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Georgia

SUPPORT TO TRADE DEVELOPMENT IN AJARA AUTONOMOUS REPUBLIC
OF GEORGIA

1. SITUATIONAL ANALYSIS

Overview, Ajara is one of the fastest deveioping regions of Georgia. The Government has identified this
region as the main business and tourism center of the country. Boosting privatization process and
economic restructuring, started in 2004, has already resulted in significant inflow of foreign and domestic
investments in the real estate, services and infrastructure sectors. In addition, the Free Trade Agreement
concluded between Georgia and Turkey opens up prospects for export related foreign investments into
the region.

PR

Economic Development Challenges. Despite the growing private and state investments, there are many
challenges that the local economy faces:
¢ non-diversified economic profile,
limited export orientation of the economy (especially in merchandise trade),
weakening rural economies,
low level of professional skills of employed and self-employed,
poverty in high mountainous regions and domination of subsistence forms of agriculture.

One of the main problems of the Ajarian economy is that the current labour force does not possess the
- e CRSSARY- KR OWIedge-and-skills-that-are-eurrently-demanded-by-the-labour-market.The. abour.Marketis w

in growing demand for certain vocations, especially in the tourism, agricultural processing, construction,
) and production sectors which is an impediment for employers and job seekers as well.

Opportunities. The geographic location of Ajara (which is adjacent to Turkey} plays an important role in
terms of opening up new opportunities for trade development, export and attracting foreign investments
into traditional and new sectors {for example, textile and manufacturing sectors). Though there is no
institutionalized business development service provider in Ajara (except the UNDP developed business
incubator which provides services to its tenants) oriented on SMEs and exporters. [t is obvious, that the
focus of the tourism industry related services over the rest of economy is not sustainable from a long-
term perspective and cannot ensure improved living standards for the wider population.

UNDPs and the Ajara Government's Vision on Economic Development. In previous years UNDP, has
performed private sector assessments: “Existing Business Support Measures in the Region” and
“Perspectives for Economic Diversification of the Region” within the framework of the project “*Economic
Development of the Ajara Autonomous Republic” (started in 2008). Based on the results of these studies
UNDP has launched activities to support local economic development: elaboration of a local economic
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development strategy, a business incubator, and support to the development of agriculture and tourism
sectors. UNDP has positioned itself as a leading agency for local economic development in the region.

In 2010, the Government of Ajara Autonomous Republic developed the Economic and Social
Development Strategy, which highlights the tourism sector, foreign investments and export promotion as
its main priorities,

Aim of the project. In order to keep pace with international competition in goods and services, on the
background of emerging business opportunities, there is a need for complex trade development support
to SMEs, farming, processing industry and local public authorities. Such support will foster the capacity
development of relevant development public agencies and overcome lack of knowledge and experience
of private sector companies in identifying existing or new market opportunities.

2. STRATEGY

Overall Approach. The overall aim of this project is to support the economic development of the region
through the promotion of trade in goods and services.

The project will endeavor to contribute to the effective positioning of Ajarian goods and services on the
domestic and foreign markets through supporting the private sector in marketing and export facilitation
and empowering relevant public development agencies. The project will support improving effectiveness
and efficiency in agriculture farming - the largest employer for the most vulnerable part of the rural
population - through the development of value added chains and facilitation of their access to market.

Areas of Intervention. Along the tourism sector, the project will support the development of agriculture,
export oriented businesses, developing professional skill of unemployed and facilitate export-oriented
investments.

Agriculture is the most sensitive sector in terms of poverty. Poverty is shaped by its rural character. The
rural population does not benefit by the tourism service sector development efforts. Rural populations
(except for some citrus growers) mostly undertake subsistence agriculture dominating farming activities.
The sector is significantly fragmented and non-commercialized. The market supply chains are weak and
the productivity of the sector is low. The formerly developed citrus and tea growing and processing
sectors are now in poor conditions due to a lack of investment and market promotion opportunities. The

project will support local farmers’ access to local and foreign markets through agriculture extension

T servicesand-post-harvest-handfngr—
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Currently, the tourism service sector is the leading sector of the Ajarian economy. The related support
services sector has a high multiplier impact. The sector creates market opportunities for various types of
products and services, especially processed/packed and non-processed food products. The project will
develop value added chains in agriculture through post-harvest handling (consolidation) and
developing reliable supply chains using existing non-utilized niches for food products {as an example,
tourism services related markets). The project aims at supporting both: production/processing and
marketing/exporting cycles to ensure effectiveness of trade supporting measures.

Agriculture extension services and joint post-harvest handling (consolidation of farmers’ harvest)
leading to an effective marketing of their products, export related advice, consultancy and market
information provision coupled with business development services for local companies will be
designed and provided by the project. These services will be provided through the Batumi Business
Incubator (already established by the Government of Ajara and UNDP), a Business Information and
Investment Centre {planned to be established by the Government of Ajara). These entities will provide
standard and tailored business development services to their tenants and third companies and will
become the service providers for farmers, exporters and importers, as well as for foreign companies




seeking to invest in the economy of Ajara. The Government plans to establish new Business Incubator as
well, based on the positive experience of the first incubator which will expand significantly.

Target groups. The target groups of the project are:
¢ Smali scale [ocal farmers and producers;
» Smalf and Medium Enterprises: both, domestic and foreign;
Unemployed;
¢ The Ajara Government and newly established development agencies: Ajara Tourism Agency,
Agribusiness Service Centre and Business Information and Investment Centre,

Gender dimension. Special attention will be paid to women - potential beneficiaries, especially to
farmers, entrepreneurs and unemployed (please see specific targets in the attached RRF). They will be
able to benefit from vocational courses and consuitations through agriculture extension cervices, as well
as post-harvest handling - assistance in selling the agricufture products.

PLANNED ACTIVITIES

The project is organized around the following components:
1. Provision of Business Development Services,
2. Support to employability/improvement of professional skills of workforce in agriculture and
tourism sectors.
3. Promotion of Trade in Agriculture.
4, Promotion of trade in services {tourism).
5. Facilitation of foreign trade and promotion of foreign investments

Activity 1. Provision of Business Development Services'. The project will support the further
development of the Batumi Business Incubator, which currently is a major provider of sustainable
business development services in Ajara.

The Business Incubator provides Business Development Support to its tenants and irreguiar clients
(SMEs) through consultancies in support of business development planning, marketing, finances and
management. Thus, the services of the Incubator can be divided by standard and tailored to the client’s
needs (either tenants or outsiders). The business development service package of the Incubator will be

diversified and it will become the "one stop shop" for farmers exporters and importers willingto

~develop-theirbusinesses:

The Incubator’s role, due to the establishment of Trade Promotion Centre (TPC} in this project will be
extended to the one of the main coordinator of provision of support to farmers and SMEs. The
consultants of the incubator will be involved in:
e Assessment of the marketing opportunities for the main types of agriculture products.
s Support to state extension service provider (Agri-Service centre). Developing of business plans
and planning of supply chains development for the identified products.
e Obtaining access to foreign market information sources related to the main and potential
exporting products from Ajara and its regular update so to provide easy access to the information.
¢ Organizing pericdic thematic and consultation sessions for target groups of SMEs and farmers on
the predetermined themes related to trade issues, for example regulations, quality control,
business forums’ related opportunities and so on.

This component will be implemented through:

"This component will be partly financed by the funds provided by the Government of Alara Autonomous Republic based on Cusl-
Sharing Agreement dated hy 2009,




1.1 Provision of consultancies and trainings through the BBI and the Trade promotion Centre (see
activity 5 below).

1.2 Capacity development of the staff through relevant training and consultancies.

1.3 Creation of a data base of market information.

1.4 Provision information and consultancy sessions to the TPC and Agri-Service Centre (ASC)
clients and foreign companies/potential investors,

Activity 2. Development of Professional Skills of Labor Force’. The project will support the
development of professional skills of the unemployed to increase their competitiveness in the labor
market and contribute to the newly emerging private sector companies (especialfly in the tourisms and
service sector) by providing them with high quality labor force.

The project will support the VET Centre in the study of the Local Labor Market Demand to enable it to
regularly identify the profile of demand for labor force skills.

Based on the results of the Survey, trainings will be provided which will be coupled with relevant
teaching and working practice.

In cooperation with the Ministry of Education and Science, the project will also support the development
of two new textbooks in tourism related professions (x2), which the national system of vocational
education currently lacks.

This component will be implemented in close cooperation with the UNDP implementing partner Batumi
Professional Education College.

The sub-activities of this component include:
2.1 Implementing segmented (tourism sector) Local Labor Market Demand Survey.
2.2 Delivery of Vocational Training in the vocations identified as priority by the Survey,
2.3 Developing of two textbooks in tourism services related professions.

Activity 3. Promotion of Trade in Agriculture. The project will address the issue of stable access to
markets. The project will develop value added chains in agriculture by means of post-harvest handling
(consolidation) and developing reliable supply chains of the growing tourism services’ industry buyers
using existing non-utilized niches for food products.

‘As in-many-other regions of Georgia, farmers in Ajara lack specific up-to-date knowledge of effective

farming methods. They do not possess information on modern types of seeds, fertilizers, irrigation, field
crops and animal husbandry. There are no possibilities for farmers to obtain adequate market information
about the best price options, wholesale buyers and others, It should also be noted that there are no
stimulus for farmers for consolidation and organized stable supply of their products to markets and the
creation of cooperatives.

The project will support farmers from the regions in post-harvest handling, marketing, building stable
and regular supply chains through joint post-harvest handling (consolidation) and extension services
provided by qualified consolidation agents and extension workers. This project will help the farmers from
selected areas to build stable supply chains of agriculture products and establishing business links with
relevant counterparts. The project will plan the development of supply chains based on the assessment of
the developing marketing opportunities per main types of products. it is clear that there is a growing
demand for agriculture and food products from developing tourism services sector. The project will
support the farmers in developing the supply chains to satisfy this type of growing demand through
consolidation of harvest and mobilization of the farmers in their ability to supply to the market (for

% This compenent will be partly financed by the funds provided by the Governmenl of Ajara Autonomous Republic based on Cost-
Sharing Agreement dated by 2009.
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example to tourism services sector enterprises). The project will support farmers in planning,
consolidation of their products and developing mechanisms of stable delivery of their products when
they are demanded. The project will assist the farmers by means of provision of market information, joint
post-harvest handling and consuitancy and training.

This project will also support the introduction modern agriculture technologies and effective farming
methods in agriculture through the provision of agricultural extension services and assistance in market
promotion to small farmers (especially in remote mountainous areas).

This compeonent will be implemented through:

3.1 Assessment of marketing opportunities for the main types of products and development of
post-harvest handling plans.

3.2 Delivery of extension services and facilitation of consolidation through standard and
individual consultations, provision of services through consolidation agents, coaching of
farmers and support to them in marketing and sales.

3.3 Developing demonstration spots for facilitation of application of modemn agriculture
technologies and effective farming methods in parallel with the sub-projects on trade
facilitation funds,

3.4 Developing storages for facilitating post-harvest handling (consolidation) services to farmers,

Activity 4, Promotion of trade in services (tourism). The project aims at the effective positioning of the
Ajara region on the Black Sea tourism market to support the sustainable development of the tourism
sector. This component of the project envisages supporting the capacity development of the newly
established Ajara Tourism Agency (ATA) under the Ajara Tourism Department in positioning it as an
effective policy maker and tourism promaotion policy implementer,

In order to identify the competitiveness, strengths and weaknesses, as well as the level of satisfaction of
tourists with the services provided, a tourist satisfaction survey will be implemented. The results of the
survey will help policy makers to effectively plan tourism development policy.

The project will assist the Agency in developing capacities to establish strategic priorities in the sector.
Good international practice will be considered - experience of Eastern European countries, which are well
positioned in the regional tourism market and have more or less similar socio economic contexts. In this
regard, Romania and Bulgaria are considered as best examples.

Therefore, the project will support the Agency in “twinning” with the relevant public agencies from the
selected country for sharing of experience between the senior and middie level management on
successful and un-successful cases. Special attention will be paid to the aspects of strategic development
planning, experience in marketing and positioning of different types of tourist destinations, private sector
stimulation and support measures.

The project will organize visits of the partner agency’s management and experts to Ajara for an initial
scoping and thematic mission. Based on the long-term strategic vision the Agency will develop its action
plan, operational plan and operations guide in cooperation with consultants provided by the project and
the partner foreign agency. Based on this, the job descriptions for each staff member will be developed to
effectively use the human and financial resources and operationalize the strategic approach developed.
The capacities of the Agency’s staff will be developed through relevant training programs and
consultancies in determined topics.

The project will provide technical assistance to the Agency in the development of modern ICT
technologies based services in the sector: service providers and tourists. The development of an on-line
reservation systern is considered as a priorily. It will cover the hotels and various tourist products
providers’ services to facilitate sales and decrease transaction costs in the tourism sector. The system will
also serve as a provider of information for tourists.
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This component will be implemented through:
4.1 Planning and implementing of the Survey on Tourism Sector Services;
4.2 Technical support in “twinning” and developing strategic partnership development with the
selected partner agency, for supporting the long term planning of the Agency
4.3 Developing of an action plan and job descriptions for the Agency;
4.4 Support in the development of modern ICT technologies based services.

Activity 6°, Facilitation of foreign trade and promotion of foreign investments.

The Ajara region is currently not oriented towards exporting. The traditional export market links are
weakened and the export structure is weakly diversified. Access to new markets requires specific
knowledge of marketing, foreign regulations and quality management the private sector in Ajara lacks,
The project intends to assist businesses both, in production and marketing cycles {either to foreign or
domestic markets} to ensure effectiveness of trade supporting measures,

The project will support the provision of services to foreign companies as well, wishing to invest and
operate in Ajara through establishing regular and tailor services for the provision of information and
hands-on support in dealing with export formalities. The services will be provided through individual
consultancy services and the resources placed on the web site.

The project will assist SMEs access to market through the provision of consultancy and information
through the Trade Promotion Centre (TPC) which will be affiliated with the existing Business Incubator.
The overall objective of the TPC is to facilitate local business entities’ access to new markets, information,
technology, innovations as well as providing information to foreign investors on the prospects, local
business environment, regulations and others.

The center will provide professional consultancy to local SMEs on export and other business development
related issues. The TPC will be integrated into the Batumi Business Incubator (a fegal entity of public law
established by the Ministry of Finance and Economy of Ajara and supported by UNDP). Two staff
members, with relevant experience and expertise will provide consultancy to the clients. The TPC will
work in a proactive manner, organizing planned session to target groups of beneficiary companies on the
topics related to trade and business development, as well as to farmers in marketing thus coupling the
business development and extension services.

The incubator holds a team of consultants who regularly provide advice on business related issues to
local SME's and a number of tenants. Affiliation of the TPC with business incubator will help to quickly
operationalize the TPC services.

The project will support the capacity development of the TPC staff through relevant trainings and
consultancy missions. The sustainability plan for ensuring sustainability of the services will be elaborated
and its milestones will be achieved during the project activities.

The project will develop and publish a directory of local exporting companies. The Directory will
comprise of the description of the companies’ profiles, and their services and/or products. The directory
will be distributed on international and domestic business conferences and will help the national
companies in finding business partners.

An Exporters’ and importers’ Guidebook will be developed by international and national experts in
trade. The Guide will compile useful and important information for those, who want to export and import.

* The sequence of the activities’ numbering is not consistent due to adjustment to the current project’s activities’
numbering (activity 5 is management of the project which is not described in this document)




)

e

The Guidebook will comprise of information on national rules and legislation on export, bilateral and
multilateral preferences Georgian exporters may enjoy, technical and administrative requirements
imposed by Georgia’s main trading partners. The Guidebook will play an important role in the ‘road map’
for exporters from Ajara and the whole of Georgia. The short version of the Guidebook will be designed
and published in the form of |eaflets. The staff of the TPC will ensure the regular update of the guidebook.
Therefore, the project envisages regular update of the guidebook and publishing of the updated versions
each year of the operation of the project.

The TPC and the project team will develop online service provision system for its client. The
information of exporters’ directory, as well as from exporters’ and importers’ guide book will also be
placed on this web-site. The web-site will be designed in a way to provide on-line services to foreign
companies as well,

The project will support the development and publishing of the Investment Guide to Ajara. The Guide
will provide potential foreign investors with information on various aspects of the business environment
and regulations, as well as with information on potential investment projects. The Guide will be published
and distributed through international and local business conferences. Its content will be placed on the
web site for easy access. The Guidebook will provide the companies with relevant contacts and references
to useful resources. The Guide will also facilitate the establishment of contacts between foreign
companies and the TPC. The TPC will provide information and consultancy to the companies. Relevant
Business Incubator staff members (consultants) will be involved in the delivery of services to the TPC
client companies whenever relevant expertise is needed.

The project will support the implementation of various trade facilitation related sub-projects to be
identified through the trade development needs assessment of Ajara. In addition, the ideas for the
projects will be gathered through consultations with public agencies, the private sector and farmers. The
project will allocate funds for financing the trade facilitation related projects. The funds will aim at
community level projects for farmers’ access to market (depending on the needs of concrete
communities: support to better farming, post-harvest handling and marketing, collection and sharing
market information and so on), developing of capacities of relevant public agencies (identified in
cooperation with the Government), developing of trade facilitation tools: web tools, publications and so

on.

The sub-activities under this component:
6.1. Developing an Operations Guide and business plan for TPC (based on the Needs Assessment);

6.2. Capacity development and technical assistance to the TPC staff

6.3. Conducting regular and individual sessions for TPC clients and exporters.

6.4. Developing and publishing of Exporters Directory

6.5. Developing and publishing of Exporters Guide book

6.6. Developing of web-based services: information and web-site design

6.7. Developing and publishing the Investor’s Guide

6.8. Implementing projects from the funds earmarked for supporting trade facilitation needs.

4, MANAGEMENT ARRANGEMENTS

Implementation. The project will be implemented by UNDP Georgia through DEX management
modality by the team of the project “Support to Economic Development of Ajara Autonomous Republic”
(please visit: http://www.undp.org.ge/index.php?lang id=ENG&sec id=40&pr id=127).

The project assurance will be provided by the UNDP CO and relevant Project Team (consisting of the
Project Manager, Financial, and Administrative Assistant} who will be responsible for implementing the
project activities in Ajara Autonomous Republic.




Financial Aspects. The project will be financed from three sources: UNDP, Ajara Government (according
to the Cost Sharing Agreement dated by 2009} and Finnish Government (Please see the budget and
Annual Work-plan attached).
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7. Timeline

Output/Activity
Budget Item Description

201

2012

2013

Activi

ity 1: Batumi Business In cu

BB! managementsuppor‘c*

Provision of consultancies and trainings through BBl and Trade promotion Centre®

Capacity development of the staff through training and consultancies

Creation of data base of market information

Deﬁéioﬁment o :fes's‘ior"lel Skills ofL abo

Segment (tourism sector) Local Labor Market Demand Survey.

2.1 | Delivery of vocational retraining courses
2.3 | Developing, design and publishing of textbooks
N /'3 1 Assessment of marketing opportunities for the main types of products and
’ development of post-harvest handling plans
Delivery extension services and facilitation of consolidation through standard and
3.2 | individual consultations, provision of services through consolidation agents, coaching
of farmers and support to them in marketing and sales
Developing of demonstration spots for facilitation of application of modern agriculture
3.3 | technologies and effective farming methods in parallel with the sub-projects on trade
facilitation funds
34 Developing of storages for facilitating post-harvest handling (consolidation) services
) farmers
Activity 4: Promot | |
4,1 | Design and implementing of the Survey on Tourism Sector Services
42 Developing strategic partnership with the partner agency forelgh ‘{ourlsm for
! supporting long term planning of the Agency
4,3 | Developing of action plan and job descriptions to the Agency's staff
4.4

Support in development of modern ICT technologles based services

6.1 Developmg an Operatnons Gmde and busmess plan for TPC

6.2 | Conducting regular and individual sessions for TPC clients and exporters

6.3 | Developing and publishing of Exporters Directory

64 | Design and publishing of Exporters Guide Book and leaflets

6.5 | Developing of web-page and web-based consultation resources

6.6 | Developing of Investors' Guide and investment promotion materials

6.7 | Design and publishing of Investors’ Guide

6.8 | Capacity development of TPC staff and technical assistance

6.9 | Delivery of consultants' services

6.10 | Implementation of projects from funds for identified trade facilitation projects
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8. Monitoring Framework and Evaluation

In accordance with the programming policies and procedures outlined in the UNDP User Guide, the
project will be monitored through the following:

Within the annual cycle
> On a guarterly basis, a quality assessment shall record progress towards the completion of key
results, based on quality criteria and methods captured in the Quality Management table below.

> An lssue Log shall be activated in Atlas and updated by the Project Manager to facilitate tracking
and resolution of potential problems or requests for change.

> Based on the initial risk analysis submitted, a risk log shall be activated in Atlas and regularly
updated by reviewing the external environment that may affect the project implementation.

> Based on the above information recorded in Atlas, a Quarterly Progress Reports (QPR) shall be
submitted by the Project Manager to the Project Board through Project Assurance, using the
standard report format available in the Executive Snapshot.

o > a project Lesson-learned log shall be activated and regularly updated to ensure on-going learning
(o and adaptation within the organization, and to facilitate the preparation of the Lessons-learned
Report at the end of the project

» aMonitoring Schedule Plan shall be activated in Atlas and updated to track key management
actions/events

» The quarterly programmatic and financial, as well as risks and issues log update wilt be provided
to the BRC Aid for Trade Development Project Team.

Annually

» Annual Review Report. An Annual Review Report shall be prepared by the Project Manager and
shared with the Project Board and the Outcome Board. As minimum requirement, the Annual
Review Report shall consist of the Atlas standard format for the QPR covering the whole year with
updated information for each above element of the QPR as well as a summary of results achieved
against pre-defined annual targets at the output level.

> Annual Project Review. Based on the above report, an annual project review shall be conducted

during the fourth quarter of the year or soon after, to assess the performance of the project and

) appraise the Annual Work Plan (AWP) for the following year. In the last year, this review will be a
e final assessment. This review is driven by the Project Board and may involve other stakeholders as
required. It shall focus on the extent to which progress is being made towards outputs, and that

these remain aligned to appropriate outcomes.

8. Leqgal context

This project document shall be the instrument referred to as such in Article 1 of the SBAA between the
Government of (country) and UNDP, signed on {date}.
Consistent with the Article Il of the Standard Basic Assistance Agreement, the responsibility for the safety
and security of the executing agency and its personnel and property, and of UNDP's property in the
executing agency's custody, rests with the implementing partner.
The executing agency shall:

a} putin place an appropriate security plan and maintain the security plan, taking into account the

security situation in the country where the project is being carried;

15




b) assume all risks and liabilities related to the executing agency's security, and the full
implementation of the security plan.

UNDP reserves the right to verify whether such a plan is in place, and to suggest modifications to the plan
when necessary. Failure to maintain and implement an appropriate security plan as required hereunder
shall be deemed a breach of this agreement.

The executing agency agrees to undertake all reasonable efforts to ensure that none of the UNDP funds
received pursuant to the Project Document are used to provide support to individuals or entities
associated with terrorism and that the recipients of any amounts provided by UNDP hereunder do not
appear on the list maintained by the Security Council Committee established pursuant to resolution 1267
(1999). The list can be accessed via 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. :
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