgia, and the MEPA is moving forward with the certification of
potato seed and planting materials (rootstocks and seedlings).

In this endeavour, several partners are joining forces in supporting the efforts in the policy, regulatory and
technical framework, including the International Centre for Potato (CIP) with ADA funding, as well as the ENPARD
programme through FAQ technical support, and some other initiatives, such as the ongoing TAIEX support
provided through Italian experts to the Scientific Research Centre for Agriculture, dependant on the MEPA, that
is also the seed authority for Georgia.

This project comes as a perfect complement of the efforts already being implemented at the policy level to
support the private sector (seed cereal producers and nurseries) to consolidate the efforts already being made
by the seed companies to adjust to the obligatory certification as of October 2018, but also to accompany the
nurseries in the ongoing process of development of the voluntary certification for seedlings, focusing in orchards
and grape vines. This project would also provide a very significant improvement for seed and seedling producers,
if a seed/seedling association can be created in Georgia, that will act as the private representative of the seed
sector towards national and international fora.

Unlike annual crops like cereals or potatoes, the certification of seedlings and grape vines have a transcendental
importance for farmers. Indeed, in Georgia it is not unusual that, only after several years taking care of their
orchards or vines to grow and start production (and at a cost), farmers will realise that their orchards or vines
are from a different variety than the one they had paid for and planted, or that the genetic purity of their
plantation is far from what the nursery producer had praised when the seediings were bought.

To complicate things further, seedlings for orchards and grape vines are composed of two different parts, the
rootstock, in which it is grafted the scion {aerial seedling that will produce the selected variety). For a seedling
to be certified, both components, the rootstock and the scion, need to be certified, not only in terms of varietal
purity, but also in terms of virus free.
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Without an appropriate certification system for seeds and seedlings and the regulatory and inspection role of
the Seed Authority, the farmers cannot be sure of the genetic purity of the seeds and seedlings that they are
buying, leading to mistrust between providers and buyers, and often to the recycling and reuse of seeds, with
the risk of genetic erosion and underperformance in the field.

Certification is necessary to ensure that the farmers can rely on the declared description of the seeds and
seedlings they procure, which in turn is one of the elements needed to increase productivity.

Agriculture can be a significant driver of growth, export improvement and poverty reduction. In terms of growth,
the low levels of current yield offer an opportunity for productivity gains to be a large net contributor to
economic growth generally. in trade, agricultural products remain Georgia’s |argest productive category of
tradable goods and so offer one of the clearest paths to increase exports. Finally, as the biggest ‘employer’ of
the poorest class of people in the country, upgrading agricultural productivity is the surest way to generate pro-
poor growth.

Size of the Seed and Seedling Sector

Nevertheless, there is a significant increase in number and size of the nurseries following the demand on
seedlings triggered by the GoG programme “plant the future”. Similar increase is expected within the seed sector
as soon as the mandatory certification of wheat and barley seeds will be enforced in 2018.

The main Georgian seed producers for wheat are able to produce and market around 500 tonnes for wheat seed
out of a market need evaluated to 7 000 tons (estimation based on planted area), which is roughly a 7% of the
market needs. Assuming that the wheat producers would renew the seed only every three years, as it is an Open
Pollinated Variety (OPV), the production would not go further than the 21% of the market needs for this crop.
The situation is more drastic for the hybrid seeds. which needs to be procured every year from foreign markets,
leading to higher costs to the farmers as a result of the fluctuations of local currency.

According to the National Wine Agency, estimated demand for the grape vine seedlings per annum is around
ten million vines, without taking into consideration the vines for table grape production. Today the grape vine
nurseries active in Georgia are not able to satisfy the demand, to a point where there are imports of seedlings
of Georgian varieties coming from several European countries. Taking into consideration the increasing trend of
the wine production in Georgia and exports, that has led to a planted area of vineyards in a continuous growing
trend, grape vine nurseries are under an increasing pressure to be able to meet the market demand.

While the demand for scions for Georgian varieties could be met to a certain degree, there is a worrying lack of
mother rootstocks of American varieties resistant to Philoxera.



A similar situation in terms of the demand for the fruit tree and berry seedlings are estimated by Scientific
Research Centre of Agriculture. More than five thousand hectares of the new orchards were planted under the
government programme “Plant the Future” since its inception, with a subsidy of a 75% of the price of seedlings,
leading to a significant pressure to meet demand on the 62 nurseries in Georgia authorised by APMA to deliver
seedlings to this programme.

Production numbers below give some idea of the scale of the sector in terms of production.

Figure 15: Annual and perennial crop production, ‘000 tons

Crop 2010 2011 2012 2013 2014 2015 2016
Annual crops
Groins 214.8 397.4 370.0 483.3 434.5 4201 424
Beans 5.8 8.9 9.6 10.5 7.6 55 5.8
Patato 228.8 273.9 252.0 296.6 216.2 184.6 249
Melons 40.9 42.8 36.7 66.4 85.9 72.6 72.8
Vegetables 175.7 185.8 198.5 204.8 153.6 152.3 141.7
Fodder crop 37.1 66.6 36.9 41.1 41.5 61.2 55.1
Perennial crops
Fruits 124.1 187.3 157.9 2176 210 144.3 186.4
Grapes 120.7 159.6 144.0 222.8 172.6 214.5 159.2
Citrus crops 52.1 54.9 77.0 110.4 69.8 77.6 66.5
Teo 3.5 29 2.6 33 18 2.1 3.0

As an alternative mechanism for collecting aggregate data, the GEOSTAT Business Registry includes a category
of “horticulture, decorative gardening, and nursery products”. This category has 106 registered businesses. In
order to add to this data, particularly verifying the type of business and location, all of these companies were
contacted. Only 71 representatives were responsive. Out of these 71 registered businesses, 26 responded that
they were operating in seed/seedling sector and two of these 26 were currently not functioning. 25 out of the
26 companies were small companies and one was medium.*’

It is worth noting for the purpose of cluster consideration that, from the list of businesses that were interviewed,
while Thilisi was the most common location for registration, the place of operation was different.

Figure 16: Regions of registration and operation of the sector representatives interviewed

Location of location of
Registration operation
Region Types of products produced in each region
(from the {from
database) interviews)
Seeds {potato) and saplings (different fruit
Kakheti 3 7 trees, different nuts, olives, decorative
plants)

17 Geostat 2017. Small enterprises have an average yearly employee number less than 50 or yearly turnover less than GEL 12 million.
Medium enterprises have an average yearly employee number between 50-250, or yearly turnover between GEL 12-60 million and large
enterprises have an average yearly employee number more than 250 or yearly turnover more than 60 million.
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| Saplings (different fruits, fruits and berries
Shida Kartli 3 4 Bunesls) . ==
different nuts, decorative)
Miskheta-Mtianeti | 2 3 | Saplings (grapes, walnuts, decorative)
Ajara 2 2 Saplings {citrus, berries, decorative)
Imereti 1 2 Seedlings {strawberries, melons, lettuce)
| _ Seeds (cucumbers, tomatoes), seedlings
Kvemo Kartli 1 2
{grass)
| Sa relo Zemo-
meg. 2 2 Saplings {fruits and berries, different nuts)
Svaneti |
Guria |1 1 Saplings (decorative)
Thilisi 11 1 Seedlings (decorative-flowers)
= Seeds (strawberry, lettuce, and other
missing 0 2
vegetables)
| Total 26 26 | |

To supplement this information in-depth interviews were conducted with 6 companies. 4 respondents were
located in Shida Kartli (2 in Kareli, one in Gori municipality, one did not specify municipality), one was producing
in Thilisi and one in Kakheti. All the respondents were producing fruit saplings; one was additionally growing
seedlings for 1-year-old plants.

This suggested some particular dynamics to the business. The first dynamic is that the business is currently
marked by under-utilisation. The production numbers of the producers being interviewed are listed below.

Figure 17: Production numbers and main types of products of interviewees

Output per year
Company Name Thousand saplings Comment
LTD Georgian Agrarian Union 600-700 i Both seedlings and saplings
SE Gogita Shermadini 30-50 fruit saplings T
mainly walnut saplings, small
LTD Agronet 10 number of other plants
fruit saplings more than half
LTD Complex Agro 200 apples
SE Tornike Barbakadze 7-10 fruit sapiings_ rﬁaihly“ab-ples
walnut sapl-i-n-gs 90 thousand,
Cooperative Nikozi 160 almond saplings 70 thousand

The interviews included companies with a wide range of sizes. All the larger producers suggested that they were
currently producing at significant under-capacity. Representative of LTD Georgian Agrarian Union mentioned
that they can produce up to 1 million seedlings/saplings per year; LTD Complex Agro representative said that
they use only 25% of their production capacity and representative of Cooperative Nikozi noted that the
cooperative can grow up to 500 thousand nut saplings per year if they had access to funds/buyers.

Another characteristic is that most of the production is for local users. Small producers generally sold within
their region and larger producers sold across the country, in line with the Government efforts since 2012 to
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promote orchard and grape vine production, that led to a significant co-investment in seedlings, mainly through
the Plant the Future APMA programme, but also the Preferential Agro-Credit Programme and mare recently the
Tea Rehabilitation programme for the tea seedling production. In spite of this significant efforts to facilitate the
sector, a part of the market opportunity was covered with imports of seedlings from Turkey or European
countries. This gives a sign of the weakness of the Georgian nurseries, as well as an indication that an improved
regulation of the sector, driven by the certification process, should be a priority in the coming years.

This underperformance of the Georgian nurseries to deliver verified quality products in fruit and berry seedlings
and grape vines, in a context where the demand clearly exceeds the supply, is clearly stated by both involved
agencies from the MEPA with competencies in grape vines and orchard seedlings, the National Wine
Agency{NWA) and the SRCA. The main reason for the under delivery of the nurseries operating in Georgia is
weak and non-reliable rootstock production for both fruit seedlings and grape vines.

The reasoning of this lack of mother rootstock is the technical complexity for the correct maintenance of the
elite mother root stocks to be used for vegetative propagation purposes, and inappropriate agronomic activities
may lead to the contamination of viruses or nematodes. In Georgia, only the Jigaura facility under the SRCA can
be considered as a well-maintained nursery for mother root stock, providing a valuable service for the genetic
conservation, but only able to cover a very small fraction of the country demand for root stocks,

As a result, most of the nurseries are obliged every year to research in foreign country markets, identify proper
mother rootstock and import it to Georgia and conduct grafting in the country. This means a significant
constraint for the development of the sector, and at a cost. Indeed, the cost of the imported certified mother
root cost is roughly half of the market price for the final seedling or vine. This not only increases the price of the
final product but requires additional administration expenses from nursery and higher operating costs in terms
of identification of foreign suppliers, ensure the certification of these imported root stocks and finalise the
import within the appropriate time frame to allow for the grafting locally in due time.

This bottleneck for the sector is proving to be a major threat for the economic viability of many nurseries, to a
point that Georgian farmers are importing directly grape vines already grafted with Georgian varieties in
European countries. The fact that a Georgian farmer is importing certified grape vines of endemic famous
varieties such as Saperavi from a European producer is symptomatic of a critical problem in the local supply. The
fact that this problem is mainly technical and regulatory {through an appropriate certification process) provides
good grounds for a possible correction of this bottleneck if the State and the private sector join forces.

The nursery producers have stated the general problems that they face on their activity, such as access to
finance, availability of technology, size of market and unpredictable changing demand, but also and more
importantly the lack of available staff with technical horticultural skills, particularly grafting and, as the need of
a general certification process the ensures the quality of their production and allows to access to foreign
markets.

Alsg, in most instances, there was an understanding that the inclusion of trainings on production standards, new
products and identifying foreign markets would all be valuable, this was particularly the case for the larger
producers.

66 | |



aded] L9

T 1
_, _
o oo E O DOO0Ty 1l e i T L .n n= kﬂg——giﬂi..—.—
i
|
- o EEowe B DEwes [y OzesL [£1 S e | Bl nis 59 WO0L) Rty Pebug L |
i
|
| i
B mW3ET) b e o e Nr (TS i dieilin L ] ] 1GDN Ner) sopurpony) Dekig I |
| | i
i 3 NOW
iy o DTS i NEET £: s £1 ooy A ] . Ll rn—ug.m’..gm!teir—
e peese L aen £ e £ jneei i mey s <N (BOH ROL) il Uy Soums gy |
o e o 1 pucon o oco foans wau o WL ey panonl
e K e 1 et Fi pzest 1 ot L ooz - 40NN R0 w11 sEvceey susming | |
+ 4 . +
. . Toon
hy jEosr ) vt EL pacwre Mﬂ. L £ _anu now ] it} vasy v padoamag sl
i
| |
A¥ e £F ORiLZ £ RSy gl pooee I e Lo N Py 185 KO0 A L
i - anias
I+ PRI Er el El momsne I 1 i oS o a0Mn W) ARy pressd gt ooy [F
1) mezer Fi EOTEE LY £l oLl 43 (<73 13 ot L SO £O-rES ROGLE SOwumy £ i |
b e Qi O t g
[R——— e anE __l._- -p FmLang Tl. L JG ] I! LI L ) AW -any wun| e un wn _ Aoy disbep-angslietews i
— L .‘Ill|||l-l|bl- -  —— L -
| o LT FITY T g, Py _ L. |_ — i
= 05N} NGseaD W FrsusiRREdiGS JOIME MEAI K] UON2Y SARRAGULY 3 LBOANE ISCLOTTIOLAN] 19 WK - | THANY & X ) a |

198png z yusawiydeny



afed| 89

P PO "R "SR O Lo w0y eygmuoden: {0s) kepiny
T L T iy P,

i i i .

ig..l_.wniek.ns..i. Lt Dol -ﬂ“ﬁz!l!:nil_.ma.ﬂnii!l»ﬂ PR b s i pomst P jmomt bz fosms o no {BON W02 mopQ wewsOevmn sass 7] |
Apoanp varem Lap8ong pus {uspsds e ._
2 " 10 eyt Loy LED PUS LIIIOSD 10§ SHMMOUES] WOy MG LIS 0K
sapn o gk “mapg = o]




3 dp
aded|eg
et L T I m L) v — L L s e e
o AR SRl pun terel sy Bl g iy v Al | o o of 1 CE 0 X O i kA | OO 5 SARhg S RAARYELY
e Rl e IR B o R b AR T : T z o5t ..%'oniiw S e
L - ].Itﬂ&iiﬂ%i o I t or [ BRI K 0 Wl s Wi RaNCNL Y
Tl ks 4 400 |0 SRaq g v i bl T I | ; . _m
wny peyees aond . spadoned g ] _ | eey elasrn o yesusnguLsdes ¢ot)]
li.oonx!l!!!ril..lﬁ.lllﬂ-i-l sruan .rua_ﬂ g ot Fmome o= pa sl L) RO | audomesd IS U0 Bupma ixeoes ono T ”
‘}-Ii‘igilﬂﬂ-ip;glihgi_ R H Il -
_— gﬁﬂﬂ I mu rn_ﬂu.n o oo Pt e not I pssunies pue A e § oo KL P
gt Benp ) et 01 Sy I DO VT o = I ._Hgd I ! I
= = — 1 b 'l :
W) € YO M S RUIIOT 1 PN S0 S JO ST ] L TS S P 2004 I8 r b foote W oo oo sz Rrutdhissy noo | Bumgymsd Pt oninasm " Gusdirur wodeng |
n-q!!n.l._an.hlln e pu fantoany “Pupsicrus mIOds TR 0F pesrid Aep D . | - e
- e 1 G
Lprgs ied XI5 | QSR Hoddrt as) fumduen o) epssy 2hemas ._ Soddme dukdwsd Ry [ayroen | Bopmaes
g Lyt o (o dBoyunne) Sumsdl sub s A SRS MR HHIATIA T L) o0 o [ioaf o EHETRES o DL mans At oI ..:II..-!.:I“.!.IE:‘G asprin |
g!nalgz-ﬁggﬁaig.gligl-! R PR BIEOuSeD} Sampnag
- - - A =
[ Cor3 4a PTmsoger 0q e =R 1 P . AUBaT ) L RIUSLLG AL ©f CODDI SN | e [ Wnﬂnﬂ il watis : Lu gere -u.__.u.
T Ta ST | oy i e 00 61 (1] EEFT Pemad Bl i) Sdecy ok [u
(57 GSNI000°S US A5as Z T YL GSN) 1803 p0adr Dl 0 Jamunc y pue /el o} 4y
I opet 3Ond P O] o BT
| psnuoee DOGTL OS] SEmatA § Pu iDIY 12 (PSTU SACRARrs Pl LM AT ORI SNy _
iilﬁlggig I P 2 ), £ L= L oo L st s " —H_En_.!. i jmosT el oM Loy Qi *Sunopd “Sunseq Tl |
{700 S0P wynopuUry] 8 mus s Bunsbid 2y 005'| DS PO “ “Saorg] Japes BuBewond w» pog3 Busadng
{3hep OF 00 G51 0501 FUW ) AUmreucd 48R 05| OSEU LRI oo | pus (s g sy
QL) 5 pum a8y Lnmyrus Aphp 055 asnd 19y pue ey rmewn abiil] P wapd
oyvkm Bt BaEE W DRYY PUB SAORM Ity Dullenidne n) JUSRNEUD0 FRERLNES | R
g:}ii;ﬁi%iiﬁdwﬂ&g £ 208 ), sy Wl i
— - SO : " ] tur
s SEumaT § 01 00 0] LY SARED s LCgrOgu S pAs PR sumd Bunsen 1y |54 D} 188D i u - £ .T_g.__ 3 pUl.h I ..m T =S dOH
nnnnn TP O 1y oo Kper a1} | _u
SN SAATSS UmEU ) () B Pus Aurduss oy (00 1) 5N sebesnue sam sy e 10,4 -4 o [--—fi I B oo i oL dpra agNn
Puss s Burusus i fudl P <oy VR AU R ) wliestel S ALEE IS ORY) K0f S803 BN i Y i b 5
Sl
igiiniggiin_lilgu—ﬁﬂi r waey |
14 4 1) PIARSITES Ve RAUAIDmMARD KICROED IS DYYD L UOSAEN) U Pelmaee 8] L L] L] ol o £ foomo b oo prom atingms | SONN
Stumpn o i vy SR Apot pun Dunyowed UEASAR LARNE I UCREDEUOOELISI Xy SR Sl
Rt b SH0T B4] SR00 pum sulersduscs Busied ) BRSULRE 'LoS0APE K LA P ra!_ id [- -4 o0 0 O oo oo 1 v e RS WL SON
Eg‘igiiﬁl!Egﬂ-ilgg ) | = L
oA g 81 R 10 RENG PURC PR L T80 Y} BRI i
‘E!ga_giiﬂlﬂu.ﬂgiﬁ-i-& | i i P
gzugigtgilii!l’ii‘ig
oyt SAsLSE T s 08 gi!‘i‘lﬂllh!ll.!i L jmioes Tt X 000'SE ol | N
spreas oy g tusals Symnd o vowaban [ ]
| Bl Afegpinpe) L Sa8qua DPYY T iE-‘i i ot Busetiopmsn L
o L e RS d 8q 0 SEORINT BPNELY Lakih it
papide 2q "0 pryd e .y nl-l.nl:
L g0 RO R NG RAELIT “pmpads i il paatndinsd| TN
sabwurpy wee] Supey O #a P =} "y 10— D ey
st By aabwmALS i) o “Bumantpd 3 o L T, [T JOHN
._.i}uil-!lznlilﬁloauaizia—.l!ii.iil:ml-
sgmdw) Winaeg peoese 89 01 L | pns) smad ampn
(B oy AP (51 SN 4 wARR Lralyfebedd ¥ SPTILS T80 SOOI i Heai SuRdkisa SCLUm o Do2 Lok oo o2 L] daHn
19 Lexaaecend i “Repu Bugeseda Orp put ABesues Cyyd Budegsey 8 uC pesg Lanquisw £)
1y 80N “Jpows SERURTI] S CLEIGRS 18 CFYT) €3 MOGKIT PO vt 1) I FUCIY
. A snla -
Pepem 8 0f uDmwd S8 o ABemng OyyD Dubryong sl (880 Bunsssdn dprag) 0T Ed - 4 sep 40NN
P uoRas; seE G S0 S51 05N s drep 0G| OSTU ) PR B .m
Ppems 5 8] UomRAJ £3 pum AS4aG O Bubmpey pue (sepy Bugkesds "1pnig) O Mubmped 1. e ocL wrp <SONN
0 ungrusy eptTEen € S0 71 OSN Ay £ e O8N 05G) RFINSL00 Mruogessya o S
e e ST — E e - - Y
[ o sy puw femetind sesmum smarinbe 1 e wetotmy uff L e — o
i o wn
Ry SepLNy U | KRt e MU Aabusinly 1) TSADs Sdopey el [ d Wﬂ!ﬁﬂ ol Ovd h
- — +
. i 1
ot sanodant Dok 1y Wi DOy §0 SORIAR LG PEEY SR O K0 PARBONG 1egaaon ekt el |
05 01 PIGOTEE BEEAA | 7 (SRR SSUTUS LI ny) £9000 BuASL S8k SRANQAN _qu‘dﬁ.__. fes ot S ol 2% Bmars spama L |
0 LA O] 49 PABTRALS SIS 20 UCETISURGUS K PN 54 ] FLTIS 08 LEEEIMA Sy




aded|oL

N e Lt
SJNE L)
il
-
7]
dCNN
[-.7]
ovd
ovi
SOMN
orvd
ovd
ovd
ovi
oy
avd
v
[ )]
i S
[+ ]
Lo ]
oann
now
le | o
[ ] Bateurs pak Baddrw yadom F G
: ﬂ.—.-ﬂdm 1
aarn sk pre; oy paven o st ot eyl %
- - - = - Iﬂﬂ.h.mwu
i %ing}l;wr
- T bl ggil.ligg_nv
o Y By Ve T
m—— TERSETT |
u ke ui.. Ill!taic!!.slwl!l!.luo“ﬂq
13 [ ov: ek baharioy ] Lirte W r
o = = T e
; e bl dl | !‘I!!!llt-l!!!ll.lﬁb..._.«- 1
e i ov. iugﬁiui!"—ﬁv
| PEFRE 8q 0F LHEED bl 0 Ansiengd Bedoshed O SUBRBUAITS 30y SopE PUR S N 1] 0 D002 B [ea=l=] 13 _n_ o o't Pegueng oonNn ; ‘!ﬁ-!ﬁ”-ﬂ-!ﬂﬂ.il.wtqq
f— - b - —  — - + — = T
i PRI g 0 SRR ) 9 SERhUGM Susen 0 SBum | TR T L ¥ I e En -4 % . C __.ERHH oy OOMNA %!E‘”ﬂlﬁﬂ ¥
I ulliu‘.'ﬁ:g-!-lithtl-lnﬂ-lilgp.l.ll. i ﬁ oo .—v =] wuﬂud— hmmtny o] i.-ﬁnﬂl!!.-iuimllcilln._—nv




aded| s

ouwunr ) 081040 JONN wBAoAn prnd v L ZEYTL 'L O41di M) SiEed LR Rps Sum npIa] SulugreD JONN FNEL 6L JONN TYAOL —
FYSLELES - S10T 330 OBATUS i) S6d PEEFHED 3 01N _

ii.-%-.%.-.ﬁgiigir
oo Ty
———
i =]
[Puksetind pAmr LTS O2LdM] 903 USIRISMANEY dTHI PUE SEUTUE-HT 5] pabaud Lus) - .n I —M:". \Wl&
" i — T
=2 { i =l T e R TN T e e y A i 13 0 1 e 2 P I e o s P s =t E
oo ephanar, e s Bibemny mod g g YL e N T e e o i, A e
[ SOND e = — = s [ — ——— =
: 2 =
— RTINS FU Y] v 3 e L 0000 i ]
AR PO T O 3 0 ey LaR] T w6 pLom T LAY i =13 (I 1 T 7] X ]
TR e ] Jsh b, LA TR DA B ¥ ¥ i3 0 L N ] [ I T — 1 e [T il
]
wop0 (ovhad my At i) | 571 Y54 1 IS ¥ X3 KO 10 SPelud s Lps Py 21 o B EEL r. Tierogi 1 IRl g1 WHS AN} uma . G Landdne aR)0 (WK # Sl ) o
P00 - g ApIOSE (T 1) LY "R ‘S it | S8 Buan SGORuS = - o paAA Wos) Pusspppromau g0
SOy e ay T arain 84 o4
545 01 £8P 10q PeEInias ) P ST BASED WO e sar eumam & | LTI L FEaNy £ Miras £ mrle 3 ne 3 T Rt s ] DN VORI « Bl + S LIPS | ¢
AR P TR S 750G et Of PYPSRU SLEIS LEIFESUTHIMEE B0 ST o B
T T O 0 e 8 G S e PR S — =
0 L3 o 7 BageaTe pakind Dy S0 BN P SRS M0 (P P L e, e ez | el S 00 _H_Hm.n miad o [+ ] SEPEN put SO T BT
| o4 pamee sucsenr, o Lt st £ iy T e SO0 ERUOW SR RRTRIAN - e o £ oz A kel L o wsbomp v,
T
g 0 0L P Ao oy amen oy e o 0 n
LADUSW SOrm BOENGaY wromnsd wgn o 3 Ao ke DS Ut o0 S A i A b N =L £t ooz Fi peo s ot Hu_llui..lloileo_:

Burgyfiy pustt Buigieh 0y #1030 Ja £F "LOEPSUUED gLy Buspnpu el eyl 9] o) K
bk e & Py i Wi SOURBLEXRE LS PABNOR S2040 S 0 TR I LD P iy st soeey
o parg N3 L ...i.!-_aa!ﬂnsru!illl e = o el =273 Lant ] o ey
i U Gugodss my wey Lyporim ek i 0 B pue BussBenop o) PoEyR e
T R W5 P s i tBAEE SRTIGR U i I y = T T =
_upe 4 sepn p oo g &0 painba 53 il!.lﬂllﬁuﬂ“ ] = 3 1 1‘ B0 L e £ - g [¢] | 21 BegEurIRRT Sepsdrs s3p00 £
] - e}
o paubuss U Fegusiy B gy Agmuonodusd peEaoye “aodhl St
e Ly — o e | * TE: R oo i frenes ﬁ. = e ot s i

PR3 o) SORIAR U ) Podosd A1) S UOGON BR 07 Peuleml Lt i) Soept Snyoa s spmond Y




JOINT PROJECT BUDGET"

f———

Total Resources for the transfer (US$) 5,693,500
% of Indirect Costs** 7
Total indirect Costs 368,991
Total Direct Costs 5,324,509
Duration: 48 months starting on 1 February 2019 and finishing on 31 January 2023
PROJECT BUDGET ESTIMATED UTIUZATION OF RESOURCES (US5)
Participating UN | Participating UN | Participating UN | Participating UN
CATEGORY*** Total Amount (US5) | Organization- | Organization- | Organization - | Organization -
UNDp*e*s 10M UNIDO FAQ
Staff and other personnel
1 T 1,629,714 480,193 171,804 425,125 552,591.60
2 Suppli.es, Commaodities, 95,000 I 1 | 95,000.00
Materials
Equipment, Vehicles and
3 |Furniture including 146,071 57,454 7,200 - 81,417.33
Depreciation
4 |Contractual Services 1,819,099 1,079,150 144,510 156,000 439,438.81
S [Travel 333,549 34,100 75,770 60,004 163,675.36
d
g |[ransfers and Grants 1,145,651 992,283 . 153,367.21
Counterparts
7 aegeral Oreratiag gnc Dther 305,425 134,023 19,277 41,083 111,042.36
Direct Costs
L LSRRI 5,324,509 2,697,208 418,561 662,212) 1,546,533
Programme Costs
8 |Indirect Support Costs** 368,991 185,080 29,299 46,355 108,257
Foan o Arount 5,693,500 2,882,283 447,860 708,566 1,654,790
Approved
TOTAL Co-Finances 150,000 80,000 - 20,000 50,000
GRAND TOTAL®**** 5,843,500 2,962,283 447,860 728,566 1,704,790

* This is based on the UNDG Harmonized Financial Reporting to Donors for Joint Programmes approved in 2012.
*# |ndirect support cost should be in line with the rate or range specified in the Fund TOR (or Jaint Programme Document) and MOU and SAA for the
particular JP. Indirect costs of the Participating Organizations should not exceed 7% of Total Programme Costs
All other costs incurred by each Participating UN Organlization in carrylng out the activities for which it is responsible under the Fund will be recovered
as direct costs, in accordance with the UN General Assembly resolution 62/209 {2008 Triennial Comprehensive Policy Review principle of full cast

recovery),

***For the purpose of the IP agreerment, a ‘tategory’ is considered a ‘budget heading’
== +UNDP Staff and other personnel costs incudes Administrative Agent's (UNDP MPYFO} staff and personnel cost (UNJP Administration Cost). No
ndirect cost1s apphed to UNJP Admuristration Cost
** ==y GRAND TOTAL includes UNDP, FAD, UN'DO Co-finances USD 150 000, which is not inlcuded under ‘Tatal Resources for the transfer’ and TOTAL
Pass:Through Amount Approved. No indirect costs are applied to Co firances






