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Introduction

Sustainable development of Georgian regions is one of vital prerequisites of the country's development. Need 

for developing clearly formulated visions (strategies, action plans) on regional development becomes 

especially urgent in the process of implementation of obligations taken under the Association Agreement 

with the EU.

From restoration of Georgia's independence until recently, development of country's regions was absent from 

the political agenda. Nevertheless, specific visions and approaches were always discussed among academics 

or civil society representatives. Number of programs or projects were and are implemented with support 

from international organizations (European Union, United States Agency for International Development 

(USAID), UN Development Programme, etc.) and at the initiative of the local civil society representatives.

In recent years focus on this issue is growing and the country's political elite gradually enhances efforts 

towards sustainable development and decentralization policy.

Work has launched since 2009 on the State Regional Development Strategy for 2010-2017, while the Regional 

Development Program (RDP) was drafted in 2014, implemented currently by the Ministry of Regional 

Development and Infrastructure of Georgia.

Execution of the Association Agreement between the Government of Georgia and the EU on 27 June 2014 

created new opportunities and challenges for Georgia's regional development. Fulfillment of obligations 

taken under the Agreement will play a decisive role in the implementation of successful regional development 

policy.

Obviously, decisions taken in the regional development policy area must be based on evidence and research, 

which by itself secures sustainable regional development.

To react to these challenges, with financial support of the EU Delegation to Georgia and in coordination with 

the Ministry of Regional Development and Infrastructure of Georgia, in May 2014 the Civil Society Institute 

(CSI) has launched the implementation of regional development program (2014-2016) - "Georgian Applied 

Research Facility - Regional Development" (GARF – RD).

The project aims to:

1.   Support Georgia-based analytical centers in the process of drafting public policy papers in specific areas 

of regional development;

2.  Connect analytical centers operating in the regional development sector with each other and discuss 

developed visions with the authorities.

The project is led by the Project Steering Committee, including representatives of the Ministry of Regional 

Development and Infrastructure of Georgia, EU Delegation to Georgia, administration of the State Minister for 

Integration into European and Euro-Atlantic Structures, the Ministry of Education and Science of Georgia.

The program is methodologically managed by a team of experts (lead expert - Davit Losaberidze).

As part of the project it is planned to develop 10 public policy papers in two areas: a) regional policy 

management, local self-government and competitiveness of regions; b) analysis of the policies' territorial 

impact.
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This publication is the second volume of public policy papers developed as part of the Regional Development 

Program and includes five policy papers on the following topics:

1. National Standards and Technical Regulations for Municipality's own (Exclusive) and Delegated 

Authorities 

2.   Cross Regional and Cross Municipal Cooperation Opportunities to Develop Clusters in Georgia 

3.   The Spatial Modelling and Regional Development 

4.   Institutionaland Human Capacity Development at Subnational Level

5.   Financial Assurance of Regional Development Policies.

This publication is designed for representatives of Georgia's central and local authorities, as well as Georgian 

and international analytical centers and academic circles, so that Georgia's regional development is discussed 

widely.

With best wishes,

Vazha Salamadze

Director

Civil Society Institute
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Foreword

We hereby present the second publication developed as part of the Regional Development Program (GARF-

RD) project, which includes 5 policy papers.

Previous publication that also presented 5 policy proposals has stirred discussion over topics covered, and 

therefore we have decided to present the vision of project implementation team:

Ÿ   Topics were selected by the Project Steering Committee member state institutions;

Ÿ  Authors of topics were selected through an open competition from educational institutions, academic and 

civil society organizations;

Ÿ  Throughout the project, representatives of the Ministry of Regional Development and Infrastructure of 

Georgia were delivering consultations and recommendations to the groups of authors;

Ÿ  Working groups enjoyed full freedom in choosing the research methodology or drawing conclusions - 

accordingly, visions in some of presented papers may be different from each other.

Ÿ  While describing the current state in individual fields, presented policy papers also provide number of 

recommendations for overcoming existing challenges.

Identified visions are presented by topics. Below I also tried to illustrate issues that led to different opinions in 

the process of examining the policy papers.

Topic 1 - National Standards and Technical Regulations for Municipality's own (Exclusive) and 

Delegated Authorities 

Regulation of the local self-government powers is a relatively new topic for Georgia. In majority of fields there 

are no regulatory norms or the old, Soviet-period standards are in effect. The terms of the EU Association 

Agreement obligate Georgia to take efficient steps for resolving this issue.

Obviously, covering all fields in one document was impossible. Nevertheless, the group of authors has 

analyzed not only 5 fields considered as urgent by the ProjectSteeringCommittee, but other fields as well 

included in the annex.

Topics for discussion:

1.   The role of central authorities (primarily the Ministry of Regional Development and Infrastructure) in 

the implementation process of number of municipal functions (e.g. caring after the homeless) must be 

clarified;

2.   There are differing views on prospects of the municipal waste management system - from institutional 

change of existing system to full decentralization (because today waste disposal is the prerogative of 

self-governments, while maintenance of waste dumps - of central authorities).

Topic 2 - Cross Regional and Cross Municipal Cooperation Opportunities to Develop Clusters in 

Georgia

Discussions over cluster development opportunities today in Georgia are originating from narrow expert 

circles but are gradually reaching wider audiences. Eurointegration process creates extra opportunities in 

this respect also for the development of Georgian economy. However, preconditions, possibilities and 

prospects of cluster formations in Georgia are still unclear. Moreover, there are radically differing views over 

the definition of a cluster itself, although, it is fair to say that all developed states worldwide are facing this 

problem.
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Topics for discussion:

1.  Apart from a concrete geographical localization, the authors of presented policy papers believe that 

clusters include circles geographically distant, but closely linked to the clusters, and thus recommend to 

develop the value chain oriented (vertical) clusters;

2.   The role of the state in the cluster formation and functioning process requires separate examination. Its 

form must be determined: proactive (active support of cluster formation process) or securing the 

existing, naturally originated cluster supportive environment.

Topic 3 - The Spatial Modelling and Regional Development 

Current state of spatial organization in Georgia, international experience and development prospects are 

analyzed. In addition, the authors have examined specific areas of spatial organization and proposed ways for 

resolving existing challenges.

Ideally, it was obviously desirable to have ranking evaluations as well, but given the limited project resources 

(financial, time and human), doing this was unrealistic. Hopefully, interested parties will support activities in 

this direction in the future.

Topics for discussion:

1.   Steps that the Georgian state has to make for linking the regional development and spatial organization 

strategies must be clarified, which are directly connected to the country's administrative and political 

arrangement;

2.  Similar to the previous topic, there are differing views over the role of the state in the process of 

implementing concrete proposals (e.g. tech-parks) and sources of relevant resources (primarily 

human).

Topic 4 -Institutionaland Human Capacity Development at Subnational Level

Current situation in the Georgian civil service and particularly in municipal field is analyzed, opportunities 

are identified, and ways for resolving number of challenges are proposed.

The Government of Georgia has already developed the manual and guide for developing Action Plans of 

Regional Development Strategies, as well as conceptual documents for training local self-government civil 

servants. But the process is halted because there is still no final vision on the civil service in general, working 

on which is being launched now.

Topics for discussion:

1.  The form in which the system enhancing the skills of local self-government civil servants should be 

established must be clarified; there are centralized and decentralized approaches towards this system;

2.   There are differing views over individual actors/providers of local skills enhancement policy, as to who 

should develop and implement the human resources enhancement programs.

Topic 5 -Financial Assurance of Regional Development Policies

Policy papers analyze current system and resources and provide overview of international experience as well 

as available opportunities.

Having signed the Association Agreement, Georgia now can utilize number of mechanisms (including 

financial) that are successfully tested in the EU, but utilization of these resources depends on the country's 

readiness because the available opportunities do not a priori guarantee their utilization.

Topics for discussion:

1.   Management of public finances governed by the central authorities, which are focused on the local self-

government support and regional development, must be clarified - must these resources be directly 
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handed over to self-governments, managed by a separate institution (for instance a legal entity of public 

law set up with share participation of the state and self-governments), or should the existing 

institutions be preserved but the current management be improved to increase the efficiency (e.g. 

include projecting in the project price, specify selection criteria, better coordinate public finances)?;

2.  Georgia does not have access to all offered international sources - some of them our country will join in 

the near future (e.g. the Horizon 2020 - in the fall of 2016), while joining some is a more distant prospect 

(e.g. the Instrument for Pre-accession Assistance) - yet, Georgia's partners may utilize such resources 

indirectly for implementing joint activities.

Hopefully readers will take interest in expressed opinions and will actively contribute in relevant discussions.

I also hope this Program (in this or similar form) continues in the future to cover fields included in the 

publication as well as other adjacent areas.

Finally, I would like to express special gratitude to the experts and staff of the LEPL "Vano Khukhunaishvili 

Center for Effective Governance System and Territorial Arrangement Reform" for their views and comments.

Sincerely,

David Losaberidze

Program Key Expert
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1. Situation and Problem Analysis

Implementing the subsidiarity principle and consequently establishing decentralization as a major 

foundation for local democracy is one of the most important objectives of any democratic state. As an 

independent country on the way to building democracy in the footsteps of European model, Georgia has 

started this process in 1998 when the first ever elections of local self-governance was held. Since this period 

up to present legislative framework on local self-governance has undergone changes several times. Along 

with the amendments in the legislation, self-governance model and competence areas of local governments 

was changing respectively.

In 2013 the Government of Georgia (GoG) approved "Key Principles of Decentralization of Georgian 

Government and Strategic Development of Self-governance for 2013-2014". In 2014 the Parliament of 

Georgia adopted organic law "Local self-governance Code". As a result of the self-governance elections in 

2014 there are 71 self-governments, including 12 elected mayors and 59 municipal governors (Gamgebeli) 

and 2088 members of representative bodies.

The organic law of Georgia "Local self-governance Code" defines local self-governance as "The right and 

opportunity of citizens of Georgia registered within a self-governing entity to make decisions of local 

significance based on Georgian legislation through elected self-governing bodies". Respectively, self-

governments have own authorities granted to resolve issues of local significance independently. These 

authorities are exclusive ones. The Local Self-governance Code establishes 21 own authority areas. In 

addition, local governments can be entitled to implement authorities delegated by the central government 

based on the relevant legislative act or agreement.

With the purpose to support equal social-economic development throughout the whole country relevant 

government entities have the right to establish normative acts on national standards and technical 

regulations regarding municipalities' own or delegated authorities. It is notable, that in regards to some of the 

authority areas there are no such regulations established yet, or the existing ones are outdated hindering the 

full provision of municipal services to the communities.

Association Agreement signed with the European Union on June 27th, 2014 poses the responsibilities to 

enact multifaceted legislative changes in Georgia. The scope of the Agreement includes policy development in 

the local, trade, social, cultural and security issues. Based on this Agreement it is crucial for Georgia to 

implement changes in the regional development field. More specifically, this entails ensuring compliance of 

existing standards and regulations for municipal authorities with relevant standards and regulations of EU. In 

addition new standards and regulation might have to be adopted in the competency areas where they have 

not been developed yet but evidence suggest that they should be in place.

2. Current situation

The organic law of Georgia "The Local Self-governance Code" establishes sel-government's own and 

delegated authorities. According to the Article 16 paragraph 2 of the Code, the following authority areas fall 

under the category of own (exclusive) authorities:

a. Developing, reviewing and approving municipality budget projects, making amendments in the 

approved budget, hearing and assessing budget execution report, managing budgetary means in 

accordance with Georgian legislation, managing treasury financial operations and bank transactions.

b.  Managing and administering the property under the ownership of the municipality in accordance with 

this law and norms established by other laws and by-laws of Georgia.

c. Managing natural resources of local significance, including water and forest resources and land 
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resources in accordance with established regulations.

d.  Establishing and abolishing local taxes and fees in accordance with established law, establishing rates 

within the limits of marginal amounts, collecting local fees.

e.  Municipality's space/ territorial arrangement and establishing norms and regulations in relevant areas; 

Approving documentation on urban development, including general plan for land use, development 

regulation plan, use of settled territories and development regulation norms.

f.   Organizing territorial amenities and developing relevant engineering infrastructure; cleaning, planting 

of greenery and lightening of the streets, parks, squares and other public places on the municipal 

territories.

g.   Collecting and disposing solid (household) waste;

h.  Provision of water supply (including, technical water supply) and wastewater system;

I.   Developing amelioration system of local significance;

j.    Establishing and operating preschool and afterschool institutions under municipal management;

k.  Administering roads of local significance and organization of traffic on the roads of local significance; 

determining vehicle parking lots and regulating norms for parking;

l.  Granting permits for regular transportation within the administrative borders of the municipality; 

organizing public municipal transportation services;

m. Issuing permissions for constructions on the municipal territory, supervision over the construction 

underway in accordance with Georgian legislative acts and norms.

n.  Regulation of the issues in regard to organizing meetings and rallies in accordance with established 

rules set by the legislation;

o.  Giving names in accordance with the law to the geographical entities within administrative borders of 

the municipality, specifically to: historically formed districts, self-governing city's administrative units, 

zones, neighbourhoods, springs, squares, avenues, highways, streets, lanes, dead-ends, exits, banks, 

esplanades, boulevards, alleys, gardens, parks, forest-parks and locally significant forests, cemeteries, 

pantheons, buildings/constructions, transportation system entities.

p.   Regulating placements of outdoor advertisement;

q.   Establishing rules for ownership of domestic animals and resolving issues related to stray animals;

r.    Arrangement and maintenance of cemeteries;

s. Protecting and developing local identity, creative activities and cultural heritage; maintenance, 

reconstruction and rehabilitation of cultural monuments of local significance; Ensuring functioning of 

municipality governed libraries, club establishments, cinemas, museums, theatres, exhibition halls and 

sport/recreational units and building new ones;

t.   Developing relevant infrastructure of locally significant units for people with disabilities, children and 

elderly, including relevant adaptations and equipment of public gathering places and municipal 

transportation.

u.   Registering and accommodating homeless with shelters.

In addition, according to the Article 16, paragraph 3 of the Code, municipality is entitled to resolve any issue, 

which is not the authority of any other governmental body according to the Georgian legislation and is not 

prohibited by law. As a result municipality can make arrangements for supporting employment, agriculture, 

including agricultural cooperation, support and tourism development, social assistance and health, local 

youth policy, universal sport, environmental protection, community education, promotion of gender equality, 

administering archives of local significance, promoting healthy life-style, creating healthy and safe 

environment, obtaining investments on municipal territories, supporting innovative development and for 

other objectives.

Delegation of authorities from central government to the municipalities is defined in the Article 17 of the 

Code. According to the article, national or autonomous government bodies can deliver to the municipalities 

those authorities which may be implemented more efficiently at local levels. Delegating authorities to 

municipalities involves transferring relevant material and financial resources and can take place based on a 

relevant legislative act or the law of autonomous republic, or an agreement made in accordance with 

legislation of Georgia or an autonomous republic.

162



For equal social-economic development throughout the whole country, it is critical, that relevant national 

government bodies have authority to establish national standards and technical regulations in the areas of 

own (exclusive) and delegated authorities (Code of Local Self-governance, Article 18).

Based on the initial feedback and recommendations received on the first draft of the present policy document 

five authority areas were selected for more detailed analysis and discussion. The authority areas were 

selected based on the sensitivity in terms of the need for regulations and standards. Other authority areas are 

discussed briefly in Appendix.

The following sections provide an overview of the selected authority areas.

2.1. Municipal waste management

According to the Code of Local Self-Governance article 16, paragraph 2 Z - collection and disposal of solid 

(household) waste management represents own (exclusive) authority. This includes cleaning public spaces of 

primary settlement territorial units (city, borough, and village) from solid waste and their disposal to 

specifically designed landfills. Currently there are no national standards or technical regulations in this field 

(exept the Governmental Decree # 64 of January 15, 2014 - "Sanitary norms and rules for collecting, 

preserving and neutralization of medical-preventive institutions' waste". As a result municipalities take 

responsibility for regulating this field. The Code does not entail management of landfills by municipalities, 

making this the responsibility of the central government. Thus the Governmental Decree #416 of December 

31, 2013 - "Arrangement and maintenance of norms and rules for solid household waste landfills" is not 

relevant for the local self-governments.

The Law of Georgia - Code of Waste Management was adopted on December 26th, 2014 and came into force in 

January, 2015. Before adopting this law various issues related to waste management were partially regulated 

by a number of area-specific legislative acts and by international conventions to a certain extent. The adopted 

Code is based on the directives and regulatory requirements of the EU-Georgia Association Agreement as well 

as international best practices. However, a whole set of by-laws required for full implementation of the Code 

are yet to be developed. Thus, to ensure building the well-functioning waste management system in the 

country, it is critical to harmonize further the national legislation with European regulations, implement and 

enforce the legislation. The Code determines responsibility of Ministry of Environment and Natural 

Resources for developing 15 year strategy for waste management, 5 year action plan for waste management 

and bio-degradable waste management strategy.

In line with the Code of Local Self-Governance, usually the municipalities establish legal entities of private law 

(N(N)LPs, LLCs) and transferring to them authority and responsibility for solid (household) waste 

management. At the same time, in line with the existing legislation municipalities can announce tenders for 

private organizations for implementing this service. However, no such practices have been observed. 

Currently Georgia generates approximately 800 000 tons of household waste. Collection of waste mostly 

takes place in the big cities. Private sector is involved in waste management to some extent, but there is no 

public-private partnership policy clearly defined in this regard.

Relatively new equipment is used in the big cities for collecting and transporting municipal waste, while in 

smaller towns and village-type settlements waste transportation (if this service is available) is carried out 

using outdated transportation means. According to the Code on Solid Waste, the operator that implements 

waste collection, transportation and/or recycling, should have acquired relevant permission or have been 

registered in line with the Code regulations (obligation for registration will come into force from September 

1st, 2016). Separation of municipal waste does not take place at the point where the waste is generated and no 

relevant waste collection/transportation services are available (obligatory separation for municipalities will 

come into force in 2019).
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There is no comprehensive data on the amount of annually generated medical, animal and some other 

(including specific) types of waste. Some types of specific waste, such as waste oil, plastic and packaging waste 

is recycled in limited amounts by private companies.

Introducing fees and rates for cleaning of solid waste in settlements is regulated by the Law of Local Fees, 

Article 5 (paragraph 3) and Article 121. Specifically designated office of local government collects the set fees 

from the population. According to the Law of Local Fees, Article 3, local fees have to be paid in accordance with 

the instructions adopted by the representative body of the self-government. The instructions include detailed 

rules related to calculation and payment of fees, including the fee receipt forms. To ensure the mandatory 

implementation for all individuals and organizations generating waste within the municipal territory, the 

Instructions with attached receipt form should be adopted with the decree of municipality council 

(Sakrebulo). There are no national regulations regarding collection of local fees granting municipalities right 

to define collection methods.

2.2. Water supply (including technical water supply) 
and wastewater treatment

According to the Code of Local Self-Governance, Article 16 paragraph 2 - water supply (including technical 

water supply), wastewater treatment and development of amelioration system of local significance are 

exclusive authorities of local self-governments.

Technical regulations on drinking water are established by the Governmental decree # 58 of January 15, 

2014. Currently, regulations in this area are ambiguous and inconsistent. Water supply in Tbilisi, Rustavi and 

Mtskheta is administered by a private company LLC "Georgian Water and Power" based on the Governmental 

decree # 325 of May 14, 2008 ("Decree on purchase agreement between Georgian government, Ministry of 

Economic Development of Georgia, Tbilisi Government and LLC "MULTIPLE ENERGY LIMITED" on 

purchasing 100% of shares of LLC "RustavTskalKanali", LLC "MtskhetaTskalKanali", LLC "SaktskalKanali" 

and LLC "Tbilisis Tskali"). Water supply in other urban settlements (self-governing cities and administrative 

centres of municipalities) is administered by the LLC "United Water Supply Company of Georgia". The 

company administers water supply and wastewater network services in all urban settlements throughout 

Georgia, except Tbilisi, Mtskheta, Rustavi and Autonomous Republic of Adjara. The state is the shareholder of 

the company's 100%. In all other settlements outside the municipal administrative centres local 

governments are in charge of water supply. However, based on the review of the municipal budgetary 

spending on water supply systems, it is evident that self-governing units with their budgetary income, do not 

have the capacity of resolving existing problems in this area. On average municipalities allocate 5 to 6% of 

total municipal budget to water supply systems, which is definitely not sufficient. This is why rehabilitation of 

water supply systems is one of the key priorities of the Village Support Program.

Drinking water quality control is problematic and inconsistent. According to the Georgian Law on Water, 

article 14, paragraph 4.b, "population needs of drinking and household water should be met in accordance to 

national standards of water quality". National standards on drinking water are established by Governmental 

decree #58 of 2014 - "Technical regulations on drinking water". According to the article 1, paragraph 3, "Any 

organization, despite of an organizational-legal status and institutional subordination, that supplies drinking 

water is obliged to control and monitor the compliance of drinking water quality with norms established by 

the technical regulations, record acquired data and ensure access to information". At the same time, article 23 

of the Law on Public Health authorizes Ministry of Agriculture to control compliance of drinking water with 

safety parameters and legal requirements and sampling lab control. Thus, taking into account that self-

governing entities do not have technical means for assessing the quality of drinking water (almost all drinking 

water quality check labs in municipalities have been closed down), it becomes evident that there is practically 

no quality check on supplied water.

Sewage system also falls under the municipality's exclusive authorities. Water supply and wastewater (sewage, 

drainage) are interlinked services. "Rules for drinking water supply and utilization" and "Water supply tariffs" 
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define not just water supply, but also wastewater related issues. Their joint regulation is fully reasonable.

“Rules for Drinking Water Supply and Utilization" require service providers (in this case only local self-

governments - as defined by the organic law) to maintain wastewater systems. The decree of Georgian 

National Energy and Water Supply Regulatory Commission (# 17, August 17, 2010) "Water Supply Tariffs" 

sets wastewater tariffs along with water supply tariffs. As the sewage system is an exclusive competence of 

local self-governments, wastewater system maintenance and collection of fees should be administered by the 

self-governing unit. However, as the local self-governments only administer water supply to the settlements 

outside of the municipal administrative centres (where usually no sewage systems exist), income from the set 

wastewater tariffs is not reflected in self-government's budget.

2.3. Establishing and operating preschool education institutions

Establishing and operating of preschool and afterschool institutions is the exclusive authority of the local self-

governance. According to the Code of Local Self-Governance, setting any kind of fees or tariffs in municipal 

preschools for education, care or nutrition services. The Code does not include any further regulations 

regarding any aspects related to management, financing and other issues related to the preschool education 

sector.

National Standards and Technical Regulations

Currently there are several legislative acts that municipalities are guided by in the process of administering 

preschool education.

a.  Decree of the Minister of Labour, Health and Social Protection of Georgia # 308/n of August 11, 2001 - On 

Approval of arrangements, equipment and working routine sanitary norms and rules in preschool 

institutions and schools.

b. Decree of the Government of Georgia # 78 of January 15, 2014 - Technical Regulations on nutrition 

sanitary norms and rules.

c. Decree of the Parliament of Georgia #520 of September 28, 2000 - On required health related 

documentation for preschool institutions, schools and higher education institutions.

d.  Decree of the Minister of Education and Science of Georgia #110/n of August 31, 2015 - On approval of 

School Readiness National educational Standards.

Public Defender's Preschool Monitoring Report on monitoring of preschool institutions in 2014-2015 sets 

out evidence that the preschool institutions rarely meet the above mentioned national standards and 

technical regulations (except "d", as the School Readiness National Educational Standards were not yet 

approved at the time of monitoring). It should be noted, that currently there are no national standards for 

teaching personnel working in preschools and no standards exist on organizational issues related to quality 

of education and care (for example, maximum number of children per classroom, educator to child ratios, 

curriculum (except the school readiness level), etc.).

Local regulations

Besides the above mentioned national regulations each municipality is guided by the local normative acts 

issued by the municipality council (Sakrebulo) or other self-governing agencies. For example, preschool 

financing scheme, child registration and de-registration rules and maximum number of children per 

classroom are regulated by the Sakrebulo's decree #16-64 (June 30, 2015) in Tbilisi. In some municipalities 

there are Sakrebulo's decrees defining general curriculum and key learning areas (for ex. Tsageri 

Municipality). It should be noted, that different municipalities regulate various issues in different ways. 

Quality related issues, such as maximum number of children per classroom, qualification requirements for 

teaching personnel are differently regulated or are not regulated at all in some municipalities. Often local 

regulations do not comply with evidence-based internationally recommended standards.

165



2.4. Registration and Provision of  Shelter to Homeless

Homelessness is the extreme form of poverty, vulnerability and social exclusion. Problems caused by 

homeless are influencing social and economic development of the society. Universal Declaration of Human 

Rights recognizes the rights on adequate living environment. One of the prerequisites of social inclusion is to 

ensure adequate housing for vulnerable groups so they can move on to the next steps of development. The 

results of inclusion are beneficial to the society and state together. To meet the challenges caused by 

homelessness different approaches are used, including shelter. Shelter is one among different forms of 

housing that can be used for short and long-term purposes by relevant beneficiaries.

During the years, solutions to solve problems caused by homelessness have not been elaborated by country of 

Georgia. On the other hand the legislation of Georgia sees the presence of homeless persons and needs of 

shelter.

Although shelter represents one of the forms of housing and on the other hand homeless persons are one of 

the subjects of the socio-economic dimension of the country, it is crucial to look at the issue from wider 

perspective and to consider shelter as one among many but not the only segment of housing policy (which still 

does not exist for the whole country).

In the current legal acts operating in country the issues of homelessness and adequate housing (including 

shelter) are not represented properly. According to the Code of Local Self-governance (Article 16. Paragraph 

2.) the provision of shelter and registration of homeless persons is the own responsibility of the municipality. 

There is nothing else mentioned in the Code about homelessness.

Law of Georgia on Social Assistance describes the following terms (article 4.)

Ÿ  Shelter - provider of social service, that gives accommodation (overnight stay) and food to homeless 

persons;

Ÿ   Homeless person - person with absence of permanent and concrete living place and who is registered in 

the bodies of local self-government as a homeless.

According to the article 17 of the same law the LEPL Social Service Agency of the Ministry of Labour, Health 

and Social Affairs is carrying out the united registry of the homeless persons already registered in the bodies 

of local self-governments. Also according to the article 18 of the same law local self-governments:

Ÿ   Provide shelter to homeless persons;

Ÿ   Carry out registration of persons in shelters;

Ÿ   Provide accessibility of information about homeless persons to the Social Service Agency.

Issues of homelessness are also described in the decree of the Government of Georgia on "Technical 

Regulation - about the adoption of the Minimal Standards of Functioning of Temporary Shelter for Homeless" 

(7 Feb., 2014, #131). Document describes minimal requirements to the arrangement and exploitation of 

temporary shelter. The following terms are explained in the document:

1.  Temporary shelter - place of temporary adjustment, where homeless person is served by temporary 

accommodation, food, season appropriate clothes and things of personal hygiene.

2.   Homeless - person, who lives under the sky/has no root, has no permanent living place, legal income and 

there is no property registered under his/her name; or the person who at the moment is in the street 

and his/her life is under the risk.

Abovementioned regulation covers such topics as: requirements towards territory and shelter, segment of 

food/food provision, healthcare services, safety, functions and duties of personnel and responsibilities of 

homeless persons.

Besides above described legal acts, which do not properly reflect the problems and solutions of homelessness, 

at the moment state has no other instruments (concepts, legislation, strategies and etc.) of problem solving. 

Accordingly to solve the problems of homeless persons is left on the good will of local self-governments. 
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Moreover, terms and context of existing legal acts are controversial and do not connect to each-other. One of 

the reasons of this may be that document of technical regulations was elaborated to urgently solve temporary 

critical situation. At the same time this document is not modern from the conceptual and moral perspective as 

well. Analyzes of abovementioned legal documents show that regulations given there do not serve the 

integration of vulnerable groups into society, but rather push to isolation and "ghettoization".

From the December 2015 The Municipality of Tbilisi offers temporary shelter services to the homeless 

persons. The shelter was constructed in Tbilisi, settlement of Lilo and there is possibility to serve 240 

beneficiaries at one time. According to the information from the official site of Tbilisi Municipality: 

"beneficiaries will have first-aid ambulatory health services and medicines during 24 hours, 5 social workers 

are on place to support them and also psychologist is available on need. The building also has security office.

In the shelter there are separate rooms for women and men. One room is equipped with 5 two-storeyed beds 

for 10 beneficiaries. There are necessary things and means of hygiene. The shelter has facilities: dining space, 

bathroom, washing space and etc. Beneficiaries are served two times a day with food of 2800 daily calories."

According to the same information, citizens can be enrolled in the shelter by themselves or by police patrol. To 

be included in the shelter citizens should satisfy different criteria - should be able to take care of him/herself, 

should not have any inflections/contagious disease, should be registered in Tbilisi and should be homeless. 

The mentioned shelter can be also offered to every other citizen under hard meteorological conditions and 

life risk.

Very crucial issue that would support better understanding of challenges and problem-solving would be 

appropriate statistical information. On the given moment country has no united statistics on: housing stock 

(with all components), homeless persons in whole country and by the regions,  homeless households  and 

their demographical structure and etc. Thematic statistics carried out by the GeoStat (National Statistics 

Office of Georgia) are not giving picture on the issues of homeless persons/families. Important is that absence 

of the united standardized technical documentation for identification and registration of homeless persons 

also prevents proper reactions from the central and/or local governments to solve the problem.

As for the institutional side of the issue, it is exactly appropriate to the current vision and conditions of the 

problems of homelessness. Accordingly, central institution working on housing policy (including shelter, 

social housing and etc.), elaborating legislation and supporting local self-governments to adequately see and 

solve problems - does not exist in the country.

2.5. Establishing and maintenance of  cemeteries

According to the Code of Local Self-governance (article 16, paragraph 2.s.), establishing and maintenance of 

cemeteries is the exclusive authority of the local self-governance. This entails maintenance of existing 

cemeteries, closing down old cemeteries, establishing new ones and designating relevant territories for the 

purpose in primary settlement units (city, borough, and village).

At the national level this area is partially regulated by the following acts: "Code of Taxation", "On recognition of 

property rights on lands owned by individuals and legal entities of private law", Georgian law on "Approval of 

main provisions for regulating use and development of settlement territories - technical regulations" and law 

on "Approval of technical regulations for water protection areas". These normative acts define details related 

to requirements for cemetery designated areas, requirements and exemptions for legal entities of private law 

operating in this area. In addition, state has adopted a by-law on "Approval of rules for necessary registration 

of decease prior to utilization of public (state, local government owned) and privately owned cemeteries". 

The by-law (#488) was adopted on July 25, 2002 jointly by the Ministry of Justice, Ministry of Labour and 

Health, Department of Statistics and the former Department of Land Management, making it mandatory to 

LEPL Social Service Agency carrying out the registry of those homeless who already are registered in local self-governments. This information (statistical) 
is not available through official website. Also there is a risk that local self-governments register homeless persons only after their application and 
accordingly information is not fully accurate.
The problems of homeless families are rather crucial when there are children and elderly persons there. Documents described there do not consider these 
cases.
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utilize cemetery territories only based on the prior registration of death which should be added to the 

relevant registry. Based on the death registry Department of Statistics is responsible to conduct data analysis 

before 7th day of each month.

In addition the area is also regulated with decrees adopted by local government councils on "The rules for 

establishing and maintaining cemeteries". Such decrees are used in 10-15 municipalities regulating rules for 

establishing, operating and maintaining of cemeteries within the boundaries of a particular municipality. The 

decrees also define notions of municipal and private cemeteries, functions of municipal cemetery managers, 

burial procedures and costs, procedures for opening up, closing down and liquidation of cemeteries.

Up to present, various issues related to the establishing and maintenance of cemeteries are regulated only by 

sectoral legislative acts and not by a specific law. In addition, there is a huge information gap regarding 

European directives, regulations and requirements as well as international best practices in this area.

Present state of affairs appears as hindering factor for implementation of EU-Georgia Association Agreement 

and addressing the prominent issues requires development of a set of by-laws for further harmonization. 

However, so far there have been no publicly stated activities implemented in this area.

Based on the forms and mechanisms for realization of authority areas identified in Article 19 of the Code of 

Local Self-Governance, usually municipalities manage the sector through N(N)PLs and in a few exceptional 

cases- through LLCs, entities of private law established by the municipalities that have granted the status of 

municipal cemetery managers.

Certain participation of private sector is visible in the field of managing cemetery maintenance and 

establishing privately owned cemeteries, especially in larger urban areas. However, no clear policy exists for 

public-private partnerships in the area.

Currently there are is no complete data on the cemeteries within municipal lands, as beyond the larger cities, 

the cemeteries are not registered as municipal properties in the public registry. This is despite the 

Presidential decree N 278 of June 24, 2003, which required making inventory of cemeteries, as main property 

to be transmitted to the self-governments.

the cemeteries within municipal lands, as beyond the larger cities, the cemeteries are not registered as 

municipal properties in the public registry. This is despite the Presidential decree N 278 of June 24, 2003, 

which required making inventory of cemeteries, as main property to be transmitted to the self-governments.

In addition, due to the lack of municipal budgets, except in the larger cities, self-governments are not able to 

provide adequate cemetery services, leading to the lack of complete data and information on buried 

individuals in the municipal cemeteries.

Based on the above-mentioned "Rules", municipalities set service fees for managers according to the area of 

burial places, which represents an important regulatory tool for the municipalities with smaller territories. In 

addition to these fees, local budgets are key source for funding establishment and maintenance of municipal 

cemeteries. In many cases fencing of cemeteries in village settlements is funded by state budget through 

"Village Support State Program".

It should be noted that besides larger self-governing cities and a few exceptions, in the majority of 

municipalities municipally established N(N)PLs receive finances in the form of subsidies from the local 

budget for management and maintenance of cemeteries. This clearly limits opportunities for the private 

sector to enter the field and reduces competition. However, existing legislation envisions procurement of 

necessary resources and implementation of needed works that go beyond the upper monetary value of 

funding received as local budgetary subsidies.

Overall, analysis of practices existing in this field in Georgia reveals that municipalities allocate minimal 

necessary funds for establishing and maintenance of municipal cemeteries without prior study and 
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assessment of needs in the sector. In general this happens due to lack of highly qualified and skilled relevant 

human resources.

As there are no new standards adopted, project documentation for establishing new cemeteries is based on 

the following standards and regulation from Soviet times:

Ÿ   Construction Norms and Rules 2.07.01-89* Urban development. Planning and construction in urban and 

rural settlements.

Ÿ    Construction Norms and Rules 3.01.03.84 Geodesic works in construction

Ÿ    Construction Norms and Rules 3.03.01-87 Carrier and bounding constructions

In addition to the identified "Construction Norms and Rules" this area is regulated by the following 

governmental decrees:

Ÿ   "Approval of Technical regulations on key provisions of regulating the use and development of settlement 

territories" - Decree # 59 adopted on 15.01.2014

Ÿ    "Approval of technical regulations for water protection areas", decree # 440 adopted on 31.12.2013

Ÿ  "Recognition and acceptance for implementation of technical regulations for regulating construction 

sector in Georgia", Decree # 52, adopted on 14.01.2014

Ÿ   "Approval of technical regulations for space arrangements and architectural and planning elements for 

persons with disabilities", Decree #41, Adopted on 06.01.2014

Ÿ    "Rules and conditions for issuing construction permits", Decree #57, adopted on 24.03.2009

Consequently, the following outcomes emerge:

Ÿ  Low quality municipal programs (sub-programs) in the area of establishing and maintenance of 

cemeteries, which in many cases do not fully meet the requirements "Methodology for developing 

program budgets in local self-government entities" approved by the Finance Minister's decree # 385 of 

July 8, 2011 on "Approval of methodology for developing program budgets".

Ÿ  Relevant municipal agency officials avoiding development of selection criteria and documentation, 

resulting in hindered procurement process for competitive selection for developing project and cost 

estimates.

Ÿ  Inadequately prepared tender documentation, including technical assignments completed in a poor 

quality resulting in highly frequent failure cases of first calls tenders.

Ÿ    Cost estimates developed by relevant municipal agency officials are adjusted to already defined available 

municipal budgetary allocations, resulting in estimates that inadequately address the costs for works 

that are required by the "Rules" to be conducted for establishing and maintenance of cemeteries.

Eventually, these factors affect the quality of provided services and satisfaction of the municipality 

population.

3. Examples from European Experience

3.1. Solid waste management

The framework directive On Waste 2008/98/EC is the key normative document of EU which creates legal 

frameworks and key principles for waste management. The directive includes common definitions of terms 

and concepts, such as "waste", "utilization", etc. Waste is defined as "any substance or object which the holder 

discards or intends or is required to discard". This directive identifies 16 categories of waste which presents 

the basis for the "The European Waste Catalogue" (2000/532/EC). The catalogue is updated from time to 

time.

The directive defines key principles of waste management, which regulate activities in the area. These are: 

Elimination of increase in waste production and reducing the harm; Reuse and recycling, retrieving valuable 
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components from waste; utilization for producing energy; safe disposal of waste (as the last resort where the 

above mentioned actions cannot be completed). Another significant principle related to waste management 

is the "polluter pays principle".

Waste management normative documents at EU national and local levels can be divided in two groups:

Ÿ    Programs (Action Programs) that are frameworks defining mid-term and long-term goals in the sector (3 

to 5 year, up to 10 years in some cases).

Ÿ    Normative Acts (Agreements, directives, Rules, Norms) that may have general as well as specific aims.

The "Polluter Pays Principle" is the cornerstone of minimizing solid household waste production. This 

scheme is applied not just to the household waste producers, but towards the producers of other waste and 

entails fees in accordance with waste volume payable to waste removal companies. The alternative to this 

scheme is the fixed fee model for waste transportation, disposal and utilization established in 10 EU 

countries. For example these fees amount to 20 to 50 euros per ton in Scandinavian countries and the 

Netherlands. In addition there are waste burning fees set in Denmark, Norway and the Netherlands.

3.2. Water supply and wastewater treatment

EU has adopted drinking water directive "Council Directive 98/83/EC of November 1998 on the quality of 

water intended for human consumption". It deals with all systems that supply at least 50 individuals or supply 

at least 10 cubic meters of water per day (24 hours) or less in case of economic activity, drinking water and 

water used in the food industry in cisterns, bottles and containers. The Directive includes key water standards 

for EU member states entailing regular control and monitoring of 48 microbiologic, chemical and indicator 

parameters. EU member states can add additional requirements to the ones identified in the Directive in their 

respective national legislation; however they are not entitled to establish lower standards. The directive 

includes requirement of regularly informing costumers and reporting to the EU on drinking water quality 

once in every three years. Reporting format is defined in the Directive. The Directive has the following 

principles: planning, regulations (responsibilities of member states and the Commission), monitoring, 

communication and reporting.

3.3. Establishing and operating preschool institutions

National standards and decentralized management

Despite significantly different traditions in provision of early childhood education services in European 

states, OECD, which also includes non-European developed countries, has actively contributed to the field by 

conducting comprehensive comparative analysis of successful and efficient early childhood education 

systems and developed relevant recommendation for mechanisms to advance the field. Based on this 

systematic analysis OECD has identified one of the key recommendations regarding integrated systems of 

early childhood education sector management jointly at national and local levels. OECD recommendations 

emphasize the importance of management of early education system take place at the local level. This creates 

possibilities to develop more efficient systems that adequately respond to the local needs and children's 

interests. Hereby, it should be noted that some European countries managing early education field is a 

delegated authority of local governments, while in others- it represents exclusive (own) authority area.

At the same time the recommendations underline the significant role of the central governments in 

developing national regulations, standards and implementing monitoring mechanisms. All of these are 

considered to be critical for ensuring equity principle is met and different local governments, despite 

availability of resources, are required to provide quality education for all children. In addition to the existing 

technical regulations in Georgia, it is crucial to develop and adopt mandatory service standards for quality 

and professional standards for educators, as well as introduction of national monitoring system of preschool 

education institutions. According to the OECD recommendations, along with the monitoring conducted by 

local governments it is critical to assign monitoring function to central government agencies. The need for 
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some supervision and monitoring from central government agencies is evident in Georgia as the Public 

Defender's Monitoring Report has identified number of major issues and non-compliance with existing 

national standards in majority of monitored preschools in different municipalities.

The report by European Commission "Tackling Social and Cultural Inequalities through Early Childhood 

Education and Care" identifies the following main structural factors that are critical for ensuring provision of 

efficient and high-quality early education: adult to child ratios, number of children per classroom, level of 

qualification of educators and specialization in the field of early education, educator salaries. To ensure 

improvement of extremely low quality of early education in all municipalities of Georgia, it is important that 

the above issues are regulated at the national level through technical regulations and standards.

Funding

It should be noted that in most European countries early childhood education is at least partially co-funded by 

families. Even in the countries with strong social policies (i.e. Norway, Sweden, Finland) legislation defines 

share of parental contributions (for example, in Norway this amounts to maximum 20%). Amount of fees to be 

paid by families, usually depends on family income and socially and economically disadvantaged families are 

exempt from these fees. Nevertheless, some countries have introduced fully state funded one or two years of 

preschool education prior to entering primary school (this does not include nutrition costs). Considering the 

models and approaches in EU member states, it is advisable to revise funding policy for preschool education 

and in the context of relatively small municipal budgets establish upper marginal amount for the family fees, 

for example for nutritional services, only for those families whose income allows for such investments. This 

will ensure more efficient and targeted budgetary spending and will create opportunities at local level to 

direct more municipal funding towards improving quality and access instead of only spending on day-to-day 

costs.

3.4. Registration and Provision of  Shelter to Homeless

European Concept of housing is much more wide and comprehensive than housing and shelter vision in the 

legislation and reality of Georgia. European experience to provide housing to homeless is using diversified 

forms and is based on the concept of inclusive development of the society. In many international documents 

vision on housing is inclusive too that means to create supportive living environment for different vulnerable 

groups to integrate them into society and enable them become socially active. Georgian reality knows and 

uses little about differentiated and inclusive forms of the housing. Attitudes and decisions on the housing and 

shelter have rather general then needs based character which does not fully recognize the presence of the 

problem.

Almost all countries of European Union have Housing Policy. Besides this, those countries continue working 

on improvement of the policies to ensure their effective results.

There are several forms of housing used in United States and Europe reflecting local realities and needs: social 

housing, municipal housing (including rental scheme), affordable housing (including low interest rates to 

vulnerable or other specific groups), shelters (short-term, long-term). Housing sector is the competence and 

responsibility of central and local governments. On the central level housing policy is defined, major 

legislation prepared/adopted, unified regulations, standards (including technical standards) prepared and 

consultation support provided. Execution and management of the housing policy is mostly the responsibility 

of local self-governments in different formats in many European countries (Belgium, Bosnia and 

Herzegovina, Estonia, Croatia, Czech Republic, Germany, Hungary, Ireland, Latvia, Lithuania, Poland, Slovakia, 

Slovenia, Sweden, UK ). In most cases not only shelter but also social and municipal housing is considered 

under the category of housing. As previously mentioned, European experience shows diversified approaches 

based on concrete realities to solve problems of homelessness. Accordingly beneficiaries can be: homeless 

persons/households, persons without adequate living conditions, persons without adequate living 

conditions under the risk of social isolation and others. Types of services tailored on individual needs of the 

groups of beneficiaries are: urgent shelter, temporary hostel, transitional housing and etc. In most countries 

171



of EU the problems of homelessness are beyond housing/shelter needs and cover bigger spectrum of services. 

For example in Italy besides food, hygiene and shelter other services towards social inclusion are also 

provided, including educational support, training, psychological support, support in labour market and etc.

Homelessness is the important part of the housing policy of European countries. According to the study by the 

European Federation of National Organizations working with the Homeless (FEANSTA) in 2010, seven major 

domains of homelessness are underlined where each domain is described in the frame of 3 - physical, legal 

and social components. Those 7 domains  are: Rooflessness, Houselessness, Insecure and inadequate hou-

sing, Inadequate housing and social isolation within a legally occupied dwelling, Inadequate housing, 

Insecure housing, Social isolation within a secure and adequate context. Besides this, European countries 

have national strategies to meet the challenges of homelessness, relevant institutions are established, and 

research and innovation are supported for problem identification and problem-solving.

3.5. Establishing and maintenance of  cemeteries

The normative base in EU for the most part regulates space-territorial arrangements of territories and 

settlements and member states develop further laws based on it (for example, in Bulgaria there is law on 

"Regulating burials"). In addition, in line with the regulations identified in directives and national legislation, 

each municipality adopts rules on establishing cemeteries and burial procedures.

Normative acts on establishing and maintenance of cemeteries at national and local levels in EU are based on:

Ÿ  Specific documentation on special-territorial planning at municipal, regional and country level that 

identify exact zones and territories for establishing cemeteries. To a certain extent this is in line with the 

law on "Space-territorial arrangements" in Georgia, which defines criteria for assigning special zone 

status to cemetery territories. However except Tbilisi and a few self-governing cities, these legal 

requirements have not been in most municipalities for creating such plans;

Ÿ   Municipal programmes with short-term, mid-term and long-term goals and objectives for maintenance 

of cemeteries.

4. Key conclusions

4.1. Municipal waste management

Ÿ  According to the Code of Local Self-governance solid waste removal is an exclusive authority of local 

government, which is full compliance with subsidiarity principle.

Ÿ  Local self-governments independently set fees for solid waste removal services based on local context 

and within the maximum marginal limits.

Ÿ  There are no national standards or technical regulations on either general or specific issues related to 

waste management.

Ÿ   Waste removal based on agreements between private organizations and municipalities is not established 

practice. Solid waste removal services are provided by legal entities of private law established by 

municipalities, resulting in higher costs.

Ÿ  There is no catalogue of solid waste (national standard or technical regulation) which would define 

categories of waste and specific approaches for each category.

Ÿ  There are no framework programmes for waste management which would define mid-term and long-

term goals for the field.

Ÿ   Municipal waste collection services are not provided on all territories of Georgia.

Ÿ   Waste collection equipment is outdated and irregular and collection system is inefficient in smaller cities 

and rural settlements.

Ÿ   Municipal waste is not separated and collected appropriately.

There is no terminological apparat developed in Georgian language, so terms given in the Georgian version of the document are not official.3

3
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Ÿ  There is no clear public-private partnership policy. Harmful waste (for ex., medical and other types of 

specific waste) is often found on landfills.

4.2. Water supply (including technical water supply) 
and wastewater treatment

Ÿ Water supply and wastewater management, as well as development of melioration system of local 

significance is the exclusive authority of local governments.

Ÿ  Drinking water supply in Tbilisi, Rustavi and Mtskheta is managed by private companies established by 

the municipalities.

Ÿ   Water supply in self-governing cities and municipal administrative centres is managed by state LLCs.

Ÿ  Self-governing entity is responsible for water supply for settlements beyond the municipal administrative 

centres, however in most villages in Georgia legislative competences are unclear in this field.

Ÿ  Technical Regulations for Drinking Water are adopted by governmental decree #58 of January 15, 2014.

Ÿ  Given the limited budgetary income municipalities face significant challenges and are not able to handle 

water supply appropriately.

Ÿ  Wastewater management is the responsibility of local governments; however income from wastewater 

tariffs is not reflected in municipality budgets.

4.3. Establishing and operating preschool education institutions

Ÿ  Establishing and operating preschool institution is an exclusive authority of local government, that is in 

compliance with OECD recommendations and models practiced in majority of EU member states.

Ÿ  The Code of Local Self-governance prohibits setting any kind of fees for educational or nutritional costs in 

municipal preschools which is not a common practice in majority of European countries.

Ÿ There are national technical regulations and standards for Sanitation, Nutrition and Physical envi-

ronment in preschools, however their implementation is not monitored by state agencies except food 

safety components, which is controlled by National Food Agency (LEPL).

Ÿ  Large number of preschools do not meet the national standards and technical regulations.

Ÿ  "National Educational Standards for School Readiness" have been adopted, however it only includes child 

outcomes and does not define key standards for educational process and learning environment which are 

critical for ensuring quality preschool education.

Ÿ  There are no national educational standards for children below the age of 5.

Ÿ There are no technical regulations and national standards related to major determinants of quality 

education.

4.4. Registration and Provision of  Shelter to Homeless

Ÿ  Current legislative and institutional system do not correspond challenges caused by the homelessness;

Ÿ State does not see the need of housing policy and accordingly today only commercial housing is 

functioning which is not accessible for vulnerable groups as well as even for so called "middle class";

Ÿ  Vulnerable groups, including homeless persons do not get appropriate services in many different areas, 

including housing. This situation creates more complicated social background and prevents social 

integration.

4.5. Establishing and maintenance of  cemeteries

Ÿ According to the Code of Local Self-governance regulating issues in the area of establishing and 

maintenance is the exclusive authority of local governance, which is in full compliance with the principles 

of subsidiarity and decentralization.

Ÿ  Cemeteries in Georgia are considered a social communal area with special religious and cultural mea-

nings and they a play a principle role in community identity formation. Thus participation of local 

government is a necessary element.
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Ÿ  It can be concluded that in the area of establishing and maintenance of cemeteries Georgia legislation is 

virtually fully developed and requires relatively minor specifications and amendments for further 

harmonization with European legislation.

Ÿ  There are no national standards or technical regulations for either general or specific issues related to 

establishing cemeteries.

Ÿ   Maintenance of cemeteries based on agreements between private organizations and municipalities is not 

established practice. Cemetery maintenance services are provided by legal entities of private law 

established by municipalities, resulting in higher costs.

Ÿ   There are no framework programmes for cemetery maintenance which would define mid-term and long-

term goals for the field.

Ÿ   Municipal cemetery maintenance services are not available on all cemeteries of Georgia.

Ÿ   There are no complete data collected about the buried in rural areas.

5. Recommended Models

5.1. Municipal waste management

Through the relevant legislative changes the state should be able to attract the interest of private companies 

that will collaborate with municipalities as a result of winning tenders for provision of solid waste removal 

services. This will ensure reduction of municipal budgetary allocations that are intended for subsidizing 

municipal N(N)PLs and LLCs. Solid waste removal services will become more effective and efficient.

To encourage private companies to enter the solid waste management field it would be advisable that the 

state transfers relevant state industrial properties with specific conditions. Various forms of transfers may be 

applied, such as lease or preferably, property transfer with management rights. This will increase private 

sector's interests in the area as they will be provided start-up opportunities for operating business. Initially, 

Ministry of Regional Development and Infrastructure may introduce this initiative as a pilot project in one of 

the regions. At the later stage, based on the piloting outcomes the initiative may be scaled up country-wide.

Discussion of waste collection and recycling should take place not just in the context of entrepreneurial 

perspective, but also in light of social outcomes as the field carries high levels of social marketing. Currently 

levels of population participation and social responsibility in business sector is quite low and in this context it 

would be extremely important for the Ministry of Environment and Natural Resources to implement 

programs on awareness raising of business providers and population regarding waste management. Funds 

should be allocated for this purpose to be distributed as grants to local, regional and national NGOs. Their 

activities should be targeted at increasing knowledge, skills and responsibility among the population 

regarding this significant field.

Separation and separate removal of waste can be achieved by adoption of a national standard - "Solid Waste 

Catalogue" defining waste categories and specific approaches by categories. As a result, opportunities for 

waste recycling and reuse will increase. The Solid Waste Catalogue should be developed by the Ministry of 

Environment and Natural Resources and adopted by the Ministerial decree. An alternative way would be 

adoption of the catalogue by a decree of ministerial cabinet as the problem is quite general and involves many 

areas. The solid waste catalogue should include the following chapters:

Ÿ   Introduction, goals

Ÿ   Background information

o  Date of coming into force and approximate or exact timelines for revising the catalogue list

o  Definition of solid waste

o  Definition of hazardous waste - defining algorithm

o  Hazardous waste classification instruments

Ÿ   Instructions for catalogue use

Ÿ   The classified list of solid waste for a present time.
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“European Waste Catalogue and Hazardous Waste List" approved by the Environmental Protection Agency 

(decision number 2000/532/EWG) can be used as the basis for developing the catalogue in Georgia.

The Solid Waste Code establishes responsibility of municipalities to develop municipal waste management 

plans. In addition, companies (producing amount of waste over the upper limit established by the law) are 

required to develop company's plans for waste management and establish a post of environmental manager 

in the company.

Developing a national program framework with mid-term and long-term goals in the field would allow for 

reduction of environmental pollution, increase of service efficiency, improvement of budgetary funding 

efficiency, improved public awareness on environmental issues.

The Ministry of Environment and Natural Resources (MENR) should develop the national program for 

medium term (3 to 5 years) or long-term based on the Solid Waste Code and in line with the EU Georgia 

Association agreement. The following other agencies should participate in the process: (1) The Ministry of 

Labour, Health and Social Protection as it is responsible for medical waste management and control along 

with the MENR; (2) Ministry of Agriculture as it regulates and oversees management of animal waste along 

with the MENR; (3) Ministry of Economy and Sustainable Development, as it defines requirements for 

municipal waste transportation along with the MENR; (4) Ministry of Finance, as it regulates trans-border 

transportation of waste along with the MENR; (5) LLC "Solid Waste Removal Company" under the Ministry of 

Regional Development and Infrastructure (MRDI), as it responsible for establishing, operating and closing 

down non-hazardous landfills in Georgia (except Adjara autonomous republic and Tbilisi), also establishing 

and management of unloading stations; (6) Municipalities, as they are responsible for municipal waste 

management, Autonomous republic of Adjara and Tbilisi, that are responsible for non-hazardous waste 

management, establishing, operating and closing-down of landfills.

National program on waste management should be mandatory for all state agencies and municipalities 

whose functions will be specified within this program. The program may include the following contents:

Ÿ   Introduction, aims

Ÿ   Legislative sources and compliance with European legislation, approaches and principles

Ÿ   Situation analysis

Ÿ   Waste management hierarchy and principles

Ÿ   SWOT analysis

Ÿ   Mid-term and long-term vision

Ÿ   Goals and objectives

o  Key goal should be ensuring compliance of national legislation on waste management with EU requi-

rements and international conventions, their implementation

o   Planning waste management

o   Developing system for waste collection and transportation

o   Developing system of landfills

o   Prevention, reuse, recycling and restoring

Ÿ   Full coverage of waste management costs through application of the "polluter pays" principle.

Ÿ   Supporting and implementing producer's widened responsibilities, setting minimal requirements.

Ÿ   Developing Electronic information system for the field.

It is significant to include detailed implementation plan, timelines, required funding and responsible 

agencies/self-governments as an inseparable part of the national Program.

Even though, municipalities have limited capacities for developing strategic plans in this area, it is significant 

that in parallel with the National Plan for Solid Waste Management local governments are required to develop 

medium term strategies for municipal waste management. This process would require technical assistance of 

MENR through targeted trainings.
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5.2. Water supply (including technical water supply) 
and wastewater treatment

Functions and responsibilities of municipalities in the area of water supply have to be regulated further. 

Drinking and technical water are goods of local significance and respectively, their management should be 

handled by the municipalities and not the state government. The Code of Local Self-Governance clearly 

designated that as it is an exclusive authority of the local governance, no other agencies have authorities to 

manage water supply and wastewater systems within the territories of a municipality. The Code stands on a 

higher level than any other legislative act in this field. Thus, the state has to suspend the water supply 

management for urban settlements. This should be reflected in different state decisions and regulations, 

more specifically:

Ÿ It is crucial that the decree of Ministerial cabinet releases the LLC "United Water Supply Company of 

Georgia" from subordination to Ministry of Regional Development and Infrastructure. Based on the 

subsidiarity principle, its local representatives along with the state-owned properties should be 

transferred to the municipalities.

Ÿ  State budgetary allocations to LLC "United Water Supply Company of Georgia" should be transferred to 

municipalities to ensure adequate water supply and wastewater system management by the 

municipalities.

Ÿ  Ministry of Finance can calculate transferrable budgetary allocations by adding additional components to 

the equalization transfer formula, such as the length of wastewater and sewage system, added volume of 

cleaning plants and power plants.

The proposed model will automatically ensure that wastewater tariffs are reflected in the self-governing 

unit's budgetary income. It should be emphasized, that using EU directive 98/83/EC in the process of 

harmonization legislation, will ensure that improvement of system level effectiveness and efficiency.

5.3. Establishing and operating preschool education institutions

In order to ensure provision of quality preschool education services country-wide, it is important to 

introduce technical regulations and national standards in the areas that are critical in determining quality of 

services. This approach is an established practice in majority of European countries where provision of early 

education services is the authority of local self-governments. Absence of national standards/technical 

regulations in some of the significant areas will hinder the process of developing quality services equally in all 

municipalities of Georgia. Thus it is necessary to establish national standards mandatory for all preschool 

institutions on the following issues:

a.   Maximum number of children per group for different age groups.

International organizations (OECD, UNICEF) recommend that the maximum number of children in the 

oldest age group (2 to 6 year of age) should not exceed 25, while in younger groups the number should 

be less (for example, in classrooms for children 2 to 3, the number should not exceed 15).

b.   Educator to child ratios set for each age group.

Along with the maximum group size, educator (teachers, assistants) to child ratio is also a very 

significant quality factor. With younger children (2 to 3 year olds) it is recommended that there should 

not be more than 8 children per adult, while in older age groups (5 to 6 year olds) maximum number of 

children per adult should be 12.

c.  Minimum qualification requirements and professional standards for key teaching personnel (educa-

tors, teachers, assistants).

Qualification of teaching personnel is critical factor directly affecting quality of preschool education and 

child learning and developmental outcomes. International Standard Classification of Occupations 

adopted by the International Labour Organization classifies Early Childhood Educator as a tertiary level 

qualification.  Thus, it is important to introduce relevant changes in the National Qualification 

International Labour Organization. (2012). International Standards Classification of Occupations - ISCO 08. last accessed - 10/01/2015, 
http://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---publ/documents/publication/wcms_172572.pdf

4

4
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Framework of Georgia and in all municipalities preschool institutions should be required to hire the 

teaching personnel with required qualifications. It is also advisable that in the context of absence of a 

large number of qualified teachers, to introduce a national policy for supporting professional 

development of current workforce and implementation of certification in line with the professional 

standards.

d.  Minimum remuneration for teaching personnel and maximum number of contact (in group) hours per 

week.

Remuneration of teaching personnel and working conditions are significantly correlated with 

successful professional work and achievement and influence the quality of preschool education 

services. Setting minimal salary scale at the national level (as it is the case for general education) will 

support the equalization of salaries (currently educators in some municipalities receive two-three 

times less salaries than their colleagues working in different municipalities). At the same time, it is 

important to limit maximum classroom working time (so called 'contact hours') per week (It is 

recommended not to exceed 30 hours). The technical regulation in this field should also consider 

minimum number of non-contact hours (out of classroom) - at least 5 hours per week. Non-contact 

hours are crucial to enable educators to plan and evaluate the teaching and learning process, 

communicate with parents and participate in continued professional development activities.

e.   Early childhood education (including school readiness) standards.

Adoption of national education standards will contribute significantly to strengthening educational 

component in early childhood education and care system and improving preschool education quality 

countrywide. Standards should cover all age groups and include the following areas:

Ÿ  Learning and development areas, outcomes and relevant indicators- developed for all age groups 

separately

Ÿ   Standards for planning and organizing educational process and environment

Ÿ   Principles of program planning and evaluation

Ÿ   Standards related to diversity and inclusion

Ÿ   Principles of working with children, parents and community

Ÿ   Standards related to transitions.

In parallel to adoption of the above mentioned national standards and technical regulations, OECD 

recommends establishing national and local-level mechanisms for monitoring implementation of standards 

by preschool institutions. Absence of regular monitoring system will hinder the process of improvement of 

quality services in different municipalities and create further equity gaps in this regards.

Additionally, considering widespread practices and European experience in the sector, it is suggested to 

revise preschool education financing model (except the school readiness year for 5 year olds) and consider 

parental fees as co-funding source. The fees should be introduced only for the families with respective 

income, while disadvantaged groups would still remain exempt from fees. This will make it possible to 

increase total funds invested in early childhood education, which in turn will be the basis for improving 

quality and accessibility of services in a relatively short timeframe.

5.4. Registration and Provision of  Shelter to Homeless

It is important that State recognizes the problems of homelessness and has systemic approach to problem-

solving: policy, strategy, legislation, institutions, monitoring and evaluation, quality control, research, 

information support. Since the issue of housing/homelessness is quite complex it is important that different 

institutions are involved in formulation of policy and vision and coordination role is taken by one institution, 

in this case by the Ministry of Regional development and Infrastructure. Taking into consideration European 

experience it would be more effective to establish special agency under this ministry with direct 

responsibilities of coordination and development of housing sector of the country. Obviously, we do not mean 

the policy and management of municipalities in sphere of management homes for the homeless, but 

consultation, monitoring, evaluation and recommendations, with the introduction of common rules.
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Taking into consideration the fact that local self-governments are not responsible for housing policy anymore, 

it is important that state (MRDI, or agency, or expert group under MRDI coordination) elaborates Document 

of Housing Policy which covers issues of shelter among others. This document also should define 

beneficiaries of housing sector.

Housing challenges and homelessness should not be left only on the responsibilities or good will of local self-

governance. The functions and responsibilities should be divided between central and local government (i.e. 

issues of social protection and services - to the Ministry of Labour, Health and Social Affairs, issues towards 

inclusion by education - to the Ministry of Education and Science and Ministry of Sports and Youth Affairs, 

construction standards and norms - Ministry of Economy and Sustainable Development, management and 

maintenance of shelter - local self-government and etc.);

International best practices should be learned together with relevant study of local circumstances to 

elaborate concept and legislation oriented on problem-solving.

Terms should be defined very accurately: homeless, shelter, homeless families and etc. For short-term 

perspective it is important to harmonize existing legal acts.

Types of beneficiaries should be defined and based on their needs types and forms of shelters/housing should 

be elaborated. It is important that experts elaborate issues of functions, accommodations, services and 

management for different types of shelter. For example it can be possible to think about 2 types of shelter: first 

short-term (for one night, several nights) where persons with temporary needs will be allocated, including 

those who suffered by disasters. Second - long-term shelter that will accommodate those homeless persons 

who not only have no housing but also do not participate in labor market (are not employed). It is very 

important to avoid creation of living environment with common use (common use bedrooms).

On the central level of government minimal standards of different types of shelter should be elaborated 

covering: planning and functional block, management and maintenance, responsibilities and duties, issues of 

hygiene and sanitation.

United system of finding/identification, registration and monitoring of homeless should be elaborated and 

appropriate institution should be determined. Current situation, when only those homeless are visible who 

already are in shelters, do not support problem-solving. It is important that GeoStat takes responsibility and 

participates in creation of database and instruments.

Concrete periods should be determined and action plans elaborated for/by municipalities for identification 

and registration of homeless persons and provision of information to the united database. For this it is 

important to strengthen municipalities financially and by human recourses.

The concept of "alternative housing stock" can be considered as well. This stock will serve municipalities to 

supply shelter to persons/families whose properties are dangerous for life or are damaged by natural 

disasters.

For longer perspective it can be considered to create municipal housing stock. This means that municipalities 

own certain housing stock (can be constructed or purchased from commercial real estate market). Having 

this stock it will become easier to support social and economic integration of vulnerable groups.

It is important that policy documents and technical instructions contain responsibilities to provide homeless 

persons/families with different services.

5.5 Establishing and maintenance of  cemeteries

Different issues related to establishing and operating cemeteries should be comprehensively regulated. This 

would also entail complete regulated responsibilities for cemetery operators (including N(N)PLs or LLCs 

established either by municipalities or individuals) on a legislative basis. It should be implemented based on 
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the law developed by the Ministry of Regional Development and Infrastructure and adopted by the 

Parliament. Regulations in place in Lithuania and Bulgaria may be used as a reference in the process of 

development of the law.

A number of amendments should be made to the Code on Administrative Offense which would encourage 

municipalities to enforce rational and fair punitive policy in the field of cemetery maintenance (protection of 

cemeteries from livestock, unauthorized burials in case of absence of relevant permits and respective fee 

payments, which will significantly increase the responsibility of cemetery managers as well as the bereaved 

resulting in rational use of available cemetery territories and standardizing memorial placements).

The development of cemetery maintenance systems and drawing more resources should take place through 

establishing long-term public-private partnerships between municipalities and private companies. This can 

be implemented through arranging relevant competitions for identifying best-fit "managers" in compliance 

with local legislation and by introducing local long-term strategic programmes for cemetery management. 

Political will and informational access to international best practices will be central to reach these ends.

It is recommended to introduce alternative services to population in larger settlements (cities, towns). This 

will improve a competitive environment and related provisions will need to be reflected in long-term 

strategic programmes for cemetery management. Based on these strategic programmes additional 

investment conditions may be developed which will raise private companies' interest to this area.

Land development and space planning process should be launched with active participation of community 

and interest groups. It is recommended to introduce the practice of allocating budget to this sector based on 

the locally approved strategic programmes.

It is advisable that local governments develop electronic databases and GIS information systems for 

supporting establishing of new cemeteries and improving record-keeping and data collection for existing 

cemeteries. These electronic databases should in turn be based on the documentation related to land 

development, space arrangements and urban development.

Developing and adopting such regulations, along with developing the municipal medium-term and long-term 

social-economic development plans will guarantee that annual budgetary allocations will be made based on 

adopted strategic plans and documents. Consequently this will strengthen program-based planning in 

municipalities and improve provision of outcome-based services to the population.
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Annex 1. - Review of  other competencies of  the self-government

1. Current situation

1.1. Introduction of  local taxes and fees and their abolition, 
determinate their rates, taking local fees

According to "Local Self-government Code", Article 16, Paragraph 2; Subparagraph D -Introduction of local 

taxes and fees and their abolition prescribed by the law, determinate their rates within the quantitative limits 

foreseen by the law and taking local fees, this is an authority of local-self-government. The assemblies of local 

self-governments have a right to introduce or abolish local taxes or fees according to Local Self-Government 

Code" 1st part of the Article 24, "D.B "Subparagraph, 1st and 2nd parts of the Article 61; According to the Tax 

Code of Georgia, 1st part of the Article 7 and Article 20 of Georgian Law about Normative Acts, the assemblies 

of local self-governments have a right to introduce or abolish local taxes and fees.

According to 3rd part of the Article 5 of the "Tax Code of Georgia", the representative bodies of self-

governments have a right to introduce the local taxes foreseen by this Code, but according to 6th part of the 

Article 6, the tax of the property belongs to local taxes. The person pays the property tax, if she/he owns or 

uses the property. Property is all items and intangible property, which can be bought, owned and used by the 

persons without the limitation. ("Tax Code of Georgia", 30th part of the Article 8). The property, as the object 

of legal relationship, generates since the moment of its registering at Public Registry. Naturally the persons 

are not the taxpayers of that property, which legally doesn`t exist as the property.

According to the Article 7 of Georgian Law "Tax Code of Georgia", the local self-governance is eligible to 

introduce the local tax foreseen by this Code only on whole territory local self-governing unit has the united 

rate or/and proper to separate fields or/and a type of the work on the territory of local self-governing unit, 

identified by this Code in the frames of marginal rates.

According to 1st paragraph of the Article 204 "Tax Code of Georgia", within the decision of representative 

body of local self-government it's determines the rate of the tax, which size must not exceed to 150 % of 

annual basic rate, determined by this article. Annual basic rates of property tax on agricultural and forest land 

is differentiated according to administrative-territorial units and the categories of the lands and it`s clarified 

by the calculation of per hectare in GEL.

According to "O1" subparagraph of 1st Paragraph of the Article 206 Georgian Law - "Tax Code of Georgia", the 

land owned by the person is released from the property tax- which is located nearby to the territories, defined 

by the Georgian Law on "Occupied Territories", therefore the person isn`t able to use given part of the land, 

which is confirmed by the reference issued by the local self-governmental body. The Minister of Finance of 

Georgia determines the rule of using of this concession foreseen by this subparagraph.

Hereby should be mentioned that according to 1st "Sh" subparagraph of this Article, the Agricultural lands are 

also released from the property tax, which more than half of the harvest was damaged for the reasons of the 

disaster (Hurricane, hail, drought, flood) and other force majeure circumstances.

The basis for the releasing from the property tax on the land is a decision of local self-governing body, which is 

issuing through the agreement with the proper territorial units of the Ministry of Agriculture of Georgia. The 

conclusion of the commission is issues twice- during 2 weeks from the moment of the ending of disaster 

before the harvesting.

According to Georgian Law about "Local Taxes", Article 5, the local self-governments may introduce the 

following local fees: 1. Fee for the permission of the constructing (except special constructing of Radioactive 

and nuclear facilities) 2. Fee for the cleaning of urban area; 3. Fee for the gambling business. 4. Fee for the 
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issuing of special (zonal) agreement 5. Fee for the infrastructure of rehabilitation area of cultural heritage. 6. 

Fee for the expedited service of the issuing (put some changes in it) the act of constructing (except special 

constructing of radioactive and nuclear facilities), confirmation of execution of permit conditions (into 

operation).

It adopted the regulation of the Gambling Business fee according to №277 decree 12 July 2011 of Georgian 

government about "Regulation of the size of the annual rate of the permit fee for Interior arrangement of 

gambling machines` salons". Properly, it`s determined the maximal size of annual rates of the permit fee for 

the Interior arrangement gambling machines` salons by the person owning the permission for the arranging 

of casino for the Interior arrangement of gambling machines` salons" in casino. It`s also different according to 

the municipalities. Also within the decree №175 8th May 2012 of Georgian Government about, "Determine if 

annual rates of permit fee for the arranging of Betting Club". According to the 4th paragraph of the Article 121 

of Georgian Law about "Local taxes" the size of the fee, mustn't exceed to 3 Gel per month for each inhabitant, 

but 25 Gel per month for each cubic meters of the waste for legal entity, organization and other body. The size 

of the fee mustn't exceed to the needed expenditures for the organizing and administrating of this service. 

(Paragraph 6)

According to the Article 13 of Georgian Law about" Local taxes" the local tender fee is paying by that 

challenger, which gets the tender documentation in the implementing of State procurement through the 

funds of the budget of local self-governing entity. The rate for tender fee determined by the assembly must not 

exceed to 150 GEL. What concerns to the taking of the fees, the state regulations are not exist in this topic. To 

take the fee for the cleaning is complicated. Accordingly, the municipalities are implementing the 

management of the taking such fee according to own views through different successes. The incomes adopted 

from such fees do not exceed to the half of the possible one in the community municipalities.

1.2. Local road Management and organizing the local traffic; 
provide vehicles with the parking places and the regulation 

of  standing/parking rules

According to Z subparagraph of 2nd paragraph of the Article 16 of "Local Self-government Code" local road 

management and organizing the local traffic, providing the vehicles with the parking places and the 

regulation of standing/parking rules is an own authority of local Self Government.

Engineering infrastructure, at list the planning of local roads, constructing and developing is one form the 

important issue of the development of the territory of self-governing unit. It`s directly related to the spatial-

territorial arrangement of self-governing unit.

According to the 1st paragraph of the article 2 of "Georgian Law about the Highways", the highway is an 

engineering building, which purpose is to provide a safe and convenient moving of Vehicles and other 

transportation means to set normative speeds, dimensions, but according to the 7th and 8th paragraphs of 

the Article 3 the local roads are including:

Ÿ  The roads connecting the administrative municipal centers with populated areas of these municipalities;

Ÿ  The roads connecting the populated areas with international and domestic highways;

Ÿ  The roads connecting the populates areas of the municipalities;

Ÿ The roads connecting special resorts, recreation and tourist places, sports complexes, historical and 

cultural monuments, scientific centers and special facilities with the administrative centers of the 

municipality, also the entrances of nearest railway stations, airports, maritime ports with international 

and domestic and local roads.

Ÿ The roads, which are not proper to the indicators of local roads determined with above-mentioned 

paragraph, but have a special and defense meaning.
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According to mentioned law, the list of local highways is approved by the higher or local self-government 

bodies of the executive authority of Abkhazia and Adjara Autonomous republics. As a rule, it will be reviewed 

once every 3 years.

Despite the fact that the local roads is an exclusive authority of self-governing unit, a basic work of their 

construction -rehabilitation is actually performed in a centralized manner or a capital transfer to the 

municipalities in the form of delivery - due to the lack of financial resources.

In the municipalities, as the rules, proper designing organization is exciting, to which the municipality give an 

order on the basis of proper agreement and this organization creates the project or according to the 

Procurement legislation the tender is announcing for the projecting and also on the basis of the agreement the 

winner designing organization proper project.

Due to the fact that new standards aren`t adopted yet, the road designing information relies on following 

Soviet standards and regulations:

Ÿ  "Highways" (СНИП 3.06.03-85);

Ÿ  "Constructing of the Automobile traffic garment" (BCH 16- 95, 1997);

Ÿ  "Highways " (СНИП 2.05.02-97);

Ÿ  "State standards" (ГОСТ 9128-97);

Ÿ  "Constructing norms and rules" (СНИП 2.07.01-94).

On the territory of Self-governing unit, accept international and domestic roads, the bodies of local self-

government are eligible for the planning of the road traffic within the respecting of the requirements of 

Georgian Law about "Road Traffic Safety". The planning of the road traffic includes determining of the 

Vehicles` routes, working up and financing of the local programs regarding road traffic according to the 3rd 

paragraph of the Article 6, Georgian Law about "Road Traffic Safety", making a decision regarding the 

limitation or suspension of the vehicles according to the Article 8 of the same Law.

On the territory of local self-government the municipalities as a rule, haven`t worked up any instruction or 

regulation related to the planning of Road traffic. In some Municipalities are established the non-commercial, 

non-profit legal entities N(N)LE, which have a management of the authority conferred by the reglament, but 

their work is limited only with the organizing of inner transportation lines. Mentioned service in Tbilisi 

implements the Tbilisi transportation city service according to the standard of one of the countries indicated 

in the Decree #45, 24th February, 2006 of Georgian government about "Recognizing of acting rules of 

technical reglaments of other countries by Georgia".

Car parking issue isn`t perfectly regulated through Georgian legislation. According to the 21st paragraph of 

the Article 31 of Georgian Law about "Road Traffic Safety" the authority of the representative body of local 

self-government is only a determining the rule of Vehicle parking on the pavement (the representative body of 

local self-government defines a rules of the standing/parking rule of the vehicles on the pavement). Thus, the 

self-governing body has a right to ascertain the Vehicles standing/parking rules only on the pavement. The 

ascertaining of other kind of parking isn`t foreseen by the current legislation. At the same time, it is 

noteworthy that Georgia Code of Administrative Offences foresees the sanctions for the braking of parking 

rules on the territory of Capital and city Batumi only. Accordingly, Self-governing bodies haven`t an access on 

such legislative base for the realization of such public service.

To determine a place for the car parking is a competence of the Tbilisi transportation city service in Tbilisi. 

The methods of parking are clarified by the foressing of bandwidth of the street and smooth traffic of the 

traffic flows, in this rule the parking areas on the territory of Tbilisi is determining with following conditions: 

parallel standing during the parking, proper road marking is doing during the standing with 2.5 m. X 7.5 m. 

perpendicular and 45 degrees staying 2.5 m. X 5.0 m.

Car Parking in Tbilisi is regulated by the private company "CT Park", which sets the vehicle standing methods, 

parking fees and paying rules and the pavement inquiries rules. In case of the braking the parking rules the 
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vehicle subjects to the transferring to special parking area. The vehicle subjects to the transferring to special 

parking area then when the standing rules are violated during the standing on paid parking places: the 

standing method is violated; the vehicle is staying on the paid parking place more then 9 hours without 

paying; and the vehicle is stopped in the standing /stopping prohibiting mark zone.

1.3. Insuring of  regular transportation permission 
and organizing of  municipal transport service for the population 

in the administrative boarders of  the municipality

According to the L subparagraph of 2nd paragraph of the Article 16, "Local self-government Code" the 

insuring of regular transportation permission and organizing of municipal transport service for the 

population in the administrative boarders of the municipality is an own authority of the local self-

government.

Trough 11th paragraph of the Article 11 of "Transportation Law" the local, city transportation presents a 

passenger transportation with the prescribed route by representative body of proper self-governing city, but 

on the territory of Tbilisi - via the prescribed route by the executive body of Tbilisi city self-government or in 

the administrative borders in Tbilisi. With A subparagraph of the 1st paragraph of the Article 51 of the same 

law is prescribed a necessity of the permission for regular public transportation.

According to 2nd paragraph of the Article 52 the representative body of the local self-government issues the 

permission for regular city transportation, in the capital- the government of the city Tbilisi or its authorized 

structural unit of Tbilisi City Hall. The issuing of the permission for local, regular city transportation is 

regulating according to the Law of Georgia on "Licenses and Permission".

According to the 1st paragraph of the Article 56, the permission for regular transportation of the passengers 

is issuing with the validity no less the one year. The validity period is determining by the assembly.

Thus, within the Georgian legislation, the regular transportation of the passengers in the self-governing cities 

of Georgia by private body is allowed in case only the getting of proper permission. Existing of permit regime 

gives an opportunity to the self-governing cities not determine only, but make a control also the routes of 

regular transportations and transportation schedule according to the conditions within the permission.

Unfortunately, the legislation doesn't foresee an analogical approach for the community municipalities. 

Accordingly, the municipalities have less opportunities to organize a transportation and identify 

transportation routes and schedules on the territory of the municipality. Despite this, in some of the 

municipalities have the municipal bus for inner transportation and proper management is implementing by 

concrete service of the local government or the N(N)M.E. through the reglaments proved by the 

representative body.

1.4. Regulating of  the External trade, exhibitions, markets and fairs

According to the M subparagraph of the 2nd paragraph of the Article 16 ,"Local Self-government Code" the 

regulating of the External trade, exhibitions, markets and fairs is an own authority of local self-government.

External trade firstly was adopted by the Decree about "Freedom of trade" N522 4th May 1992 of the 

Government of the Republic of Georgia. This decree was canceled on 8th November 2006, but it`s canceling 

didn`t generate the prohibition of the external trade. Within Georgian legislation, in particular, the External 

trade is prohibiting by the "Georgian Code of Administrative Offences", if it violates the maintenance rules of 

the Railway crossings or road construction (Article 134), also the external trade is considered as the offence 

without proper permission (Article 153). Here must be mentioned that no one of Tbilisi and other assemblies 

haven`t determined yet the nomenclature of the selling goods, the places intended for external trade and the 

using forms of those places.
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It should be noticed, that the Article 1533 was lodged in the "Georgian Code of Administrative Offences" in 

2002. At that time the permission for external trade was foreseen by the Georgian local on "Local Taxes". From 

1st January of 2007 the fee for the permission of external trade was canceled and the law on "Enterprise 

Activity Licensing and issuing ground of Permit" from 24th June 2005. Through the canceling of these laws 

regulation topic of external trade was under the disposal of the assembly only.

In the "Self-government Code of Georgia" the authority for the regulating of the external trade, exhibitions, 

markets and fairs aren`t directly indicated in the authorities of the assembly, but according to the 2nd 

paragraph of the Article 24 of the law, the competence of the assembly is also the adopting the acts regarding 

the realization of the authority foreseen by the Articles 16 and 17 of the same law, other legislative norms and 

bylaws and the authorities granted by the reglament of the assembly. Accordingly, obviously, that the 

assembly have to realize a regulation according to current legislation of Georgia. Hence, the assembly hasn`t a 

right to impose any fee or permission for external trade (in such case, the decision of the assembly will be 

against to the law on "Local Taxes" and current law on "Permissions and Licenses", which don`t foresee no fee 

of permission for the external trade). One thing which can be allowable for external trade is clarifying the 

goods nomenclature (and it should be only hence the sanitary considerations). So, legislative regulations 

related to external trade are quite contradictory. The term "External trade" has to be confirmed and the 

permission topic has to be decided. If the permission on external trade to be refused, the Article 1533 of the 

Code of Administrative offences is devoid of legal meaning then or it should be canceled or changed.

The arranging issues of the markets and the fairs aren`t actually regulated by Georgian legislation. Only The "A" 

and "B" subparagraphs of the 15th paragraph of Article 15 of Georgian Tax Code" are giving the explanations 

about the market (fairs) and non-stationary trade place: a) Market ( fair) is apart of the land, with stationary 

objects of trade and non- stationary trade areas ( No less than 10 non- stationary trade areas), which are 

suitable for the selling of goods; b) non- stationary trade area (temporary buildings) are collected by the 

elements or/and mobile constructing system, which is related to the land with own weight or/and dry, non-

monolith fixing and which hasn`t underground storerooms, also the vehicle sue for these aim ". Any other 

normative act, which will prescribe the rules and standards of the functioning of the market (fair) isn`t 

existing.

1.5. The issues related to the arranging 
of  the gatherings and manifestations

According to o) subparagraph of the 2nd paragraph of the Article 16 of Georgian Law " Local self-government 

Code" "o) the regulating of issues related to the arranging of the gatherings and manifestations prescribed by 

law" belongs to the own authority of the municipality.

Actually everywhere is foreseen the same by the assembly reglaments of representative body of the self-

governing bodies of Georgia and the provision of the local government of the executive bodies, which are 

prescribed by the provision "regulating of issues related to the arranging of the gatherings and manifestations 

prescribed by law" - existing in the "Local Self-government Code".

Georgian law on "Gatherings and Manifestations" mainly prescribed in the framework conditions of the right 

granted by the Article 25 of the Constitution of Georgia and determines as the authorities of local government 

-executive body, also the requirements of their organizers and other state bodies regarding the arranging of 

the manifestations and gatherings. By Georgian Law on "Gatherings and Manifestations" is foreseen such 

issues as:

Ÿ  Necessity of the prior notice of the Authorities, of the gathering or manifestation is arranging at public 

places, so, if the gathering or manifestation may generate the obstacles for the transportation or interrupt 

the people`s moving in the streets.

Ÿ It`s exciting an information-checked by police, according which the arranging of the meeting or 

manifestation will threaten to the constitutional order, the life and health of the citizens, local self-

governing body is authorized doesn't allow the arranging of the meeting and manifestation.
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Ÿ  The officials of local self-government, who have received a warning about the arranging of the meetings 

and manifestations, are obligated to explain the regulations of the law to responsible persons, in 

particular, inform them about those requirements, which should be protected during the meetings and 

manifestations and explain their rights, also to inform about that responsibility, which is expected in case 

of the violation of the law requirements.

"Election Code of Georgia" and Georgian Laws on the "Legal Status of Aliens and Stateles", "Civil Service", 

"Military duty and military service" , "Military Police", "Investigation Service of the Ministry of Finance" and 

"Police" include also the regulations of this field.

For the violating the regulations acting in Georgia within these laws in this field, the forms and sizes of the 

responsibility are determined by the "Criminal Code of Georgia" and "Administrative offences Code of Georgia"

1.6. The issues related to the naming

According to the p) subparagraph of 2nd paragraph of the Article 16 "Local Self-government Code" own 

authority of the municipality is: "p) the naming prescribed by the Law of the geographical objects located in 

the administrative boarders of the municipality, in particular, historically established district, an 

administrative unit of the self-governing city, some of the zones, microdistrict, source, square, prospectus 

(avenue), highway, street, lane, exit, coast, marina, boulevard, alley, square, garden, park, forest-park, local 

forest, cemetery, pantheon, შconstructions, facilities of the transportation system;"

For the realization of this own authority, according to the "a.e) subparagraph of the 1st paragraph of the 

Article 24 of the "Local self-government Code" the immediate authority for the representative body in the 

field of administrative- territorial organization and its identities in this municipality is: "a.e) the naming 

prescribed by the Law of the geographical objects located in the administrative borders of the municipality, in 

particular, historically established district, an administrative unit of the self-governing city, some of the zones, 

micro district, source, square, prospectus (avenue), highway, street, lane, exit, coast, marina, boulevard, alley, 

square, garden, park, forest-park, local forest, cemetery, pantheon, constructions, facilities of the 

transportation system;"at the same time, according to the 3rd paragraph of the Article 86 of the Organic Law 

of "Local-Self-government Code" the Governor of the Municipality/Mayor is obligated to introduce the 

proposals regarding the naming of the Geographical objects for the discussing to the Civil Advisory Council, 

which authorities and a rule of the working determines by the regulation, approved by the Civil Advisory 

Council.

It should be noted that In order determine other implementing activities regarding th to activate the Law by 

the "a" subparagraph of the 1st paragraph of the Article 165 " Local Self-government Code" Georgian 

Government had a duty to provide the approving of the naming rule of the Geographical objects in the 

administrative boards of the municipality until 1st July 2014 , which was implemented successfully.

By the resolution N239 1st June 2015 of the Georgian Government about "Accept the rule of the geographical 

objects located in the administrative boarders of the municipality", is determined such issues, as:

Ÿ  For geographical object

o  Assign a name and restore the old name or rename;

Ÿ  Geographical objects`

o  Names and the restriction of the names

o  Discussion of the naming and decision-making procedure;

"Election Code of Georgia", Georgian Laws on "State Language", and the Naming of Geographic objects include 

these regulations too, but by the Article 88 of "Administrative Offences Code of Georgia"is determined the 

forms and sizes of the violation of Naming rules of the conducting of works on Cultural heritage monuments, 

its maintenance, setting of the monumental statue of fine arts (sculpture), street and square .

It`s noteworthy that these regulations concern to the naming of the geographical objects located in the 
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administrative boards of the municipality (an not the numbering, which mainly is regulated by the Georgian 

Law on "Public Registry".

2. The examples of  European experience

2.1. Local taxes and fees

The percentages of the local budgets` incomes of some countries are indicated in the table:

As it seems, the self-governments in European countries are depended largely on the Government subsidies,

Main local taxes in Europe are: property, incomes and trade/turnover taxes.

Most part of the European countries have a right to the self-governments to collect such small taxes, as: a 

having of domestic animals, tax for the performances, from which actual budgetary revenues are few. Income 

taxes are giving more important revenues in the local budgets. The self-governments in Nordic European 

countries have a right to deliver income taxes and the percentage size of income taxes are proved locally. The 

self-governments have a right to change the Tax base partly, according to own views (make a decision 

regarding the exemption from payment of the tax). As a rule, local taxes in these countries give 30-60% of the 

budget revenue. Income taxes are included in the budget, as well as in Switzerland, Greece and Romania.

In other countries main forms of the local taxes are the Land and property taxes. Local taxes shall be 

established by the European countries in financial legislation, sometimes in the constitution too. According to 

the Article 106 of German Constitution "the communities" are collecting the part of the income taxes, which is 

regulating by the federal legislation, accepted by the Bundesrat. The communities determine which part of 

the taxes will belong them. The peculiarities of financial relations are regulating in Germany by the law about 

"The financial assistance between the Federation and Lands". According to the 8th paragraph this law, it`s 

determining a getting of the amount of equity of income taxes by the communities. The share of the income tax 

in case of concrete community may be different for others` share. In general in Germany we have such picture: 

Income tax: centre- 42.5%, lands - 42,5%, communities - 15%. Corporate tax: centre- 50%, lands - 50%, 

communities - 0%. VAT: centre - 50,5%, lands - 49,5%, communities - 0%.

2.2. Management of  local roads and organizing the traffic; 
Vehicles` providing with parking places and regulation 

of  standing / parking rules;

In order to illustrate the European experience, we have to take a German example. In opposite of the norm 

"BCH 16- 95, 1997" - adopted here the German ZTV-E-StB-09 standard provides a much greater strength of 

the ground under the road. Here are indicated 7 methods: land cover change, its armouring and putting of the 

Country Local taxes Local fees Subsidies Loans Other incomes

Austria 15 19 35 8 23

Belgium 32 5 40 13 10

Czech 16 12 45 11 16

Denmark 51 22 24 2 1

Finland 34 11 31 3 21

Germany 19 16 45 9 11

Poland 21 7 60 0 12
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geotextile, stabilization fo ground by the binding material, vertical drainage, compacted surface, beton 

surface. Obviously, we use this standard also here sometimes, but in all of them together in episodic case . 

What concerns to the poad coating surface, main approach is conditioned by the foreseeing of the duration of 

term of the exploitation. Acting to your local standard the exploitation term of the road surface is 18 years, 

within the German standard it`s 30 years. Top layer in the process of the road here is a mix of broken sand 

("Sheben") and gravel, but in Germany it`s black layer. In total, black layer is less with 12-15 sm. here, than in 

Germany.

There are several species of the vehicle parking in Germany. Those are: a) Free Parking, we don`t see it in city 

centers or are intended for local residents, who have a special mark on the glass. Also free parking may be with 

the hospitals, recreational parks, student cities, beaches. B) Free parking for fixed period of time. Big trade 

centers have such parks. A penalty for the violation of time is around 25-40 EUR. G) Monday-Friday -days of 

paid parking. On Saturday- Sunday such parking places are free, but it`s free always for the persons with 

disabilities. The cost is 0,5 - 2,5 EUR for per hour. d) parking- Park & Ride. Here is possible to leave the care for 

long period, there are free and paid parking - located at the outskirt of the city გ. The fee for paid parking is 

around 5-10 EUR during 24 hours. The penalty for the violation of the time is around 30 EUR. The traffic and 

parking in Finland are regulating with two laws. According to the Law about" Traffic rules" and the law about 

"Penalties for incorrect parking", where a maximal rate is determined for the violation of parking regime. In 

some of the cities of Finland the parking rules are regulating by special municipal service and police, in some 

places by the police only. Only Self-government or Police is able to fine the violator and it isn`t eligible for the 

owner of parking place. Owner has to call the police. The buildings in headquarter of Berlin already aren't 

without the parking areas.

2.3. Organizing of  the Municipal transport service for the population

There are functioning a number of directives in European Union, which may be Divided into the following 

groups: a) Professional access, b) Freight transport, g) Public transport, d) the rules of the compete, e) State 

support and Tax harmonization z) Harmonization of social conditions, t) Technology and safety, i) Animal 

transportation, k) Onto the dangerous cargo.

In order to descrie an European experience, let`s discuss the examples of the some cities briefly: Geneva - the 

forecast was unfavorable bfore the Prohibiting of the Public transportation development program in the last 

decade and was showing that the using of pricate transport would increased with 42% form 2006 until 2020, 

with proper results. The municipality decided to reduce the growth till 25%, which means a doubling of the 

passengers shipping. A general plan of the developing of public transport has been worked up, which foresees 

a Tram traffic growth until full satisfaction of daily demand, grouthof exploitation efficiency of the line and the 

developing of the railway (out of town) network on short distance. Public traffic density is more with 75% in 

Vienna, than in Western European cities and it increases with 3% annually. 500 passenger shipping come to 

each inhabitant of Vienna within public transport. Vienna takes a leading position with these indicators 

together with Zurich and Munich. In last period the London bus shipping has been increased with more than 

40% - 2 mln shipping per year). The cyclists have been increased with 90%. These achievements of the 

transport strategy are obviously evident. In the unloading of London from the transport a developing of Metro 

line and constructing of new infrastructure play a key role, in particular the inner railway line - Cross rail, 

which will cross whole London. It`s cost will be 6 million pounds sterling.

2.4. Regulations of  the external trade, exhibitions, markets and fairs

For the demonstration of European external trade take a Latvian example. The resolution about "Trade rules 

and fee in Riga public places" is accepted by Riga assembly. It is in force since 2006y. The resolution is based on 

the law "About self-governments" and law "About Taxes and fees". The rules regulate an external trade in 

"public places" determined by this resolution, is also regulates the size of the fee for the giving of place and a 

collecting rule. In open areas, which aren`t considered as the "public places" the access of the markets and 

fairs, external trade happens in that case, when the owner of the place have an official permission for such 
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kind of activity. The list of external and seasonal trade, in the case, if these places are the property of the 

municipality, is determined by the Riga Executive director (City Manager). In case of seasonal trade the 

competition is announcing, which winner receives a permission during 3 years .T he rules determine 5 kinds 

of the form: "Trade permission in external trade places" "Field trade permission", "Permission for the 

organizing of field trade", "Permission for the organizing the fairs" and "Seasonal trade permission" .

The resolution establishes special rules during the trade on old territory of Riga. If the traders` booths are 

gathered together, their common length must not exceed to 15 meters. There, where is allowed the traffic, there 

should be free exit among trade objects in case of one-way traffic - 3,5 meters, in case of bilateral traffic -10 

meters. What concerns to the size of fee, it`s calculating according to daily usage of the trade place. The fee in 

historical center (the street names are given in the resolution) is 5 EUR. The exception is a selling of own 

production of the art and applied art works, also trading with own production fruits, vegetables, berries, plants, 

decorating plans. The fee of these traders is 1 EUR. The fee for per day-night is 2 EUR outsight of historical 

center. Ice-cream vending at any place has a same price. The fee for field trade and the trade at the fairs is 5 EUR 

per day, but for the trading with alcoholic drinks and hot dishes is 10 EUR. The seasonal trade`s fee is calculating 

with the formula, where the area and location coefficient are variables. The resolution proves the terms of the 

administrative responsibilities inca se of the violating of the rules on the basis of "Administrative offences 

Code". Maximal size of the penalty is 50 EUR. Riga municipal police makes the fine protocol.

2.5. The issues related to the arranging 
of  the gatherings and manifestations

In democtratic contries of Western Europe that relationship way among the society and authority was 

formulating during the centuries, which currently exists for given stage and to which we conventionally can 

call "civilized" .

In the EU Charter of Fundamental Rights ( Lisbon agreement Artice 12 for  Freedom of assembly and of 

association) is written: "Everyone has the right to freedom of peaceful assembly and to freedom of association 

at all levels". This right is written in the constitutions of European counties too. e.g the Article 57 of Polish 

constitution: "Everyone has the right to freedom of peaceful assembly in the participation in it. A restriction of 

this right may be imposed by the law ". The Article 17 of Italian constitution: "Citizens have the right to 

assemble peacefully and without arms. Advance notice for the meetings isn`t required. To gather in certain 

public places a prior notification is needed for the authority. The government can only ban gatherings for the 

reasons of protection of public order and security". The article 8 of German constitution:"

"All Germans have the right to take part in peaceful demonstrations and assembly, if they don`t have a gun". 

The foreigners residing in Germany have also almost the same right: "Political activities of the foreigners 

should not contradict to international legislation, German constitution or threaten the freedom of a 

democratic society". The general rules of the limiting of the assemblies are determined by the normative act 

so called "Die bannmailengezet". There is determined geographical zones and territories, where the meetings 

and demonstrations are categorically prohibited in spite of their contents. Such is e.g. Chancellor and the 

President's residence, Bundestag, Federal Ministries or Federal Constitutional Court building in Karlsruhe. 

The regulating of the meetings and demonstration happens in Germany within special law on "Assemblies 

and manifestations" . According to this law, everyone has a right for the participation in the demonstrations 

and manifestations except them, who has this right taken away according to the Article 18 of the constitution, 

who voices that party's position in the moment of demonstration, which is considered as an anti 

constitutional by the Federal Curt, the paragraph 16 of the law clarifies the prohibited places of the meetings 

and demonstrations. All mass events advanced shall be agreed with the government, in spite it arranges 

insight of the building or outside. The permission is issued by the police.

According to 15th paragraph -"the competent authority may prohibit the gathering or demonstration or 

introduce a concrete condition, it open marks are existing that this gathering or demonstration threats to 

public order and current order " . The legislation of GFR accesses spontaneous assemblies to in some cases. 

190



Those are unplanned assemblies. It happens then, when the organizers are able to argue that to apply to the 

police 48 hours earlier and waiting the need of the demonstration makes it unnecessary. Full responsibility 

for the demonstration and gathering is taken by its organizers. The legislation doesn`t determine to impose 

the sanctions on the participants.

3. Conclusions

3.1. Introduction of  local taxes and fees and their abolition, 
determinate their rates, taking local fees

Introduction of local taxes and fees and their abolition prescribed by the law, determinate their rates within 

the quantitative limits foreseen by the law and taking local fees, this is an own power of local-self-governance.

Ÿ  Local taxes include the property tax.

Ÿ  Persons are not the property tax payers for that property, which does not legally exist as a property, such 

as a large majority in Georgia.

Ÿ  Self-governments may introduce 6 types of the fee.

Ÿ Georgian legislation foresees the regulations as property tax, also in terms of management of and local 

fees.

Ÿ Revenues of the local budgets are limited and do not ensure the full implementation of the fiscal 

decentralization. As a result, without subsidy of the self-governments (offsetting and other transfers), it 

would be impossible to operate.

3.2. Local Road Management and organizing the local traffic; 
provide vehicles with the parking places and the regulating 

of  standing/parking rules

Ÿ  Local Road Management and organizing the local traffic; provide vehicles with the parking places and the 

regulating of standing/parking rules is a competence of the local self-government.

Ÿ  Local Road Management is mainly implementing via the central budget transfers;

Ÿ  In the period of local roads construction and rehabilitation the situation is complicated by those "СНИП" 

and "ГОСТ", which are mainly established in 70-80ies of Soviet period and the advisability of their usage 

is under great cast doubts on front background of modern scientific and technical achievements.

Ÿ  In comparison of the European, the limit of the exploitation of roads is almost twice less within the current 

standards and technical regulations, it reduces the costs of long-term effectiveness.

Ÿ  As a rule, the municipalities haven`t worked up any instruction or regulation aiming to plan road traffic. In 

Tbilisi acts the reglament according on the resolution of the Government of 14 February 2006 

"recognizing and adopting the validity of the rule of the technical regulations of other countries by 

Georgia ".

Ÿ  Self-governing body has a right to determine only the pavement vehicles standing / stopping rule, current 

legislation doesn`t foresee other kind of parking.

Ÿ  Legislation provides the sanctions only for the violating of vehicle parking rules in the capital and Batumi 

territories. Properly, the self-governing bodies haven`t an access on legislative base -needed ofor the 

realizing such kind of public service.

3.3. Ensuing of  regular transportation permission 
and organizing of  municipal transport service for the population 

in the administrative boarders of  the municipality

Ÿ Inssuing of regular transportation permission and organizing of municipal transport service for the 

population in the administrative borders of the municipality is an own authority of the self-government.
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Ÿ  Regular transportation transportation is passengers` transportation via the route prescribed by proper 

representative body of self-governing city, but in Tbilisi - via the route prescribed by the executive body in 

the frames of self-governing city or administrative borders.

Ÿ  Community municipalities haven't a possibility to organize passengers` transportation and prescribe the 

routes and schedules of passenger transportation on the territory of the municipality Due to the absence 

of legislation.

Ÿ In terms of passenger transport, EU sets the standards and regulations by the directives, but the 

municipalities via the strategic development plans of own transport.

3.4. Regulating of  the external trade, exhibitions, markets and fairs

Ÿ Regulating of the external trade, exhibitions, markets and fairs is an own authority of th local self-

government.

Ÿ The self-governing bodies haven`t determined a nomenclature of the selling goods and the places for 

external trade and the forms of the usage of these places.

Ÿ  The assembly hasn`t a right to impose any fee or permission for external trade.

Ÿ  The uses the arranging of the exhibitions, markets and fairs aren`t regulated by Georgian legislation.

3.5. The issues related to the arranging 
of  the gatherings and manifestations

Ÿ According to "Local-self-governemnt Code" the rregulating the issues related to the arranging of the 

gatherings and manifestations is an own competence of the self-governing body, which Fully consisten to 

the principle of subsidiarity and decentralization;

Ÿ The local self-governing body has a right to determine constanc place and time, where is possible to 

conduct the gathering without advance warning.

Ÿ Local self-governing bodies are obligated to create proper conditions for the arraning of the gatherings 

and manifestation.

Ÿ The law foresees a necessity of the prior notice of the Authorities, of the gathering or manifestation is 

arranging at public places, so, if the gathering or manifestation may generate the obstacles for the 

transportation or interrupt the people`s moving in the streets;

Ÿ The established practice of the arranging of the manifestations and the gatherings, current, concrete 

legislation - regulating of this field in the country, Ombudsman reports and the Constitutional Court 

decisions give us a reason to suspect that this field is actually regulated in legal terms, but a harmonize of 

existing norms is underway to the norms of international law, which is clearly indicated via the concrete 

determine goals and objectives according to the Georgian Parliamentary Decree regarding "The accepting 

of the National Human Rights Strategy (for 2014-2020 years) 10th paragraph on "10. Creating high 

standards of security guarantees for the protection of freedom of expression, gatherings and 

manifestations."

3.6. The issues related to the naming

Ÿ According to the"Local Self-government Code" the regulating of the rules regarding the naming 

(prescribed by the law) of the geographical objects located in the administrative boarders of the 

municipality, in particular, historically established district, an administrative unit of the self-governing 

city, some of the zones, microdistrict, source, square, prospectus (avenue), highway, street, lane, exit, 

coast, marina, boulevard, alley, square, garden, park, forest-park, local forest, cemetery, pantheon, 

constructions, facilities of the transportation system is an own authority of the self-governing unit, which 

visually consistent with the principle of subsidiarity and decentralization.

Ÿ  It may be considered that Georgian legislative base in the fields of the naming of the geographical objects 

is fully established and for the reasons of its harmonization with European legislation only a few further 

specification-adjustments is possible.
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4. Proposed model

4.1. Introduction of  local taxes and fees and their abolition, 
determinate their rates, tH

Hence successful European practice and for the realization of the decentralization with high quality, it would 

be better if certain part of the income tax stay in the municipal budget, where the receiving of the income 

happens for the employee. The enrollment of some concrete % of the income tax to municipal budget will 

increase a quality of fiscal decentralization and arise a motivation of the municipalities, to foster in the 

improvement of business environment and the establishing and developing of the businesses. To leave some 

part of the income tax in the local budget, to compensate a declining of central budget funds will be possible 

within the setting of the corrections in the formula of the Equalization transfers.

The introduction of the state regulation of rule taking of local fees, will foster in the increasing of local budget. 

Special problem for the municipalities is a collecting of the fee for the removal of the solid wastes. It`s possible 

to introduce a regulation, which will establish sanctions and fines rates or make an obligatory the taking of 

this fee together with property tax runned by the state for the municipalities.

4.2. Local road Management and organizing the local traffic; 
provide vehicles with the parking places and the regulation 

of  standing/parking rules

Municipal designing organisations are functioning as the services or the municipal non-commercial, non-

profit legal entities N.(N)L.E or LTD. In order to provide the functions of these bodies need more funds from 

the budgets, when it`s an expenditure for the purchasing of technical documentations as a result of tenders. 

That`s why it`s needed their concrete transformation, which may be shown that the function of the structure 

can be only a preparation of the tender documentation and technical duty with the keeping of the staff with 

proper number and qualification. In such case the optimal spending of municipal expenditures will be 

achieved.

The construction of local roads is important to replace old, mainly technical regulations of the Soviet period 

with new, European regulations, which will increase the effectiveness of the results in long-term perspective.

Perfection of parking rules should be proper of European legislation in current legislation. The law on 

"Penalty for the violation for parking rules" should be introduced or put the change in the "Administrative 

Offences Code", which will provide the determine a parking rule of the vehicles out of the pavement too.

4.3. Issuing a permission for the passenger transportation 
in the administrative boarders of  the municipality and the organizing 

of  the Municipal transport service for the population

"Local Self-government Code" is an organic law. It gives the rights uniquely to provide the organizing of the 

Municipal transport service for the population and an issuing of the permission for the passengers 

transportation. However, Georgian law "On Motor Transport" of Lower-ranking transport prohibits 

implementing this authority in the community municipalities! It`s necessary to put the changes in this law of 

Georgia which will enable the community municipalities to realize mentioned authority and develop a public 

transportation in the boarders of the municipality .

According to the concrete standard adopted by government, the as self-governing cities, also the community 

municipalities have to work up the medium or long-term strategies for the developing of public transport- , 

which will make a possible an improvement of the public transport service in 5 and more years perspective.
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4.4. Adjustment of  the external trade, exhibitions, markets and fairs

It`s important that the self-government, once own conditions have to work up the nomenclature of the selling 

goods, places for the external trade and the type of the usage of these places. Mentioned local regulations 

make an external trade organized, will reduce an unsanitary, the trade won`t impact negatively on the 

appearance of urban settlement and won`t hinder the moving of traffic and pedestrians, In total it will reduce 

the conflicts form the traders` side. On face of legislative changes to impose the fees for external trade will 

accumulate additional funds in local budgets. 

According to the examples of European adjustment (at list the example of the city Riga) Georgian legislation 

has to regulate the issues regarding the arranging of exhibitions, markets and fairs. Mentioned change will 

give an additional income to the budget and improve the appearance of existing objects.

4.5. The issues related to the arranging of  the gatherings 
and manifestation

Local self-governments have to provide the determination of constant place and time for the arranging of the 

gatherings and manifestations in the process of the creating of the documentations related to the determining 

of the existing highways and transport flows and their alternatives, spatial structure and urban planning in 

the settlements of the municipalities and in the centers specially, which doesn`t require an agreement and 

adopting a special permit subsequently.

The state should be able in medium and long- term perspective to create a guarantee of the freedom of the 

expression, protected by constitutional and international standards recognized by "The National Human 

Rights Strategy (for 2014- 2020 years)" ; create an proper environment for the realization of the freedom of 

the gatherings and manifestations; provide a freedom of media and protect the journalists from the 

involvements in their professional work; protect the participants of the gathering and manifestations and to 

fulfill positive and negative obligations for this reason, therefore the tasks should be solved such as:

a)   Prevent and avoid of the hindering factors for the realization of the freedom of the expression;

b)   Provide a wide accessibility on public information for everyone;

g)   Legal action on Freedom violations of the gatherings and manifestations, preventing their violation.

d)  Constant qualification raising of the employees of law enforcement bodies for proper fulfillment of the 

positive obligation related to the providing the freedom of the gatherings and manifestation.

4.6. The ussues related to the naming

Local self-governments have to create the e-bases and GIS information systems, which in turn should be based 

on land titling and spatial urban planning documentation in order to improve a naming in the processes of 

different objects in the boarders of the municipality and settlements .
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Introduction

Apparent speed of market integration has revised traditional assumptions about economic organization. 

Previously to avoid high shipping fees companies localized in close proximity with the destination markets. 

Yet, continues decrease in transportation costs and evolving opportunities of production endowment 

sourcing coupled with the trade liberalization have reconsidered old localization choices. The same forces of 

globalization created pressures on the local industries resulting into painful adjustments and many losers in 

recent years. Agglomeration into the clusters has been increasingly perceived as an opportunity to achieve 

competitive edge in the globalized world and as a tool for regional development by policy makers (Kosfeld 

Reinhold, Titze Mirko 2015), additionally the EU also views clusters as an opportunity to check the pressures 

from the US and East Asian tigers (Popa Ion, Vlăşceanu Cristina, 2013).

1. What is a cluster

Cluster policy is a new industrial policy. The concept was initially coined by Harvard university professor 

Michael Porter. In his article "Clusters and New Economics of Competition" he defines clusters as "geographic 

concentrations of interconnected companies and institutions in particular field. Clusters encompass an array 

of linked industries and other entities important to competition … suppliers of specialized inputs such as 

components, machinery and services… firms in related industries, governmental and other institutions (e.g., 

universities, standards agencies, trade associations).”

According to the author, organization in clusters promote both competition that happens horizontally among 

companies and cooperation in the vertical value chain. Companies in the same industries aggressively 

compete to win and retain customers, whereas vertically it promotes coordination, trust and encourages 

spillover in the development areas- creating advantage in efficiency, effectiveness and flexibility.

The cluster theory doesn't provide any policy recommendation regarding cluster organization and there is no 

universal formula that fits all. The void is filled by national practices and the research of the secondary 

literature reveals that there are as many approaches to the clusters organization as there are states, with 

exception of the EU where standardized approaches are traceable. Yet, it should also be noted that countries 

that practice cluster policy are heavily involved in the economics.

1.1. Clusters and economic policy

Economists warn about the mischief that the governments can do to the economies, yet, on the other hand 

there is a broad agreement that "No country has made economic progress without intelligent stimulus from 

the government ".   Development economists believe that state has to interfere as a minimum in industrial and 

technology upgrading, with a condition that, they don't drift away from latent comparative advantage.  Neo-

classical and neo-liberal economists argue about the number of rigs that can be missed in climbing economic 

development ladder. This paper leans towards a more neo-classical assumptions suggesting that Georgian 

government in order to respond short-term challenges to tackle unemployment and to develop its economy 

has to utilize its latent comparative advantages: concentrate on building on traditional strengths and develop 

labor-intensive industries and in a medium to long term focus on high end manufacturing. Agglomeration in 

clusters of the similar industries can provide necessary scale and contribute to the knowledge spillovers. 

Besides the fact that clusters create quite concrete economic benefits it is easier for the governments to 

Michael Porter "Clusters and New Economics of Competition", Harvard Business Review; November-September 1999. Pp 78
Justin Lin, Han -Joon Chang, "Should Industrial policy in Developing countries Conform to Comparative advantage? Or Defy it A Debate between Justing Lin 
and Han-Joon Chang ," Development policy review, 2009, 27 (5) pp 485. Retrieved from EBSCO on September 15, 2.
Ibid 492
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manage them by providing wide range of assistance, for example, support with financial loans, train labor, 

create institutions that will facilitate sharing economy transactions (e.g. joint service acquisitions, joint 

procurement) or if necessary components are missing in the value chain attract missing activities or, as a 

means of last resort, create State Owned Enterprises (SOEs) with explicitly set privatization deadlines.

Classic cluster examples are absent in Georgia (however cluster-like structures are found in the the House of1 

Justice; the Lilo Mall area; the Agrobazaars); furthermore there is no clear legislative definition of the clusters. 

In order to provide policy recommendation for the Georgian government, initially we will explore 

international experience and provide policy recommendations how to organize potential clusters on the 

examples of the textile industry and wine tourism.

1.2. Cluster purpose

According to the cluster Green book 2.0(Göran LindqvistChristian 2013) clusters aim vary according to the 

local needs and is country and region specific. In this light the differentiation of the purposes is visible 

between developed, developing and transitional economies. In developed countries (OECD taken as a 

benchmark) following fundamental tasks are observable:

Ÿ   To promote collaboration in the cluster zones. Namely, its identity, brand, strategy and vision;

Ÿ   Innovation, Research and Development(R&D), business environment improvement;

Ÿ   Joint procurement (Göran Lindqvist Christian 2013).

Figure 1: Cluster Target Industries

Figure 2: Target Industries by broker

In developing and transitional countries "the 

objectives of the CI (cluster initiatives)… seem 

broadly in line with the most pressing needs of the 

clusters expected to be present"  that is to increase 

value-added and exports. Less emphasize is put on 

sharing such costly expenditures as innovation 

and R&D. In developing countries clusters usually 

target basic industries such as agriculture, textile 

and other labor intensive sectors. In developed 

ones the focus is put on advanced, high-tech 

industries such as Biotech, ICT and etc.  

The pattern is different in the transitional countries where cluster sectors are determined by its initiators. 

Government initiated clusters aim capital-intensive sectors (e.g. Automotive, plastics). In contrast, donor 

organization initiated clusters focus on traditional industries such as agriculture, basic manufacturing and 

etc.

Christian Ketels, Goran Lindqvist, Orjan Solvell "Cluster Initiatives in Developing and Transition Economies", Center for Strategy and Competitiveness, 
Stockholm. First edition, May 2006. p31
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1.3. Cluster Members

Typical actors in successful clusters are:

Ÿ   Companies (e.g. SMEs, MNEs),

Ÿ   Research Institutions (e.g. universities, laboratories, colleges, etc.),

Ÿ   Financial institutions (e.g. VC, banks, private equity firms, etc.), and

Ÿ   Public actors (national, regional and local governments).

Additional important actors are organisations, formal or informal, that promote interests in the cluster 

initiative among the actors involved (e.g. chambers of commerce).

1.4. Cluster Models

In OECD countries cluster initiatives differ according to the state development, economic structure etc. From 

356 surveyed clusters mainly from the OECD countries 41 % were initiated by public sector, another 41 % by 

private sector whereas the remaining 18 % had more complex sources of origin (Göran Lindqvist Christian 

2013). The similar tendency can be observed on the national level, for example in Poland in 2010 from 47 

surveyed clusters around 40 % were initiated by private sector, more than 20 % were initiated either by the 

science sector or R&D or the regional business agencies, whereas in 12 % cases public sector played 

important role in creating such clusters.

In Europe three cluster models can be distinguished:

Ÿ  The Danish model - Centralized. Cluster is initiated around a large enterprise (s) or a "network broker" 

which is vertically interconnected with other SMEs. The expansion of the SMEs is owed to the big central 

figures in the enterprise.

Ÿ  The Italian model - Cluster is initiated around small and medium enterprises with no clear vertical links. 

Cluster members are simultaneously contractors and competitors. In the Italian model the local identity 

plays a vital role.

Ÿ  The Dutch model - The state brokers and is actively involved in the cluster by promoting innovation and 

developing scientific sector. Attention is paid to the high level of cooperation between the member 

entities and the state broker's financial accessibility, contacts and information.

1.5. Cluster Initiators

The research from 2013 (Göran Lindqvist Christian 2013) strengthened findings of the 2003 survey 

regarding the cluster performance. The survey revealed no significant differences in performance between 

the Cluster Initiatives (CIs) that were initiated through public call, a policy program or by private sector 

initiative. Nor does seem to be any difference whether the cluster initiative is organized as a legal entity or not, 

with one exception: clusters that are legally registered entities are more likely to be financially sustainable 

(Göran Lindqvist 2013).

CIs that address internationally competitive industries perform better in all performance indicators than 

those addressing local sectoral areas. This confirms the observation of the 2003 study, that CIs focusing on 

established companies show the best results (Göran Lindqvist 2013). The emerging hypothesis states that 

cluster policy is more likely to be successful if it is focused on scaling up members rather than creating them 

from zero (Göran Lindqvist 2013).

1.6. Preconditions for development of  clusters. Cluster types

In order for CI to develop, target markets should already exist. Cluster target market is the target market of its 

members.
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Clusters can be created if its members:

Ÿ   Share the same market or supply (horizontal dimension),

Ÿ   Are part of the same value chain (vertical dimension),

Ÿ   Possess certain inter-sectoral capabilities (lateral dimension),

Ÿ   Use common technology (technological dimension),

Ÿ   There is a central actor (focal dimension).

The horizontal dimension describes sharing economic links among the cluster members: complementary 

products and services, end-users, distribution channels, the use of similar specialised input, technologies or 

institutions. The advantages of these agglomerations are expressed in reduced production costs, in 

coordinating dispersed sources of knowledge and overcoming problems of asymmetrical access to 

information for different firms producing similar goods (Jacobs/de Man 1996).

In the vertical dimension companies are connected vertically; representing the same value chain. The 

network consists from suppliers, service and customer relations companies that serve complementary 

phases in the production process. Geographic proximity is an important factor for knowledge diffusion. In 

contrast to horizontal agglomerations, vertically linked firms are mainly collaborators. Existence of a value 

chain in many cases is a defining characteristic of a cluster (OECD 1999: 12, Kulicke 2009: 11).

The lateral dimension describes cross-sectoral commonalities of clusters. In these cases, the actors are 

interconnected through the means of sharing certain capabilities (e.g. the multimedia cluster) or a certain 

philosophy e.g. by sharing the same interest (e.g. sustainability cluster). The use of synergies between sectors 

can be important in addressing niche markets and developing a more specific common vision (e.g. design 

cluster instead of furniture cluster).

The focal dimension describes dependence of a company to a central actor like a firm, a research or 

educational institution. In cases of clusters with a central research institution, the cluster policy can enhance 

spill over effects by improving interaction between the organisations and stimulating the mobility of staff 

between the knowledge infrastructure and companies (Jacobs/ de Man 1996).

So-called technology or science-based geographical agglomerations (Paniccia2006) are characterised 

by sharing same technology (e.g. biotechnology clusters). These clusters are often located around research 

institutions and universities. These organisations form a highly attractive infrastructure both for scientists 

and for specialised suppliers of materials, equipment and services. The reason for being part of these 

networks is the diversification of costs, risks of developing new technologies and an opportunity to be the 

part of an innovative environment.

In our opinion, Georgian government should incorporate entire value chains into cluster zones, which 

includes not only geographically concentrated companies but also other geographically dispersed 

players that are important for the value chain (e.g. regional distributors and intermediaries). 

Governmental and semi-governmental investment funds may also play an important role in securing 

participation of intermediaries in our target value chains.

Cluster approach may be the most effective in strengthening value chain when: (1) the value chain is very 

unstructured throughout its segments (transportation, distribution, enabling environment), thus requiring 

intervention by numerous stakeholders who could not solely resolve any issue; (2) trust among stakeholders is 

weak and hence a special effort to create trust or "social capital" is necessary; or (3) obstacles (i.e., increased 

sales) need to be addressed by multiple stakeholders and value chain segments. (Chemonics International 2008)

1.7. Cluster Financing

As above mentioned clusters vary according countries and regions, so does the methodology of financing 

them. Different tendencies are traceable among developed, developing and transitional countries. On 

average, from 356 surveyed clusters from the OECD countries 34% of cluster initiative revenues come from 
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primarily private sources, such as membership fees and service sales. About 54% come from public sources, 

mainly regional and local public funding. 12% come from other sources. In the researched population public 

funding decreases as the clusters take off, but loss is compensated by increased international public funding 

(such as EU structural funds). Regional public funding remains rather constant. In cases when the private 

funding decreases the membership fees is compensated by a growth in sales of services. In established cluster 

initiatives, a high self-financing ratio is an indication that a cluster initiative meets the needs of its members. 

The self-financing ratio is a measure describing the willingness of the firms to pay for services and benefits 

provided by the cluster initiative (Interview: W. Pamminger, Clusterland Upper Austria). Even successful 

clusters (e.g. in Upper Austria) have been and needed to be supported by both the Upper Austrian 

Government and the EU structural funds for about 10 years before being able to become self-financing.

In Georgia the income of the Regional governments is formed from two components: regionally collected 

taxes and transfers from the Central government. In many cases due to the variations of the first component 

the income is not optimally distributed among the regions. Furthermore the regional governments are 

deprived from the opportunity to attract additional finances by the means of issuing municipal bonds and 

aren't entitled to receive other structural funds from donor organisations. Capital is expensive and capital 

markets are not developed as well.

In this light, in order to facilitate cluster development the cluster management boards should be created that 

will engage all interested parties: self-governing regional bodies, professional associations, local businesses 

and etc. We suggest that the primary occupation of the cluster boards should be maintaining cluster 

competitiveness and development. Based on the historic examples provided below, we recommend that 

vertically oriented clusters should join efforts with the horizontal clusters (that specialize in the target 

markets). In this fashion the members will be entitled to share the benefits of the synergy effect that is created 

by sharing market access and other related important skills. This system will enable accumulated 

competencies to be transferred or re-profiled in other clusters, should the competitiveness of the given 

cluster fail.

Below we suggest a two stage process that will help to identify cluster opportunities:

Stage 1

1.   Identify regional economic sectors;

2.   Create cluster initiative task-force for every important sector;

3. Form cluster governing task-forces from the following members: local business representatives, 

university representatives (e.g. deans), from the regional economic development team or similar profile 

NGOs;

4.   Task-force governing bodies later will form sub-task-forces, consisting from the representatives of the 

businesses, law companies, chambers of commerce, marketing and advertising companies, academic 

sector and other interested parties;

5.   State representatives (regional or central) should be represented without a right of vote. Their primary 

responsibility should be to ensure logistical support of the cluster initiative task force;

6.   The task forces on the quarterly basis should:

6.1  Identify the relationship among cluster participants;

6.2  Form strategic vision for next 10-15 years and action plans for the next 10-15 years;

6.3 Explore opportunities of enlarging clusters by means of assisting member companies to expand, 

attract new companies. Strengthening weak members of the value chains or acquiring companies 

with a purpose of relocating them in the clusters that can be financed by the external funds, for 

example, Georgian Partnership Foundation etc.;

6.4  Explore opportunities to shift production towards more value-added products;

6.5  Explore synergy opportunities among cluster members;

6.6  Need identification and developing strategies;

6.7  Suggesting candidates for the cluster governing boards.

Step 2:

7.  Create cluster maps. The maps should provide better understanding of regional economy and global 

competitiveness;
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8.    Identify the prioritized cluster initiatives;

9.    Create clusters (legal and organizational procedures) and promote them;

10. Form cluster governing councils. It is recommended clusters to be formed from two bodies: supervisory 

body (elected from public, business, academic and possibly from NGO sector) and executive office, 

maximum 15 members (executive management as well as the staff). The governing body should be 

neutral and should oversee fulfillment of the duties of the other administrative units. Cluster members 

should receive the benefit from the cluster and there will be no free riders.

We suggest that cluster financing instruments are composed from the following mechanisms:

Ÿ  Each cluster member pays membership fees. Collected funds are managed by the governing body;

Ÿ  Various cluster projects can be further financially supported in the following manner:

o  Direct and value added expenses should be financed by cluster members.

o  Capital investment can be partially co-financed from the central or regional government.

Ÿ  If a non-cluster member decides to receive the benefits of the project, it has to share the relevant financial 

burden.

Reasons of Cluster policy failure:

The secondary literature reveals that the reasons of the cluster papers can be:

Ÿ  Excessive concentration,

Ÿ  Heavy government involvement such as saving and subsidizing companies,

Ÿ  Radical technological shifts originating from other locations,

Ÿ  Radical shifts in demand

Ÿ  War and other cases

2. Clusters in practice

2.1. The case of  Poland

The Polish legal system defines cluster in the Ordinance of the Minister of Economy of the Polish Agency for 

Enterprise Development. The ordinance defines cluster as spatial and sectoral concentration of entities 

operating for economic development or innovation consisting of at least ten entrepreneurs conducting 

business activities within the territory of one or several adjacent voivodeships (region in Poland), competing 

and cooperating in the same or related industries, and related by an extensive network of formal and informal 

relations, provided that at least half of entities operating under cluster are entrepreneurs.

In 2014 in Poland there were around 143 clusters with 5930 members, from that: 4072 companies, 448 

Research institutions, 449 business organizations and other 961 other profile entities. The most popular 

cluster specialization are energy and renewable energy (17); information - communication (16) and 

construction (14).

Despite high number of clusters, centralized clusters initiatives are absent at the central level. Cluster support 

programs are operated in the framework of innovation and development frameworks both on the national 

and regional levels. These programs are financed by such structural instrumentsas: innovative economy 

structural fund, human capital development program, Eastern Poland development program and etc. (Bialic-

Davendra M, Pavelkova D, 2010). An important part of the financial support are provided through EU 

programs, such as competition and innovative program.

Cluster goals are cluster specific, shaped according to cluster profile and regional specifications. The research 

further reveals that membership in the clusters provided companies with the following benefit:

1.   Opportunity to establish new links and contacts;

2.   Improved market position of the companies;
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3.   Provided access to resources (human and technology) of the other cluster members;

4.   Improved company's international competitiveness;

5.  Provided them specially required infrastructure and access to the required skilled labor (Szczupska, 

Małgorzata, Maciejczak Mariusz, Jarzębowski Sebastian 2010).

2.2. EU-Georgia Framework and opportunities to attract grants

The EU clusters in addition to the membership fees can attract also European and National structural funds. 

According to the EU legislation only EU member countries are eligible to receive funds from Brussels. Georgia 

signed Associated Agreement (AA) with the EU in 2014. The AA removed almost all trade barriers and 

quantitative restrictions on the made in Georgia products and entitles Georgia to attract funding from the EU 

for various purposes.

Currently the EU offers two financial support frameworks to Georgia:

Ÿ Neighborhood investment facility. The instrument offers financial instruments to the European 

neighborhood countries. The 2014-2020 priorities envision support for SM Business, technology 

transfer, R&D development and etc.

Ÿ European Neighborhood Instrument. This instrument sets funding priorities in the G2G format. 

Georgian government and the EU together define the areas where the EU assistance is needed. According 

to the 2014-2017 single supportive document, ENI covers three areas:

1.   Public administration reform;

2.   Agriculture and Regional development;

3.   Justice system reform.

As mentioned above, according to the current Georgian legislation neither Georgia Regional government nor 

their subsidiaries are entitled to attract external funding. This rights an exclusive domain of the central 

government. Currently Georgian government is working on the regional government reform, according to the 

unofficial information obtained from the central government the draft package envisions to empower 

regional governments to attract outside financial resources. Although we were not able to obtain the official 

draft, yet, we hope that in the final version will not see any alterations in this regard.

2.3. Georgian economic development priorities

Economic strategy of the Georgian government is to ensure private sector liberty in the broad environment of 

a small and effective government. Government aims to limit its involvement in the economy to avoid 

competition with the private sector. The same document states that the government will engage in the 

economics only in case of market failures: "Our main goal is that entire Georgian population benefits from the 

inclusive economic growth".  Regional development goals are enshrined as a main driver to sustain inclusive 

economic growth, strong and competitive regions. Regional development is deemed as a tool to reach the 

balanced economic growth.

For this end the Georgian government sets the following agenda:

Ÿ   To improve business environment;

Ÿ   To support innovation and technologies;

Ÿ   To support export growth;

Ÿ   To develop infrastructure and transit potential;

Ÿ   To develop human capital in line with the employment market needs;

Ÿ   To improve financial accessibility.

 http://ec.europa.eu/enlargement/neighbourhood/pdf/key-documents/nif/20150731-nif-strategic-orientations-2014-2020.pdf
 http://eeas.europa.eu/enp/pdf/financing-the-enp/georgia_2014_2017_programming_document_en.pdf
 Georgian Economic Development strategy. "Georgia 2020" Nov 2013.
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Georgian social-economic development strategy aims to strengthen private sector and increase 

competitiveness through the means of supporting R&D. The government also aims to improve access to the 

finance for the SME that are deemed as the drivers of the innovation. In order to facilitate the innovation 

commercialization the government also aims to improve the links between academia and business: "In order 

to support innovation, the government will develop special infrastructure (techno parks, business 

incubators) and train employees with the special skills".

Another strategic priority is developing transportation, infrastructure and logistical centers. In this light 

special importance is given to raising cargo turnout of the airports and building additional storage 

infrastructure including deep sea harbor in Anaklia.

According to the 2020 strategy Georgia has to become regional hub for the transportation and logistics. To 

support development of the primary industry the government aims to support agricultural development: to 

increase farming entities and to raise the competitiveness of the produced goods, to develop irrigation 

systems and modern standards of waste management.

Recommended state service re-organization strategy.

1.  The State should use local state procurement mechanisms to strengthen local businesses. In Israel 

strong technological cluster was created as a result of the state military contracts. In this light, we 

believe that the Georgian government should sign long term contracts to enable local companies to plan 

and develop their production capabilities, attract investment and meet the procurement requirements. 

Also for the development purposes the private - public partnership can be used to meet municipal 

requirements.

2.   Government institutions have to abandon service-delivery practices in several fields For instance in the 

several areas where government delivers services, if we will view the municipal services from a value 

chain perspective several synergy opportunities can be immediately identified.

Simple value chains can be generalized in the following chart:

If viewed in a value chain perspective these opportunities become visible in at least two directions:

Ÿ  Service -including all necessary activities to manufacture product or deliver service.

Ÿ  Marketing and sales - activities that inform users about products and services, induce purchase and assist 

in purchase.

In addition to that, synergy can also be achieved in other primary activities (i.e. incoming logistics and 

operations) for example in: running common warehouse, sharing office space, sharing machinery and 

equipment, outsourcing supportive services instead (e.g. IT, billing services, HR services (namely, recruiting, 

training), office cleaning and etc.
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From supportive services virtually all activities provide synergic opportunities, namely:

Ÿ  Procurement - acquiring input or resources by sharing skilled labor to reach the economies of scale;

Ÿ HR management - all HR activities including recruiting, hiring, training, developing, compensating or 

firing personnel - can be conducted by outsourced company;

Ÿ  Technological development - all technological equipment, hardware, software, procedures and technical 

knowledge that cluster member companies provide;

Ÿ Infrastructure - according to company needs - accounting, legal, finance, planning, public affairs, 

government relations, quality assurance and general management - by hiring professional service 

companies (accounting firms, lawyers, auditors, PR and advertising agencies, etc.) And operators 

(management teams or companies).

In this light, the most important question is whether short term goal is more important or the long term one. 

For example, instead of establishing own training and development centres like the one of the Ministry of 

Finance Academy, Justice training centre, it would be better if the government cooperates with academic 

institutions and training centres to develop skills and knowledge that would benefit not only direct 

beneficiaries, like ministries or public entities but also profit other constituencies. We can bring the case of 

MBA program developed by the Free University (ESM at that time) initially for the Georgian Railway 

employees (state owned enterprise) that in3 years became self-sustained and started to accept individual 

applications.

Synergy can be achieved by outsourcing primary and supporting activities to local service providers by all key 

players (i.e. municipalities, utilities, etc.). Although at the first stage it might seem costly but in long term the 

advantage of such model is vivid. Outsourcing will create local pool of competencies, skills, supporting 

services and technologies that can be benefited by governmental, public and business establishments. It will 

increase effectiveness and efficiency and promote higher involvement of the private sector.

Ÿ  Focus on those clusters that can capture the biggest part of the value chain within the boundaries of the 

Georgian economy.

As an example we can discuss the opportunity of developing concrete road infrastructure instead of asphalt. 

From the technical viewpoint concrete roads require less maintenance and are more durable, although initial 

pavement is more expensive than of asphalt. The total cost of maintenance for entire life span of the concrete 

is several times lower than of asphalt. All raw materials and semi-finished goods that are required for 

concrete pavement are produced in Georgia, thus increase in demand of concrete will trigger increased 

demand for material goods (limestone, rock, water) that are produced locally. If the government will 

substitute paving asphalt roads with the concrete road the bigger part of the value chain will be captured by 

local economy. By the same time, it will further develop related industries such as construction and 

transportation. In the long term concrete road pavement an exported product/ service.

Ÿ   Cluster policy's goal should be developing cluster's competitiveness.

In case of export, companies can join their forces in marketing and sales. To gain the competitiveness cluster 

members have to unite their internal resources to attract the external ones. For this end the cluster should 

engage in the right branding and marketing strategy to gain international awareness, attract investment and 

qualified professionals, increase export and attract the attention of the decision makers. In this light, several 

examples of the past Georgian examples are noteworthy.

2.4. Cluster history in Georgia

Agrarian market, so called "Dezertirebi Market" was one of the successful clusters operating in Georgian for 

several years. The market satisfied the demand of Tbilisi and partially of the Rustavi city that constituted 

around 30% of the Georgian population at the time. The market was an exchange place for retail and 

wholesalers, importers, farmers, warehouses, transportation, financial institutions, food providers in other 

words all players required for successful operation of the cluster. The agrarian market was a spot market, yet, 

the forward relationships were developed. The participants were agreeing on the future financial 

transactions in exchange of present service/ good delivery. Future relations had non- formal character and 
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the mechanisms of enforcing agreements were absent, but the most important fact here is that the cluster had 

naturally emerged, without the help of the government and has been operating for several years.

Also the efforts of creating more civilized and formal market cluster are noteworthy, for example attempt to 

create a Caucasian stock exchange in the 90-ies and in 2009-2010 years. These endeavors targeted the 

Caucasian region but despite the efforts of the Government and private players it failed to take off.

The reasons of failure can be summarized in the following points:

1.  In contrast with the Agrarian market the Regional stock market didn't have clear destination markets 

and it was not clear who would have benefited from it and how.

2.   Stock Initiatives lacked cluster approaches. It only captured the part of the value chain and did not leave 

the room of the transaction. It registering the transaction among the parties but lacked enforcing 

mechanisms. The additional missing components was the absence of: warehouse infrastructure, 

quality control mechanisms or agreement enforcement mechanisms.

Due to the sheer size of the Georgian economy and under representation of Georgian companies in the global 

value chains the number of international organizations and experts are sceptic about organizing stock 

exchanges in Georgia. However, there were several initiatives where Georgian government managed to reap 

the success through well -planned and deliberate actions.

Rustavi city secondary car market fulfilled the role of the important exchange place for Caucasian states but 

also for the Central Asian states. The market was an important cluster that united all players: importers and 

exporters, part suppliers, diagnostic centers, financial institutions, transporters and etc. One of the 

determinants of the success was free and transparent business environment in Georgia and the absence of 

such systems in the destination markets. This and some other regional factors determined the success of the 

Georgian secondary car hub market for many years, until some geo-economic shifts in the region have 

diminished its regional role.

Another success story was capturing meat transportation contracts for the Central Asian markets by the 

Georgian railway. For many years frozen meat arrived in the Lithuanian harbor Klaipeda and via Russia was 

forwarded to the Central Asia. With joint efforts of regional traders and governmental intervention, Georgia 

managed to reroute meat transportation from Russian territory to Georgian. The rerouting enabled the 

delivery to become cheaper, faster and better. Thus Georgia managed to adopt an important role in supply 

chain of the frozen meat.

Lilo market is another noteworthy example. Lilo market for several years was an important trading cluster for 

cloths and other consumption goods for Georgia, Armenia and western Azerbaijan. Yet, after couple of years 

this market lost its importance because of late governmental interventions and because of emergence of 

similar market in Baku.

In the above mentioned examples several factors are noteworthy:

1.  All of these clusters managed to reap success in those areas that were not competitive advantage of 

Georgia.

2.  All of the clusters failed for similar reasons. After reaping success in the initial years they stopped 

developing both in horizontal and vertical dimensions. The management and the government became 

satisfied with a result and stopped exploring new opportunities, forgot to increase competition that 

attracts success. As a result in case of the secondary car market, almost all destination countries 

adopted legal barriers to protect local new car markets; Baku market for the clothes and other 

commodities developed; or trade barriers were adopted by the Russian led Eurasian union.

Above examples strengthen our recommendations that clusters should be managed by managing councils, 

who's prime occupation will be to maintain cluster competitiveness and pushing for development. Based on 

the findings, we recommend that at some point vertical supply chain oriented clusters should become the 

members of the horizontal supply chain clusters. In this fashion, everyone can reap benefit from the synergy 
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effect of the horizontal and vertical integration. At the same time this model will ensure that the shared 

competencies will not fade away and can be reinvented or reused for similar purposes in other supply chains 

should the clusters fail.

3. Cluster development opportunities in Georgia

3.1. Textile

After elimination of the trade tariffs on textiles. International trade has substantially grown. According to the 

data from the World Trade organization trade in textile has grown from 476 $ bln in 2006 (Adhikari, Yamato 

2007) to 705 bln $ in 2011 (OECD 2013) According to the same source the biggest textile exporters are China, 

India, Bangladesh, Turkey and etc.

Textile industry has several characteristics:

1. Entering in the business is easy. Starting the 

business doesn't require big capital investments 

or special production skills (although getting the 

contracts is difficult due to high competition);

2.  Textile industry fits to the economic structure of 

the developing country and is the first stage of 

economic development. The biggest part of the 

developed countries (Great Britain, North Ameri-

can countries, Japan) and newly industrialized 

countries (South Korea, Taiwan) started their 

development exactly from the textile industry 

(Adhikari, Yamato, 2007) p 184;

3.  Industry is an effective tool to incorporate women 

in the business. In the developing countries 

women, in comparison to men have less 

opportunities of employment. Apparel industry 

is a good opportunity to reverse the pattern. 

Georgian textile industry has been largely 

formed by Turkish companies that have acquired 

and modernized outdated Georgian Soviet 

inherited factories. Turkish companies are well 

established in the business and have long-term 

contracts with the European fashion houses. 

Turkish owned Adjara based companies are 

executing part of these contracts. 95 % of the 

Georgian produced goods are exported mainly in 

Turkey and other EU countries. Currently Adja-
Source: World trade organization. 2013 statistics.

rian textile houses work under contract of the following companies: Tommy Hilfiger, Zara, Moncler, Marks 

& Spencer, Koton, Puma, Mexx, Next, George, Miss Etam, Lotto, Per Una, Autograph, Lebek, Hawes & Curtis, 

Dainese, Primark.

Manufacturing is one of the cheapest components of the textile Value added segmentation. Per dollar 

breakdown of the made in Georgia pair of jeans conducted by the Price Water Coopers Georgia reveals that 

manufacturing captures only 11 % of the total value added (yet only unrevealed part of this 11 % goes to the 

Georgian based companies as they happen to be the sub - contractors of the big Turkish companies); 7 % of 

the value added is captured by the production materials whereas the biggest part is captured by brand 

development expenses, such as retail and sales.

207



Source: PwC analysis (PricewaterhouseCoopers 2012)

Contracts

Textile manufacturing industry has several characteristics. After fashion houses create their own models, 

production is outsourced to the manufacturing companies around the globe. Due to the big size of the orders 

middle man, so called agents, are employed that split the contracts; ensure quality and timely delivery. This 

tendency is revealed also the by the Price Water Coopers analysis, where 1 % of the value added is an agent 

commission.

It is also noteworthy that the agents have the discretion to choose and divide the contracts. The value chain of 

the textile industry can be further broken down according to the countries.

Source: (Adhikari  Yamato 2007):207

Georgian textile producers acquire contracts via Turkish agents and once fulfilled the manufactured goods 

are transported and sold later in the high-income countries. The same tendency is observable in the East- 

Asian countries where the agents (usually companies) get the contracts and produce in the lower income less-

developed East Asian countries.

Textile is a labor-intensive industry. Manufacturing firms don't require their employees to possess special 

skills. Turkish companies have been interested in producing in Georgia because the labor and other related 

expenditures are cheaper in Georgia than in Turkey. According to the Georgian Investment agency the average 

salary of the Georgian textile employees is 250$.  Also Made in Georgia products can be shipped in the 

European countries without import tax, that further increases competitiveness of the Georgian made 

products.

Currently there are about 2000 apparel producers in Georgia, from that around95 % are micro factories 

whereas 5 of them are big Turkish ones and 12 Georgian companies. In total sector employs about 5000 

people.

www.invetingeorgia.com8

8
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Textile industry characteristic

Above provided per dollar breakdown of the made in Georgia pair of jeans closely parallels Stan Sha's so called 

"smile" function, where manufacturing in the value chain creates the lowest value whereas the biggest value is 

created by R&D and sales and marketing.

Figure 3: Stan Shah Smile Curve

Recommendation

Based on the international and local cluster management experience the Government has to form textile 

development cluster in Adjara, that with a 5+5 timeframe will be financed from the state budget. The main 

function of the cluster should be.

1. Marketing of the textile manufacturers. The 

industry tendency revealed that marketing 

should be directly done to the agents as they 

tend to distribute the contracts;

2.  Access to the cheap financial instrument will 

easy up the entrance in the business and help 

companies in technological upgrade;

3. Will Research textile industry market and 

provide assistance help companies in interna-

lization;

4. Will train employees to develop necessary, 

industry-specific skills;

5.  Facilitate information exchange among cluster 

members;

6.   Provide help in technological upgrade.
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3.2. Wine tourism

Georgians believe that naturally given diversity of the country is its competitive advantage for the tourism 

industry. Yet, despite that, offered tourism products are limited both in variety and in range. Tourism is 

perceived as a source of foreign currency earning and an opportunity to develop economy but it develops 

separately whereas wine making - primary industry develops in a different line. Developing regional self-

government is a declared priority of the government, yet active measures aren't taken in this direction. The 

industry policy lacks synergy approach, as the two parts of the tourism has its own logic and priorities that 

result into interest groups collision. For instance elected self-government interests are shaped by electoral 

interests, that is not always consistent with the long term development interests.

Initially we will review development agendas of the - tourism and wine agencies; identify sector challenges 

and cluster development opportunities. According to the 2014-2021 Kakheti region development strategy 

one of the most important strategic challenge is "to increase wine export capacity by improving quality and 

legislative basis" (p.42). To meet these goals the grapes quality has to be improved, quality insurances 

services have to be implemented, and reformed legislative basis has to be harmonized with the international 

law.

"With help of the central and regional governments small and medium wine producers shall be encouraged" 

(p. 42). To meet this end, winemaking in the small and medium wineries should be stimulated, exclusive and 

family winemaking lines developed and wine exhibitions organized.

According to the same document the strategic task of tourism development should proceed as following "by 

exploring new opportunities, infrastructure development, raising employee qualifications" (p.44). For this 

end the existing recreational - balneology resource in Akhtala and Ujarma shall be modernized; wine and eco -

tourism facilities should be increased that will enable regional governments to prolong tourism. Employee 

qualification should be increased, professional associations should be strengthened; anew modern waste 

management methodology implemented and tourism signing have to be improved.

According to the Kakheti development factorial analysis, provided in the Kakheti region development 

strategy 2014-2021 the weak factors of Kakheti tourism development are:

Ÿ   Low quality of tourism service delivery;

Ÿ   Infrastructural malfunctioning (water supply cuts and etc)

Ÿ   Low skill of the service sector employees.

The regional strategy also lists the challenges of the wine- making sector:

Ÿ   Absence of vine plants

Ÿ   Absence of the family winemaking support instruments

Ÿ   Low skill of the wine making farmers

Ÿ   Low efficiency of the grape subsidies.

Existing opportunities in the wine making sector can be summed up in the following points:

Ÿ  Making accessible modern wine making technology for family and small wine making factories (such as 

building sharing wine factories that can be used by all interested companies) and developing tourist 

infrastructure;

Ÿ   Developing names of origin brand frameworks and stimulating sub- local brands emergence;

Ÿ   Promoting in the local and international markets made in Kakheti wines; increasing the awareness of the 

international tourist companies and to increase self-interest of those companies that are engaged in the 

marketing (for example by establishing commissions).

Interests of the wine- makers and tourist operators overlap. Developing wine products will increase wine 

variety and at the same time attract tourists. Noble wines will attract tourists and consequently the cluster of 

the higher value will be created, where wine- makers and tourism prosper together.
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Wine tourism is the important part of the tourism in France, USA, and Italy. According to the National Tourism 

Agency, wine tours in Kakheti capture 1.3 % of international and 0.3 % of the local tourists. But we believe that 

in the Wine cradle, in Georgia the wine tourism has a bigger potential. In order to develop wine tourism, initially 

potential interest destinations should be identified. Secondly, branding and other marketing and sales tools 

should be utilized with joint efforts of the winemakers and other interest groups. The actors should explore 

international experience and the local interest associations should be strengthened. Currently the most 

important agencies that operate in the field are National Wine Agency ; 

Georgian Wine Association  and wine Tourism Association .

Recommendations to develop wine tourism

Wine clusters should be governed by local boards. The body should consist from the representatives of all 

interest groups: wine-makers, local hotel operators, tour operators, flight and logistical companies, 

academicians, interested associations, self-governing organizations and etc. Initially agency's activities can 

be financed from the government, yet we believe that the main source of the income, in long run, should be the 

share from the income generated by the tourism. Self -sufficiency will maintain the motivation in making 

cluster profitable and will be aligned with the interests of the member organizations and individuals.

In destination management we mean place management according to resort's natural and cultural potential 

and marketing to attract the tourists. Three aspects of the destination management can be discussed below:

1.   Developing the basic industry;

2.   Information support and creating tourist oriented environment;

3.   Developing regional brand and developing actions plans of the clusters.

International experience shows that not well - planned, spontaneous development can transform 

destinations into not only ecological a social threats, but in long run can lose attractiveness to the tourists.

The aim of the destination cluster should be:

a.  Human capital development. The main driver of the development is possessed human resource, which 

should be capitalized;

b.  Development of the cultural and natural heritage into tourist attractive infrastructure. The heritage such 

as: historical buildings, traditions, art. This list of material and non -tangible goods needs to be taken 

care and developed;

c.   Information support and developing tourist friendly infrastructure;

d.   Awareness raising and promotion. Developing Kakheti touristic images and developing target markets;

e.   Exploring investment opportunities and developing research and investment packages;

f.    Improving wine quality by developing wine appellations.

Consequently immigration from Kakheti region will decrease. Employment in the tourist sector will increase, 

agriculture will be developed and the tourism season extended. After gaining experience, model can be later 

implemented in the other regions as well.

3.3. Other cluster initiatives

Below we provide the list of those sectors which can be the subject of the potential cluster initiatives. A 

primary feasibility research of the sectors has already been conducted by various academic and donor 

organizations.

The World Bank supervised research about Competitive Georgian industries reveals following perspective 

industries.

http://www.georgianwine.gov.ge/

www.gwa.ge http://wine-tourism.org

Georgia Competitive Industries Preliminary Sector Diagnostic, World Bank, 20139

9
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Resource based drivers Quick Wins Big prize

Service (Informational-communication, 
business services, audit, engineering's). 
Show -business and movie industry, bio-
tech. Automobiles and industrial design, 

electric instrument

Metal processing industries, 
hydropower, chemical production, light 

industry, textile, and trade logistics.

Agriculture (fruits, vegetables, nuts, 
wine and processed food) tourism and 

other natural resource.

These industries are at the various level of the development stage. Other perspective cluster initiatives can be 

summarized in the following points:

1.     Air transport (cargo and passenger);

2.     Apparel Additional apparel investment in Adjara;

3.     Basalt products;

4.     Canned vegetables and other processed vegetables (juices, concentrates, purées, etc.);

5.     Chemistry;

6.     Clay products;

7.     Cold Storage/warehousing;

8.     Construction materials perlite;

9.     Educational tourism: university education for foreign students;

10.   Electrical Devices production;

11.   Film Industry;

12.   Fresh fruits;

13.   Fresh root vegetables;

14.   Fruits Blueberry root stock;

15.   Hydroelectric energy;

16.   ICT none;

17.   Industrial Design;

18.   Light Industry;

19.   Manufacture of medicines;

20.   Medical tourism;

21.   Mercantile exchange;

22.   Metal processing;

23.   MICE Tourism in Adjara;

24.   Mountain / active pursuits;

25.   Nuts shelled, sorted, graded hazelnuts;

26.   Packaging cardboard and industrial paper;

27.   Plastic bottles and crates;

28.   Processed fruits; (juices, concentrates, purées, etc.);

29.   Road transportation to rural areas;

30.   Road, rail, sea, and air logistics - Georgia as a regional hub;

31.   Transport & logistics;

32.   Wine Tourism in Kakheti Region (incl. gastronomy, culture, rural);

33.   Wood product.
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4. Overall Evaluation - Suggested vision, 
recommendation and the role of  the Public sector

As a summary, we provide vision, principles and recommendations for the public sector that can be used as a 

platform to build successful cluster policies:

1.   In the economic development initiatives cluster approaches should be included. Provided initiatives 

should aim to capture bigger part of the value chain but also includes the biggest part of the beyond 

scene activities;

2.    Traditional "line industry" approaches should be rejected. Cluster initiatives can be successful in those 

areas that today doesn't correspond to the comparative advantage of Georgia;

3.     Cluster policies should have a vertical dimension;

4.  At certain point vertical clusters, that have the supply profile, should unite with other clusters 

(horizontal) that are oriented on the target markets. In such a way all clusters can benefit from the 

synergy effect, triggered by shared market penetration and other relevant competencies and systems;

5.  Clusters should be institutionalized and their governance should be delegated to the management 

boards. The board's main task is to maintain competitiveness of the cluster and their development in 

short and long terms perspectives;

6.    Every cluster member should receive equivalent benefit that they provide to the clusters. In principle we 

are against of subsidizing companies. All members should be getting the result based reimbursements 

or bonuses;

7.   The government should minimize subsidies, the line approaches should be changed with the cluster 

policies;

8.    Government should abstain from interfering into the cluster initiatives, 

9.    Government should be the equal partner of the other member stakeholders;

10.  Cluster policy should strengthen existing national clusters and not aim to create clusters from zero;

11.  Those clusters that have potential to capture the biggest part of the value chains should be prioritized;

12. The government should abstain from service delivering and should not enter in competition with a 

cluster;

13.  At all levels the state procurement should be used as a tool for strengthening local businesses;

14.  Outsource primary and secondary services to develop local competencies, skills and technologies. The-

se services will be used by local businesses and public sector that will increase the efficiency and develop 

private sector;

15.  To create clusters the demand in the targets should be already existing;

16.  In CI stakeholders' involvement should be ensured at all levels with result oriented consecutive steps;

17. Government should direct its efforts to develop transparent business environment (in situations that 

enforce the agreements, arbitrage, insurance ant etc.;

18. Government should develop necessary infrastructure (physical, informative, communication and 

competencies);

19. Public sector should be focused to provide supportive assistance to the clusters, such as attract 

investment, protect environment, develop sharing economy instruments and train the employees.
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Resume

The given article presents a conceptual vision of Georgia's regional development and spatial modelling 

system, which was produced by generalising existing paradigms and models. It highlights three spatial 

models, which were derived from different theoretical studies through systematisation of statistical data, 

categorization of the studied models, and examination of domestic and foreign experience.

Georgia has implemented significant local self-government reforms in recent times, which opened up new 

opportunities for regional governments to solve local problems by themselves and ensure economic growth 

in their regions. It is also important to take advantage of the opportunities created by the EU-Georgia 

association agreement, namely to study EU experience of regional development and spatial modelling. 

Analysis of the current socio-economic situation in the regions (GDP distribution, demography, employment, 

living standards, etc) revealed substantial differences in their administrative-territorial structure, 

population geography, and the location of major sectors of local economy. From both economic and 

demographic point of view, Georgian regions are at different stages of their development. 

According to the Georgian constitution, the country's administrative-territorial structure should be finalised 

only after its territorial integrity is restored and the central Georgian jurisdiction is reintroduced across its 

entire internationally recognised territory. 

The first chapter analyses the current situation in the context of economy and territory, namely the sectoral 

and territorial structure of economy, the population geography, the urbanisation processes, and the location 

of major industrial, agricultural, transport and tourism-recreational resources. A significant part of the 

analysis is focused on traditional sectors of economy.

Special emphasis is placed on the role of the capital, Tbilisi, as the country's main economic, demographic, and 

cultural-educational centre and its importance in other spheres. The chapter also looks into the dynamic of 

social and economic development and population specifics in different regions and specifies the main 

parameters of the local population geography. It shows, for instance, that there is a clear link between the 

population distribution and the development of the national transport network. 

The chapter also describes the European experience of spatial development and respective regional 

development institutions.

The second chapter presents and analyses alternative spatial systems and regional development models. It 

explains the difference between resource-based and innovation-based development. Most of this chapter is 

focused on existing spatial modelling theories - their origins and evolution. It provides examples of particular 

spatial models that different countries applied at different stages of their history. All these spatial models are 

analysed, summarised and categorised. The obtained results have allowed to identify three main categories of 

spatial models as most feasible for Georgia - functional, structural and cluster. They can be used in Georgia 

either alone or in combination, depending on the existing social and economic situation and specifics of a 

particular territorial unit. The chapter also explains what specifics should be addressed to adopt one or 

another model in Georgia. 

The third chapter is entirely about the proposed models. It looks into their feasibility and relevance of the 

presented paradigms, and explains why and how Georgia can benefit from transition to the knowledge-based 

economy and innovation-based development, what kind of innovative structures and institutions should be 

built in the country, and describes their role and place in the spatial structure. It is argued that among the 

functional models of spatial development, priority should be given to the development of tech-park 

structures, such as technopolises, tech-parks, industrial zones, etc. When analysing the structural models, the 

emphasis is laid on the need to properly identify potential economic centres (cores) and growth poles in every 

city/village and a hierarchical chain of regional systems/subsystems as key elements of the spatial model. As 
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long as the cluster models are concerned, the chapter suggests that although they should be initiated by the 

government, it is important that they be introduced "from the bottom up", i.e. with consent and approval of 

business organisations, not "from the top down", i.e. by the government's unilateral orders and instructions. 

The so-called growth poles and potential challenges - and respective solutions - to the development of 

economic centres are another major theme of this chapter. The chapter presents a new spatial structure 

(Appendix 5) and a concept of technological platforms, which were designed in cooperation with the 

Georgian Academy of Sciences, the Ministry of Economy and Sustainable Development, Ministry of Regional 

Development and Infrastructure and the Ministry of Education and Science.

Conclusions are summed up in the fourth chapter. It tells about expected practical results - and benefits for 

the country - from the proposed changes in the existing spatial structure and regional development model. 

The chapter outlines all necessary practical measures and their implementation stages, and shows what 

regulations will be needed and which structures should be responsible for the implementation process. 

1. Introduction. The current situation

1.1. General description of  the current spatial 
and regional development model

Recent radical political, social and economic changes in Georgia have brought to the fore the need to address 

numerous problems of the Georgian regional development policy, related mainly to its effectiveness, efficient 

use of available resources, spatial structure and sustainability. When dealing with many of these problems 

regional factors have been largely ignored so far - hence inefficient market transformation process. 

Analysis of social and economic developments in Georgian regions (GDP distribution, demography, 

employment, living standards, etc) revealed substantial disparities among them. 

The primary foundation stone of any spatial model is the territorial distribution of population, which forms 

the basis for the territorial configuration of the society.  From this viewpoint, the population geography is a 

key element, or the "mainframe", of a spatial model. However, apart from the population geography, every 

society divides its territory into large territorial units (states, communities, regions, districts, provinces, etc), 

as they are easier to manage. These units make up the regional organisation of a society, while the population 

geography and the regional organisation create the basis for a society's territorial configuration. Finally, a 

state's territorial organisation, represented by a society's administrative-territorial and state system, is a 

political and legal form of a society's territorial configuration.

The theme of spatial modelling and regional development is inseparable from another subject - designing the 

future. How are the two interconnected? A research carried out by the World Bank  suggests that in 25-30 

years 80% of the world industrial output will be concentrated in 20-30 megapolises(a megapolis is usually 

defined as a chain of adjacent and tightly interconnected metropolitan areas, with a total population of 

around 20-30 mln, characterised by a very vibrant and super-dynamic lifestyle). It is important to note that 

after Max Weber published his book "The City", which put forward a functional theory of several city types 

(forepost, imperial capital, markets, and other similar entities), it became obvious that a city is the main form 

of intensive territorial development and population growth. The mankind has not invented any viable 

alternatives. Only the city has the capacity to ensure sufficient concentration of energy and provide common 

home for people of different mentality, religion, and cultural background. When people live in a common 

D.V. Dolenko. Territorial arrangement: socio-political analysis. Saransk, 1993, pp. 5-10
Jandri Zarandia. Regional Problems of Georgia's Economic Transformation. TSU Publishing House, Tbilisi, 2004, p.24 
WorldDevelopmentReport 2009 ReshapingEconomicGeography. http://www-
wds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2008/12/03/000333038_20081203234958/Rendered/PDF/437380REVISED0
1BLIC1097808213760720.pdf
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environment they constantly communicate with each other, share ideas and technologies, and engage in trade 

with each other and, consequently, develop and mature quicker and easier. In this context, development is 

driven by the interaction - or the "clash" - of diverse cultures. But they interact in a way that enables all 

interacting actors to coexist peacefully, not destroy one another. This coexistence creates the potential for 

new opportunities and further stages of development. One of such development stages, known as the 

GOELRO plan, was implemented in Georgia in the first half of the XX century. Another example is the post-

WWII Marshall Plan for Europe. Their successful implementation encouraged many other countries to try to 

adopt similar technologies. 

One important aspect needs to be mentioned in this case: the technologies related to territorial development, 

such as the afore-mentioned GOELRO  in USSR (created by Gleb Krzhizhanovsky's group) and projects of the 

US spatial planning centre (one of its leaders was Lewis Mumford), emerged in these countries almost 

simultaneously, within a 2-3 year period. In both cases the development of these technologies was 

necessitated by the same reason: both USSR and USA faced identical challenges to their territorial 

development. Anyway, these Soviet and US projects demonstrated new, almost simultaneously discovered 

realities to the world. They confirmed that spatial development projects can involve quite complex methods 

and techniques, which require to properly identify and allocate the functions and roles of different actors of 

economic and social cooperation. Given their scope and scale, the above-mentioned USSR and US projects 

were ahead of their time and went far beyond even of the most advanced thought of that period. Let's look 

back to the Tennessee Valley Development Act, an example of the successful development of an undeveloped 

land. US authorities laid down a plan, created pivot points, built an extended infrastructure network, gave a 

new life to the region and pronounced - it was a barren land yesterday, it's a development zone today. Just such 

development zones need to be developed in Georgia (especially in economically backward, undeveloped 

regions). In other words, it is necessary to create environmentally-friendly technological centres, growth 

poles, and urban hubs, which will offer the same high standard of living that Americans enjoy in Alaska or 

Canada. 

The following paragraphs examine the population geography and the distribution of industrial, agricultural, 

transport and recreational resources both at the national and regional level in Georgia.

1.1.1.Population geography

The population geography, i.e. territorial distribution of a region's population, is the most important element 

of spatial modelling.  To begin with, it should be mentioned that first human settlements in Georgia date back 

to prehistoric times. For instance, archaeological excavations in the Dmanisi municipality, 102 km from 

Tbilisi, unearthed ancient human remains dated to about 1.8 mln years ago and evidence of early human 

settlements there,  and confirmed that the Georgian territory is among the earliest populated areas in the 

world. There were numerous population transformations throughout the country's history, caused by 

different factors: economic activity, natural conditions, rich material culture developed by its people, religion, 

demography, socio-economic and ecological processes, which continue even today.

Real sectors of economy (industry, agriculture) have a strong impact on the population geography. But they 

are underdeveloped in Georgia, underscoring the need for agricultural recovery and new industrialisation. 

Without massive employment programs, the country will hardly become an attractive place to live. Just the 

new, innovation-based industrialisation, development of transport hubs and agricultural growth can create 

new jobs, facilitate urbanisation processes, and ensure adequate living standards. 

According to a well-known Georgian scholar, economist-geographer, Prof. V. Janelidze, "Generally speaking, 

employment has a decisive impact on the population geography. For its part, employment is to a large degree 

determined by the level of industrialisation. It does not mean, however, that people tend to ignore natural 

GOELRO is a Russian acronym for "State Commission for Electrification of Russia".
E.B. Alayev. Socio-Economic Geography. The Terminology Dictionary. Moscow, Mysl, 1983, p.77
 http://www.nationalgeographic.ge/magazine/8/9/56/
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conditions when deciding where to live. A close look at every populated area where people have set up their 

permanent home reveals signs of a reasonable use of natural resources. In Georgia's current realities, 

population centres should be created on arable lands. Until recently, the lack of drinking and irrigation water 

used to be the main obstacle to populating such lands in many parts of eastern Georgia. Hopefully, the problem 

will be addressed in the modern state-building process".

The Georgian population is spread rather unevenly across the country's territory. This fact is reflected in 

different physical geographic (hypsometric features, topography, soil and climate conditions, hydrological 

network design, environmental situation, etc) and social-geographic (demographic capacity, industrial 

potential, manufacturing conditions, urbanisation degree, etc) parameters.

The Georgian territory is divided into three main natural-geographic zones (northern and southern 

mountain regions, and the central lowlands, or the midland plains, between these two) with conditional 

boundaries between them. 88.1% of the total Georgian population is concentrated in the midland plains, 

8.0% live in the southern mountain region, and only 3.9% in the northern mountain region.

The following table shows the population distribution according to hypsometric levels, which are 

conditionally aligned with the country's natural-geographic zones (Table 1).

Height above 
sea level (m)

0-800

801-1200

1201-1800

1801-2320

2320-5201

0-5201

Height level (zone)

Lowland

Low mountainous

Middle mountainous

High mountainous

Uninhabited

Georgia - Total 

38,2

15,6

20,7

11,7

13,8

100

91,0

5,3

3,6

0,1

-

100

Territory
%

Population
 %

Table 1. Population distribution by hypsometric levels

The average population density in Georgia in 2010 (across its current internationally recognised territory 

which covers 69.7 thousand sq.km) can be roughly estimated at 63 people per km . The real figure for the 

government-controlled territory (82% of the total) is 65.3 people per km .   On the regional level the following 

regions have above-average parameters: Adjaria (133.4 people per km ), Imereti (106.8 people per km ), 

Kvemo Kartli (76.5), Samegrelo (105.5), and Shida Kartli (90.6). The lowest figure (16.1 people per km ) is for 

the northern mountain region, namely Svaneti, eastern slopes of the Caucasus Ridge, and Racha-Lechkhumi, 

where the depopulation process has gradually accelerated and became irreversible.

Population distribution by region is shown in the Appendix 1.

The Georgian population is concentrated predominantly in urban settlements and rural communities (quite a 

few people lived in monasteries in the past) due to specifics of the local economic activity, traditional lifestyle, 

migration patterns, and ability to adapt to natural conditions. Over the past century the proportion of the 

rural population gradually decreased from 77.8% in 1926 to 42.6% in 2014, largely for the following reasons: 

a) a large scale rural-to-urban migration which in some cases led to whole villages being abandoned and 

erased; b) gradual transformation of rural communities into urban settlements or incorporation of villages 

into neighbouring cities, which automatically turned rural residents into urban dwellers.

 Basic Themes of Economic Geography of the Georgian Soviet Socialist Republic, Part 1. Ganatleba, Tbilisi 1970, p. 133
 V. Jaoshvili. Population of Georgia. 1996
 Preliminary data of 2014 general census.
 Geography of Georgia. TSU Publishing House, Tbilisi 2013, pp.241-242
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Distribution of the rural population by altitude shows that most of the rural communities live in a belt 

stretching from 0 to 500m above the mean sea level (msl) (more than 39% of the total number of villages) and 

from 501 to 1000m (29%) above msl. Only 39 villages (1.1%) are located at an altitude of more than 2000m 

above msl.

According to the population statistics, a significant number of the villages, 905, are small (fewer than 100 

inhabitants in each). Most of them are located in mountain regions and their aggregated population 

constitutes only 1.9% of the country's total rural populace (Table 2). The largest villages have more than 

5,000 inhabitants each and the following three are the most populated ones: Sadakhlo (Marneuli 

municipality) - 9,485; Digomi (Mtskheta municipality) - 8,746; and Karadjala (Telavi municipality) - 8,270. 

The population of an average rural community in Georgia is estimated at 595 inhabitants. The Dusheti 

municipality has the largest number of villages - 288 (271 of them are populated, and 17 abandoned). The 

lowest numbers are in the Dedoplistsqaro (15) and Qvareli (21) municipalities. The average number of 

residents per rural community was the highest in the Gardabani (2089), Gurdjaani (2086) and Sighnaghi 

(1862) municipalities. 

First cities - another major form of settlement - emerged in Georgia in ancient times. The names of many of 

them have survived through ages, and their rich archaeological heritage, which provides a treasure-trove of 

valuable historic materials, has been preserved (Uplistsikhe, Vani, Dioskuria-Sukhumi, Phazis-Poti, Pitiunta-

Bichvinta, Udjarma, Hornabudji, Dmanisi, and many others), shedding light on the lifestyle and traditions, 

self-defence capability, and the economic and cultural development of our ancestors. Many historical cities 

(Mtskheta, Tbilisi, Kutaisi, Batumi, Gori, Telavi, Sighnaghi, Tskhinvali, Zugdidi, Dusheti, Ahaltsikhe, 

Akhalkalaki and others) continue to play a central role in the ongoing urbanisation process today.

Table 2. The rural population distribution by size of  settlement (village)

Number of villages

905

480

911

621

373

188

28

3 506

Category of villages 
by the population size

Tiny - up to100 inhabitants

Small - 101-200 inhabitants

Medium-sized - 201-500 inhabitants 

Above medium-sized - 501- 1000 inhabitants

Large - 1001-2000 inhabitants

Very large - 2001- 5000 inhabitants

The largest - more than 5,000 inhabitants 

Total

38 80425,8

UnitUnit %%

71 66513,7

306 02726,0

438 62217,7

517 82210,6

538 051 

175 748

2 086 739

5,4

0,8

100

1,9

3,4

14,6

21,0

24,9

25,8

8,4

100

Population

There are 114 officially registered urban settlements in Georgia - 62 cities and 52 towns (boroughs)   with a 

total population of 2.4117 mln residents, according to 2014 data. 

Every Georgian city has unique individual features (geographic location, size, population number, the 

territory in sq. km, configuration, history, function, economic profile, land development, landscaping and 

amenities, etc). Each of them has a different employment situation in city-forming (foundation) and city-

service sectors of local economy. The foundation sector determines a city's main development priorities and, 

respectively, its main function.

Geography of Georgia. TSU Publishing House, Tbilisi 2013, pp.243-244
Georgia's internationally recognized borders, including the occupied territories.

11

11

12

12

221



Most of the Georgian cities have basically only one function. In other words, they can be conditionally 

described as mono-functional urban settlements: industrial centres- Rustavi, Chiatura, Zestaphoni, Tqibuli, 

Tkvarcheli, Kaspi, Kazreti and others; transport hubs - Samtredia, Hashuri, Poti; resorts and tourist 

destinations - Borjomi, Gagra, Kobuleti, Surami, Bakuriani, Bichvinta, Abastumani, Manglisi, Tsagveri, 

Pasanauri and others; administrative centres - Ahalkalaki, Hulo, Adigeni, Helvachauri, Shuakhevi, Ahalgori, 

and others. There are also mixed urban settlements with no clear function but quite good development 

prospects under certain favourable conditions, such as Telavi, Ahaltsikhe, Marneuli, Tsnori, Sagaredjo, Senaki 

and others, and distinct multifunctional cities (Kutaisi, Batumi, Sukhumi, Gori, Zugdidi, Tskhinvali), the most 

prominent of which is the country's leading industrial-transport, financial and cultural-educational centre, 

the capital Tbilisi. 

1.1.2.Urbanization

Urbanization is defined as the increasing proportion of urban vs. rural population, the growing concentration 

of economic activity in urban settlements, the increasing number, size and population of cities across a 

country, and the expansion of urban culture and lifestyle. The opposite process is termed "ruralisation" and 

implies the emphasis on rural development. Urbanization began in Georgia in the second half of the XIX 

century, but its pace and scope, as well as the achieved level of development, was lower compared to western 

countries. 

By 2015 the country's total population reached 3,729.5 thousand people - 2,140.4 thousand of them live in 

urban settlements (Table 3). This urbanisation index (57.4%) is noticeably higher than the world average 

(50%) but much lower than in most of the economically developed nations (75-80%). 

The city of Rustavi played an outstanding role in the Georgian urbanization history. It was built from scratch in 

the 40s of the last century to accommodate workers of a large industrial enterprise, the Rustavi Metallurgical 

Plant, which was being constructed at this place, and its population eventually grew to 158.7 thousand 

residents. The Rustavi case vindicates the widely held view that urbanisation is driven by people's desire to 

live in large urban centres because they offer better employment and education opportunities, have more 

cultural and entertainment facilities, and provide higher quality of housing and infrastructure. 

But the Georgian urbanisation process (Table 3), which had been progressing until the 90s of the last century, 

came to an abrupt halt in following years due to dramatic destructive political and socio-economic processes 

in the country. To properly assess the last 50 years of urbanisation in Georgia, it is necessary to take into 

account the fact that the 2002-2015 data does not include 8 cities and 8 towns located on the uncontrolled 

territory and thus provides incomplete picture of the urbanisation dynamic.

Table 3. Urban and rural population dynamic according to national censuses (thousand people).

Population

Census
Years

Urban

Rural

Total

2002 20151989197919701959

57,4

42,6

100

%

2140,0

1590,0

3730,0

Absolute 

52,3

47,7

100

%

2284,8

2086,7

4371,5

Absolute 

55,4

44,6

100

%

2991,3

2409,5

5400,8

Absolute 

51,0

49,0

100

%

2548,7

2444,5

4993,2

Absolute 

47,3

52,7

100

%

2210,9

2463,7

4674,6

Absolute 

41,6

58,4

100

%

16775,5

2353,5

4031,0

Absolute 

The urbanisation process in Georgia is marked by significant regional differences. In every region 

urbanisation parameters are to a large degree determined by the number of urban settlements (cities and 

towns) and the presence of large cities on its territory. In 2001-2010 the urbanisation index noticeably 

decreased in all Georgian regions. For instance, in Imereti, the country's most urbanised region in the early 

XXI century, it fell almost 10% from 57% to 47.5%. Similar tendencies took place in the second and third most 

urbanised Georgian regions, Adjaria (from 47.8% to 43.9%) and Kvemo Kartli (from 45.3% to 38.8%). The 

least urbanised region of Racha Lechkhumi and Kvemo Svaneti experienced a 19.5% decline. 
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1.1.3.The sectoral and territorial structure of  economy

Georgia has a specific spatial distribution pattern of the main sectors of national economy, which determines 

the country's economic specialisation and the scale and future priorities of economic development, and is 

clearly reflected in the apparent concentration of main economic sectors in the midland plains. This zone if 

often referred to as the country's transport, economic and population "backbone". Most of Georgia's strategic 

transport infrastructure, a majority of large cities and villages, main industrial enterprises, and the biggest 

portion of arable lands are located right in this zone. In contrast, southern slopes of the Caucasus Ridge and 

the southern mountain region are dominated mainly by cattle farming, mining industry, timber production, 

hydro energy generation, and tourism. 

In the regional context, Georgia has a highly diverse and distinct economic profile and potential, due to 

significant differences in physical-geographic and environment conditions between its regions and their 

historical-political and demographic specifics. 

The current regional GDP distribution, based on 2013 statistical data (excluding Abkhazia), is illustrated by a 

diagram in the Appendix 2. Namely, the central-eastern Georgia accounts for 63% of the GDP (Tbilisi - 48%, 

Shida Kartli and Mtskheta Mtianeti - 6%, and Kvemo Kartli - 9%), mainly due to the presence of the capital, 

Tbilisi, in this region. The share of Adjaria and Samtskhe-Javakheti remains almost the same as it was in 1975 - 

8% and 3% respectively. As to the second most economically developed area (the central-western Georgia), 

its share has dropped from 15.2% in 1975 (at that time it was made up of Imereti and Racha-Lechkhumi 

regions) to 11% (the above-mentioned two plus Kvemo Svaneti). Kakheti region's GDP share reduced almost 

4%. The data clearly demonstrates that economic growth has been achieved only in the capital Tbilisi, 

while productivity of all other regions has declined. Obviously, it's not a welcome trend for the 

country. The comparative 1975-2013 analysis shows that the share of Georgia's eastern regions has 

increased for the following main reasons: a) a drastic economic downturn in western Georgia (especially in 

the mining sector); b) significant reduction of subtropical agriculture, once one of the most productive sectors 

of the Georgian economy, in western Georgia; c) increased economic activity in eastern regions, especially in 

Tbilisi. On the whole, it is clear that most of the regions are economically backward yet.

1.1.4.The sectoral and territorial structure of  industry

Georgia is characterised by a noticeably uneven distribution of major industries across the country. Almost all 

industrial enterprises are located in the midland plains. Moreover, most of them are concentrated in several 

large centres. 

In Soviet times, the heavy machinery and civil engineering construction were the leading - and quite 

profitable - industrial sectors of Georgia. Their production included: 

Ÿ  heavy equipment: railroad engines, aircraft, programmable machine tools, light trucks, hydrofoil boats, 

electro-technical devices, mechanical tools; 

Ÿ  ferrous and non-ferrous metallurgy: various ferrous alloys, steel pipes, rebars, copper agglomerates, lead 

and zinc sheets; 

Ÿ chemical industry: nitrogen fertilisers, chemical fibre, petrochemicals, paints and coatings, plastic, 

household chemicals. 

However, Georgian enterprises were less dependent, if at all, on local natural resources at that time and used 

to get most of the raw materials from outside Georgia, while almost all their production was exported to other 

Soviet republics or foreign countries. 

The transition from the centrally planned economy to market-led economy in the first post-independent 

years proved very hard and painful for the Georgian industries - their productivity plummeted and many 

workers were laid off. The breakdown of the Soviet system fundamentally changed the decades-old structure 

of the Georgian industry, which had evolved as a multi-sector system during the Soviet rule. But the best days 
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of the Georgian industry are gone and it plays a very limited role in the national economy nowadays. In the 80s 

of the XX century the Georgian industrial output reached 42-45% of the GDP. In 1990 it fell to 22.9%, and 

further reduced to 17.1% in 2014. Today the country's still operating main industrial enterprises (Zestaphoni 

Ferroalloy Plant, Rustavi Metallurgical Plant, Madneuli Mining Company, and some others) are foreign-

owned and, therefore, play a limited role in the country's economy.

The territorial distribution and performance of Georgian industrial enterprises differs by region. According 

to the current sectoral structure of the Georgian industry, industrial centres are grouped into three main 

categories: 

1.   Multi-production industrial centres with diverse specialised sectors - Tbilisi, Kutaisi, and Batumi

2.  Heavy machinery and engineering production centres with two or three specialised sectors - Rustavi, 

Zestaphoni, Poti, Chiatura

3.   Regional industrial centres with specialised sectors that rely on local raw materials (mostly agricultural 

products), natural resources and workforce, and have an advantageous geographic location and a 

convenient transport network - Hashuri, Gori, Kaspi, Tqibuli, Tqvarcheli, Samtredia, Zugdidi, Senaki, 

Telavi, Lanchkhuti, Ozurgeti, etc.

Most of the big urban settlements and industrial enterprises are located close to major highways. For 

instance, the area to the east from the Likhi Ridge (Tbilisi, Kvemo Kartli, and Shida Kartli) hosts the biggest 

portion of the industrial potential. Obviously, such concentration of industrial enterprises in this zone is due 

to the "gravitational pull" of the Tbilisi-Rustavi industrial hub. 

The development of a large number of industrial enterprises in Tbilisi (according to 2013 data, Tbilisi 

enterprises produce 39% of the Georgian total industrial output and employ 46% of the country's entire 

industrial workforce) was caused by several factors, including the capital's strategic economic-geographic 

position in the South Caucasus as a central element of the Baku-Batumi transport link, a large number of 

skilled industrial workers, and the presence of diverse high education institutions, research centres, and 

engineering design offices, as well as proximity to the Rustavi industrial complex (chemical and metallurgical 

sectors, production of building materials).

Imereti is the second most industrialised Georgian region. Its biggest industrial centre, Kutaisi, is home to 

various enterprises from both heavy and light industry sectors. The region's another important industrial 

centre is the Chiatura-Zestaphoni industrial hub, which has developed around Chiatura Manganese Mine and 

Zestaphoni Ferroalloy Plant. According to 2013 data, local industries produce 9% of the total industrial 

output and employ 14% of the national industrial workforce. 

Batumi and Poti (as well as Sukhumi in the past) are major Georgian sea ports and industrial centres. Food 

processing/production is the leading sector here. 

Apart from industrial hubs and centres (Tqibuli, Tqvarcheli, Gardabani, Kaspi, Kazreti, etc), there are also 

quite a few small industrial sites scattered across the Georgian territory. Most of these enterprises specialise 

in the production of raw materials and the agricultural processing. 

There are few industrial enterprises in mountain regions of Georgia, namely in Samtskhe-Javakheti, Svaneti, 

Racha-Lechkhumi, and Mtskheta-Mtianeti.

1.1.5.The sectoral and territorial structure of  agriculture

Agriculture is a traditional sector of the Georgian national economy. Today it accounts for 9.2% of the GDP and 

employs almost half of the country's total employed workforce. 

As a result of the dramatic post-independent political, economic and social upheavals, Georgia has lost access 

to traditional markets where it used to sell its agricultural products. Attempts to export the Georgian 

agricultural production (tea, wine, citruses, etc) to the world markets have been ineffective because Georgian 
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products appeared uncompetitive. The lack of basic foods sparked an acute food crisis in Georgia and 

prompted agricultural reforms aimed at getting rid of the old and inefficient centrally-planned Soviet 

management system. Among the most important novelties, the reform introduced different forms of land 

ownership and paved the way for the creation of a land market in the country. 

One of the key components of the agricultural reform was the land privatisation process. Under the law on the 

privatisation of arable lands, peasants were entitled to privatise the land plots allocated to them in the past 

(1.25 hectares per household in the midland plains and 5 hectares in the mountain regions) free of charge 

and, in addition, rent state-owned lands. 

The transition to the market-led economy made it necessary to seek and adopt new methods and strategies to 

farm and market agricultural products. In the past, for instance, farm commodities were usually sold for fixed 

prices in special state collection centres. Today this practice is increasingly replaced by other options (sales at 

agricultural markets or producers' proprietary shops, barter deals). The strategic imperative of the national 

agricultural policy should be to unlock the country's full agricultural potential and increase the agricultural 

output. These measures will help prevent excessive and unwelcome dependence on food imports and create 

new jobs. 

The territorial organisation and efficiency of agriculture is largely determined by qualitative and quantitative 

parameters of the available land resources. Like in case of many other natural components, Georgia is 

characterised by a predominantly vertical distribution of land resources:

Ÿ   Zone 1 (0-250 msl) - western Georgia, best for subtropical agriculture;

Ÿ   Zone 2 (250-500 msl) - fruits, vegetables, corn, winegrowing;

Ÿ   Zone 3 (500-1,000) -crops, natural foods, livestock farming;

Ÿ   Zone 4 (1,000-1,500) -pastoral farming: pasture, haymaking;

Ÿ   Zone 5 (1,500-2,000) - haymaking;

Ÿ   Zone 6 (above 2,000 and highier) - as a rule, unusable for agriculture.

In terms of suitability for agriculture, the Georgian territory can be divided into three zones:

1.   Arable lands - 15.3% of the entire Georgian territory

2.   Pastoral farming lands (forests, bushland, pasture, haymaking fields) - 70.6%

3.   Unusable for agriculture - 14.1%

In all, 43% of the Georgian territory is suitable for farming.

The distribution pattern of Georgian agricultural lands shows that in the midland plains these lands occupy 

relatively large swathes, while in the mountain regions and Kolkheti, known for its high humidity, they are 

restricted to small, discrete areas. In valleys agricultural lands are mainly stretched across watersheds and 

intensive farming is prevalent here. In mountain regions there are mostly small plots of agricultural lands 

located mainly in river basins and gorges, and on moderately steep hillsides. Steeper slopes are used for 

pasture and haymaking.

Georgia has very diverse climate and soil conditions, creating perfect opportunities for the development of a 

wide range of agricultural sectors. The dominant agrarian sectors of the country include winegrowing, tea 

growing, subtropical farming, fruits, and some industrial crops. Cereal crops and livestock farming are 

relatively less developed. 

However, there are significant differences among Georgian regions in terms of agricultural specialisation and 

the development of secondary agrarian sectors. 

As a rule, Georgia's different historical-geographic provinces give priority to different agricultural sectors, 

depending on local natural conditions and socio-economic specifics. For instance, Shida Kartli is a traditional 

area for fruit and crops farming, Kvemo Kartli for vegetable farming, Kakheti for winegrowing, cereals and 

livestock farming. Adjaria, Abkhazia and Guria are best for subtropical agriculture and corn growing, while 
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Imereti for winegrowing, vegetable farming, corn and tea growing. Racha Lechkhumi is home to famous 

winegrowing farms, while Javakheti is dominated by crops, potato, and livestock farming. Samtskhe is well 

suited for fruit and cereal crops farming. Sheep husbandry is well developed in Eastern Caucasus, while 

Western Caucasus is known for cattle rearing. 

Cattle represent the primary class of livestock in Georgia. The following traditional techniques are widely 

used in the Georgian cattle farming sector:

Western Georgia - in summer cattle are usually kept in subalpine and moderately elevated pastures, while 

in winter they are housed in the stable and fed straw-grain rations and various mixtures of forages. 

Eastern Georgia -from early spring till late autumn cattle are kept grazing in community pastures close to 

their home villages, while in winter they are housed in the stable and fed straw-grain and other rations. 

Pig farming is practiced in almost every part of Georgia, especially in Kakheti and Samegrelo. Intensive sheep 

husbandry is a dominant sector in Eastern Caucasus regions. In winter farmers of Eastern Georgia graze their 

sheep on the pasture lands of the Dedoplistsqaro municipality. In summer the sheep are herded to the 

Caucasus or Georgia's southern alpine pastures.

As agriculture is a priority sector for Georgia, the country needs an efficient and well-thought-out agricultural 

development strategy. Introduction of new farming methods and techniques has created certain challenges. It 

is important to identify the main approaches and requirements for the development of a modern, advanced, 

multi-sector agricultural system in Georgia, taking into account both old traditions and present-day realities 

and national interests. 

Sustainable infrastructure development is essential for stimulating/increasing the agricultural efficiency and 

productivity. It requires large investments into construction of irrigation channels and supplies of fertilisers 

and agricultural machinery. Mechanisation and technological innovations should become a cornerstone of 

the country's agricultural policy.

1.1.6. The transport territorial system

In the past Georgia played an important role as a regional transportation hub at the crossroads of the ancient 

Silk Road from China to Europe and a major road from India to the Black Sea. Another vital route led to the 

North through the Caucasus passes. 

But it was not until the 50s of the XX century that the country finally completed an integrated transport 

system, which was made up of national railways, motorways, naval, air, pipeline and cable transport services. 

At present one of the top priorities of the Georgian foreign policy is to integrate, stage by stage, the national 

transport system into the European transport network. The transport system is one of the 13 priority sectors 

highlighted in the EU-Georgia association agreement. 

Transport is a crucial element of Georgia's regional development and spatial structure, since just the 

transport network determines the population geography and the location of major economic centres/hubs 

(Appendix 3). On the one hand, it serves to ensure transportation of goods and passengers in a timely and 

effective manner; on the other hand, it could be viewed as a "backbone" and a key infrastructure of the 

Georgian economy, along with cities. In reality, however, the Georgian transport system accounts for only 7% 

of the national economy (GDP share), according to 2014 data. This is because Georgia's strategic sea ports 

have been rented out to foreign companies for 49 years. But foreign owners are concerned only with their 

private interests, rather than Georgian national goals. In our opinion, it would have been much more 

reasonable to sell the ports at privatisation auctions. If so, local communities would have had a voice in the 

port management. Hopefully, the new Anaklia sea port project will benefit the Georgian economy. 

The national railway and motorway network is the core of the Georgian transport system today. Due to 

specifics of the Georgian geography, most of the railways and roads run east-west. Unlike the railways, 
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however, the motorways are evenly spread over the economically active territory. The roads are of vital 

importance in places where railways ervices are unavailable. The freight and passenger traffic is much more 

intense in the midland plains (and especially in urbanised regions) than in the mountain regions. 

The road transportation offers much higher annual freight volume and freight turnover than other modes of 

transport. The same is true for the passenger turnover - the autotransport is an indisputable leader in this 

regard, while the subway and railway are second and third most active passenger transportation services. 

The operational railways total 1324.1 km in Georgia - 1245.6 km of them are electrified. 

The Baku-Tbilisi-Kars railway project, a key component of the Europe-Asia energy transport corridor, is 

nearing its completion in Georgia and will enter service soon. The new railway is expected to facilitate 

economic growth and contribute to regional stability. As part of the Europe-Caucasus-Asia transport link, the 

railway is sometimes called "Iron Silk Road". At the end of 2015 a fully-laden freight train travelled from China 

to Georgia in just 9 days. Its arrival was hailed as a symbolic beginning of the new "Silk Road" transport 

system, which will connect China with Europe via the Georgian territory. 

The pipeline network, which has a century-long history in Georgia, is another strategic component of the 

Georgian national transport system. The first pipeline was built in Georgia in 1897-1907 to pump crude oil 

from Baku to Batumi. The 863 km pipe was one of the first pipelines in the world. The second Baku-Batumi oil 

pipeline was laid in 1925-30. The Baku-Supsa and Baku-Tbilisi-Ceyhan pipeline projects underscored and 

further increased strategic significance of Georgia's transit potential and geographic location. The Baku-

Supsa pipeline is 830 km long (including the 375 km Georgian section). The total capacity of the Supsa oil 

terminal is estimated at one million barrels. The 1,768 km Baku-Tbilisi-Ceyhan is one of the longest pipelines 

in the world and comprises three sections: Azerbaijani (443 km), Georgian (249 km) and Turkish(1,076 km). 

A major transmission gas pipeline was laid in Georgia in 1959. It has the capacity to supply sufficient volumes 

of natural gas to both Georgia and Armenia. 

1.1.7.The territorial distribution of  tourism/recreational zones

In the last decade the development of a tourism/resort industry has been one of the top priority areas for the 

Georgian government. Respective regulations and laws were passed, the old tourism infrastructure was 

renovated and some new facilities were constructed, material-technical resources were renewed, financial 

incentives were created for private investors, various tourism centres and businesses were set up to attract 

foreign tourists, promote domestic tourism and take care of the country's recreational zones. In recent years 

Georgia's tourism/recreational sector has been in the centre of increasing attention from many leading 

international tourism companies. The number of foreign tourists totalled 5.5 mln in 2014, while the GDP 

share of the tourism industry reached almost 6%.

It is noteworthy at the same time that Georgia has not been able yet to exploit the full potential of its 

tourism/recreational resources and the quality of service offered by Georgian service providers often falls far 

short of the international standards. To make better use of its natural and labour resources, Georgia needs to 

develop an efficient strategy, adopt good management practices, and introduce new innovative technologies. 

These measures will increase the GDP share of the tourism industry and improve living standards in the 

country.

In the context of transition to knowledge-based economy, one of the key challenges is to innovate new 

efficient models for the development of Georgian recreational zones. Investments in innovation can yield 

rapid returns. But the goal can be achieved only using the most efficient models. 

The development of recreational parks and recreational/resort polises offers the best prospects for the 

Georgian recreational industry. In our opinion, Borjomi, Tsqaltubo and Abastumani have excellent natural 

http://gnta.ge/wp-content/uploads/2015/06/small.pdf13
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conditions for such innovative structures. "Tsqaltubo Resort" was used as the basis to produce a 

methodological guideline for the development of innovative tourism/recreational models in Georgia.

Which innovative tourism/recreational models are best for Georgia? To answer the question, we think it is 

essential first to analyse and diagnose the current problems and prepare a long-term development strategy, 

and then identify/address tactical objectives. 

1.2. The formal spatial structure and regulations

The current territorial organisation of the Georgian state is asymmetrical. The country has two autonomous 

republics and 76 municipalities,   which include 12 self-governed cities, including the capital Tbilisi, and 64 

self-governed communities.   The municipalities are organised into 9 regions, though the latter are not self-

governed units. Their role is to mediate, advise and coordinate between local self-governments and the 

central government. At the regional level the central government is represented by a state commissioner, or a 

region's governor, while local self-governments by a municipal gamgebeli/mayor and Sakrebulo. 

According to the Georgian constitution, the country's administrative-territorial structure should be finalised 

only after its territorial integrity is restored and the central Georgian jurisdiction is reintroduced across its 

entire internationally recognised territory.

As part of the ongoing legal reform, a new local self-government law - Local Self-Government Code - was 

introduced in Georgia in 2014. The new law led to some changes in Georgia's administrative-territorial 

structure. Municipality was defined as a local self-government unit, which can take the form of a self-

governed city or a self-governed community. The procedure to set up respective executive and legislative 

bodies was revised too. 

Many factors (mostly natural-climate, rather than industrial-economic) should be taken into account to 

optimise the country's territorial organisation. But recent developments in Georgia have turned the spotlight 

on efficiency and sustainability of the current administrative-territorial structure and its ability to cope with 

various challenges. 

No doubt, it is equally important to diversify the Georgian administrative-territorial structure and increase its 

demographic capacity. Obviously, the old Soviet-time territorial organisation is not up to the challenge and its 

methodological foundations are unable to meet modern requirements. It is therefore necessary to rethink the 

regional development policy to take account of the need to create a land market, ensure private property, and 

move towards a decentralised territorial management system. 

From this viewpoint, it is necessary to devise a new approach to solve the problems hampering the 

innovation-based spatial development in Georgia and streamline the country's administrative-territorial 

structure and regional development policy. 

It should be noted that there is a clear link between one of the key components of the spatial structure, 

territorial distribution of the population, and the development of the national transport network. In other 

words, the most populated areas tend to concentrate around the country's main transport arteries (first of all 

the railways), i.e. along the horizontal east-west axis (Appendix 3). This aspect underscores the importance of 

the Georgian transport infrastructure. In a nutshell, roads create development opportunities, while 

development acts as a "magnet" attracting people to these areas. But the country's dependence on the 

development of a single, central transport/population axis makes it vulnerable in terms of defence, security, 

regional progress, population distribution, and many other factors. That is why we think it is necessary to 

N. Nadareishvili. Development Prospects: Innovative Model of the Georgian Tourism/Recreational System. Materials of the Second International 
Economic Conference - IEC 2014 "National Economic Development Models: Yesterday, Today, Tomorrow", Georgia, Tbilisi, October 17-18, 2014. 
Including 5 districts - in the occupied territories.
National Public Registry of Georgia. Registry of Municipalities. http://mreg.reestri.gov.ge/
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shift the focus to a vertical north-south axis as an alternative to the east-west transport corridor. It means that 

priority should be given to the population growth in the south and the development of a new north-south 

transport corridor.

It's worth noting that Georgia has recently introduced a new law on the development of mountain regions, 

effective from January 2016. Besides, the ministry of regional development and infrastructure has drafted a 

law on the regional policy and development planning, while the ministry of economy has put forward the 

spatial development and construction code of Georgia, which has been already approved by the parliament in 

the second reading. 

The government has paid increasing attention to this problem in recent times and publicly announced that a 

spatial development strategy will be finalised and in place by 2030. According to the government's plan, a 

nationwide spatial-territorial planning should be carried out in every region of the country in order to 

identify and implement efficient measures for the regulation of the population distribution, sustainable 

economic growth and efficient use of the country's natural and economic resources, with special emphasis on 

industrial and recreational zones.

At present, recommendations are being sent to respective institutions in regions, cities and other urban or 

rural settlements across Georgia on how to prepare documents related to the spatial-territorial development. 

The ministry of economy has conducted a research of the Georgian housing sector in compliance with UN 

methodological guidelines and began to measure urban indicators in Georgia in accordance with HABITAT 

methodology.

The World Bank has completed the first part of the urbanisation review for Georgia(general situation) in 

cooperation with the ministry of economy and sustainable development. The second part of the review is 

supposed to be focused on urban economy, particularly on the following two themes: 1) the development of 

local economy and export-oriented sectors; 2) Georgia as a regional logistical hub. The urbanisation review 

and other documents will form the basis for the preparation of Georgia's national urban strategy.

1.3. The development dynamic in various regions

There are clear differences between different Georgian regions regarding the level of their development (GDP 

share, demography, employment, living standards, etc). Results of our analysis confirmed this asymmetry. For 

instance, according to 2013 data, Tbilisi is the most developed region:

Ÿ  the share of GDP (and total VAT revenue) - 48% (Pic. 2)

Ÿ  employment - 66% of the total workforce

Ÿ  population (2014 data) - 26% of the total population

Ÿ  the standard of living (monetary and non-monetary household income, according to 2014 data) - 32%

Ÿ  industrial output - 42% of the country's total

Ÿ  the number of higher education institutions - 63% of the total

In contrast, the country's mountain regions are in a dire situation, from the viewpoint of spatial structure and 

regional development. Massive migration of local residents to urban centres has led to a large-scale 

depopulation, demographic crisis, deterioration of the infrastructure, and hard social and economic 

problems.

According to the preliminary results of the 2014 census, published at the website of the National Statistics 

Agency, the country's total population reduced from 4,372,000 in 2002 to 3,730,000 in 2015. The urban 

population fell from 2,285 thousand to 2,140 thousand, while the rural population from 2.087 thousand to 

1,590 thousand. But the proportion of urban population in the total populace has increased from 52.3% in 

2002 to 57.4% in 2015, while the rural population decreased from 47.7% to 42.6%.

Nino Chkheidze, Development Trends of Georgian Resettlement System, thesis http://www.nplg.gov.ge/dlibrary/coll/0002/000427/17
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At the same time, the dynamic of economic development has accelerated in the last decade, as shown in Table 

1. The fluctuation of the GDP (and VAT) share by region, estimated in current prices (mln GEL), is given in 

Table 4. 

Kakheti

Samtskhe-Javakheti

Tbilisi

Adjaria

Shida Kartli and 
Mtskheta-Mtianeti

Guria

Kvemo Kartli

Samegrelo - Zemo Svaneti

Imereti, Racha-Lechkhumi and 
Kvemo Svaneti

2012 20132008 2009 2010 201120072006

708,2        789,6         981,8         833,8         973,3        1 149,7      1 161,3     1 331,5

773,6        917,1         981,3         906,8        1 124,9      1 334,6      1 337,1     1 426,4

1 228,5      1 400,5      1 347,7     1 325,3       1 537,6      1 790,6      1 917,5     2 063,1

425,2         454,8         526,7        477,4          562,6         665,0         646,2        693,8

738,8         966,9       1 224,3      1 185,3      1 378,9      1 621,9      1 675,4     1 798,1

311,9         354,1         326,1        308,6          380,4         437,6         434,4        476,9

918,2       1 047,7      1 185,8      1 216,3      1 359,0      1 509,6      1 478,7     1 574,0

5 653,9     7 009,5      7 913,6      7 274,3      8 472,6      9 914,3    11 194,2    11 300,9

1 288,5     1 670,8      2 034,6      2 018,5      2 225,2      2 551,9     2 660,4      2 670,4

Table 4

Substantial investments are necessary to develop the regional transport infrastructure, namely international 

and national-level highways. Georgian highways fail to meet the European standards, posing a serious 

challenge for the country's development. Almost 2 billion GEL have been appropriated in the last four years 

for road infrastructure projects. Ongoing high-speed highway projects are funded mainly by loans from 

foreign financial institutions. For instance, Zestaphoni-Kutaisi and Kutaisi-Samtredia bypass roads are being 

built with the financial assistance of Japan international cooperation agency. The Kobuleti-Chakvi bypass 

road is funded by Asian Development Bank, while the Ruisi-Agara section by World Bank. Apart from the road 

infrastructure projects, Georgia is seeking to improve the quality of its roads to make them conform with 

international standards. According to the "quality of roads" indicator of the 2013-2014 global 

competitiveness report, Georgia is ranked 60th of 148 countries. It means that Georgia has better roads than 

all its neighbours and member states of the European Neighbourhood Policy, except Turkey, largely thanks to 

the government's investments into the road infrastructure in the last decade. The neighbours have the 

following ranking: Azerbaijan - 74  , Armenia - 82   , Russia - 136  , Ukraine - 144  , and Moldova - 148  . Turkey 

has the highest ranking in the region - 44  .   We decided to single out the road infrastructure problem because 

of its significant impact on the population geography and a capacity to create new jobs. This aspect is well 

illustrated by the rapid emergence of a great variety of cafes and canteens, entertainment facilities, shops, and 

petrol stations - all in line with international standards - along high-speed highways. 

1.4. International experience

The spatial organisation is one of the key mechanisms of state, which can be used to evaluate whether a 

country has good or bad governance. Since Georgia strives for eventual EU membership, it is vitally important 

for the country to study - and take account of - the European experience of spatial modelling and regional 

development. 

At the end of the XX century European Council adopted European Spatial Development Perspective (ESDP). It 

was endorsed by Council of Ministers of Spatial Planning of European Commission in Potsdam in May 1999. 

The main objective of this initiative was to involve all EU member states in this political discussion and reach a 

broad consensus among all European countries on the principles and priorities of European spatial 

development.
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The 12th session of the CEMAT (La Conférence Européenne des Ministres responsables de l'Aménagement du 

territoire), a meeting of ministers responsible for EU spatial planning, took place in Hanover (Germany) in 

September 2000. The conference adopted a rather significant document "Guiding Principles for Sustainable 

Spatial Development of the European Continent" (CEMAT principles). It included a ten-point program for 

greater cohesion among the regions of Europe. In January 2002 "Guiding Principles for Sustainable Spatial 

Development of the European Continent" were approved by the committee of the European Council ministers 

and became a political document. These principles are:

1.   Promoting territorial cohesion through a more balanced social and economic development of regions 

and improved competitiveness

2.    Encouraging development generated by urban functions and improving the relationship between town 

and countryside

3.    Promoting more balanced accessibility

4.    Developing access to information and knowledge

5.    Reducing environmental damage

6.    Enhancing and protecting natural resources and the national heritage

7.    Enhancing the cultural heritage as a factor for development

8.    Developing energy resources while maintaining safety

9.    Encouraging high quality, sustainable tourism

10.  Limitation of the impacts of natural disasters.

Implementation of CEMAT principles will facilitate three main tasks: to ensure balanced and sustainable 

development of European regions, strengthen democratic institutions at the regional and municipal levels, 

and increase Europe's competitiveness in a world of globalisation. The current European spatial model 

provides for a decentralised population distribution system and gradual transfer of metropolitan functions 

from cities to a network of dynamic regional centres with simultaneous limitation of sub-urbanisation 

processes.

Two factors played a decisive role in the processes that followed the creation of European Union: EU Cohesion 

Policy and EU Common Agricultural Policy. The former was introduced to ensure homogeneous development 

of all European regions, something impossible without an efficient regional development policy. The latter 

aims to facilitate the development of rural regions and increase competitiveness of the European agriculture. 

Respectively, the rural population is the main beneficiary of the project. 

To address problems of the European regional development and cohesion, European Commission set up 

Directorate-General for Regional and Urban Policy (DG REGIO) and two research instruments: Joint Research 

Centre (JRC), which studies the typology of urban and rural settlements, and peri-urban management 

research project (PRUREL), which deals with urban-rural interactions.

In cooperation with other research centres, these two research instruments are used to analyse, monitor and 

update the typology and nomenclature of the European urban and rural settlements. Once in every two years 

these two centres carefully analyse the European urban and rural settlements, using their vast databases, and 

update their typology accordingly. The above-mentioned European Spatial Development Perspective, 

adopted in 1999, is based just on this typology and nomenclature. An inventory of all residential settlements 

is compiled, updated and analysed (a territorial morphology research and urban audit) in select European 

countries, chosen in advance, once in every two years to determine their status and category - urban or rural.

EUROSTAT is responsible for the classification of the European administrative and territorial units. NUTS 

(Nomenclature for Units of Territorial Statistics) system is applied at the sub-national level. Its subdivisions 

are determined by the population numbers. As mentioned above, under the currently valid NUTS 

classification system, a hierarchy of three NUTS levels (NUTS1, NUTS2 and NUTS2) is established by 

EUROSTAT for each EU member country. The NUTS Regulation defines the following average size of the 

regions at the respective level: NUTS1 - regions with a total population from 3 to 7 million; NUTS2 - from 800 

thousand to 3 million, and NUTS3 - from 150 thousand to 800 thousand.

http://epp.eurostat.ec.europa.eu/portal/page/portal/nuts_nomenclature/principles_characteristics19
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The current NUTS 2013 classification is valid from 1 January 2015 and lists 98 regions at NUTS 1, 276 regions 

at NUTS 2 and 1342 regions at NUTS 3 level.

The NUTS classification (Nomenclature of territorial units for statistics) is a hierarchical system for dividing 

up the economic territory of the EU for the purpose of :

Ÿ  The collection, development and harmonization of European regional statistics;

Ÿ  Socio-economic analyses of the regions:

o  NUTS 1: major socio-economic regions,

o  NUTS 2: basic regions for the application of regional policies,

o  NUTS 3: small regions for specific diagnoses:

Ÿ  Framing of EU regional policies:

o  Regions eligible for support from cohesion policy have been defined at NUTS 2 level;

o The Cohesion report has so far mainly been prepared at NUTS 2 level.

PRINCIPLES AND CHARACTERISTICS

Ÿ  Principle 1: The NUTS regulation defines minimum and maximum population thresholds for the size of 

the NUTS regions:

LEVEL MINIMUM MAXIMUM

NUTS 1 3 million 7 million

NUTS 2 800 000 3 million

NUTS 3 150 000 800 000

Despite the aim of ensuring that regions of comparable size all appear at the same NUTS level, each level still 

contains regions which differ greatly in terms of population. For further details see page 12 of the NUTS 

publication.

Ÿ  Principle 2: NUTS favours administrative divisions (normative criterion). For practical reasons the NUTS 

classification is based on the administrative divisions applied in the Member States that generally 

comprise two main regional levels. The additional third level is created by aggregating administrative 

units (see Correspondence tables in the left menu).

Ÿ Principle 3: NUTS favours general geographical units. General geographical units are normally more 

suitable for any given indicator than geographical units specific to certain fields of activity.

LAU (Local Administrative Units) classification is applied at the local level. Two LAU levels are defined for 

each European country - LAU1 and LAU2. 

LAU1 level covers local administrative units with various types of settlements.  For instance, district in 

Ireland, municipality in UK, powiat in Poland, agglomeration community in France, metropolitan cities (City 

of London), Oslo agglomeration, etc, belong to LAU1 level.

LAU2 level includes the lowest-level urban and rural local administrative units,  such as gmina in Poland, 

commune in France, slautina in Lithuania, small towns, communities and villages in other countries.

A square kilometre is a basic measurement unit (in bitmap graphics) to measure a territory. Under the 

modern approach, typology is no longer defined by the population size as was the case in the XIX century 

when the number of residents in a territorial-administrative unit was important(say, a town of 10 thousand 

residents). Nowadays researchers look at the population density, i.e. a measurement of population per unit 

area (km  ).   It is a more objective criterion, as it provides a more accurate picture of spatial morphology. 

http://epp.eurostat.ec.europa.eu/portal/page/portal/nuts_nomenclature/local_administrative_units
http://epp.eurostat.ec.europa.eu/portal/page/portal/nuts_nomenclature/local_administrative_units
DelimitationofruralareasinEurope, usingcriteriaofpopulationdensity, remotenessandlandcover. Jonardatal, JRG 2009.
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To put it simply, 1,000 km  territory populated by 10 thousand residents can be defined as a depopulated area 

due to a very low population density - a mere 10 people per km . If the same 10 thousand residents occupy 80 

km  territory, this place can be regarded as a village, since it has 125 people per km  population density. But if 

these 10 thousand people pack a two km  area, it is a densely populated urban centre (part of the capital), 

since its population density is 5,000 people per km . So, the population numbers alone cannot determine the 

type of a territorial-administrative unit. Many other factors should be taken into account too.

The LAU2 typology is composed of four classes:

Ÿ  rural-peripheral (RP): population density below 150 people per km , minimum 45 minutes travel time 

to reach an urban centre;

Ÿ  rural-accessible (RA): population density above 150 people per km , less than 45 minutes travel time to 

reach an urban centre;

Ÿ  urban open space (UO): population density above 150 people per km , minimum 75% of the territory is 

covered by agricultural, forest, natural areas;

Ÿ  urban closed space (UC): population density above 150 people per km , less than 75% of the territory is 

covered by agricultural, forest, natural areas.

These four typology classes are part of the OECD (Organisation for Economic Cooperation and Development) 

classification system, which is used by EU countries and other OECD member states (for instance, Norway).

At the regional level, there are 6 categories of regions:

1.  Rural peripheral region (RPR) - 50% and more local residents live in rural communities, and more than 

50% of them live in rural communities with low accessibility

2.  Rural accessible region (RAR) - 50% and more local residents live in rural communities and fewer than 

50% of them live in rural communities with low accessibility

3.  Intermediate open-space region (IOR) -from 15% to 50% of local residents live in rural communities, 

more than 50% of the population live in urban open-space communities

4.  Intermediate closed-space region (ICR) - from 15% to 50% of local residents live in rural communities, 

less than 50% of the population live in urban open-space communities

5.  Urban open-space region (UOR) - less than 15% of the population live in rural communities, more than 

50% of the population live in urban open-space communities

6.  Urban closed-space region (UOR) - less than 15% of the population live in rural communities, 50% and 

fewer local residents live in urban open-space communities.

As to cities, they are one of the oldest administrative-territorial units of Europe. The urban audit is European 

Commission's instrument to monitor and collect city statistics. The urban audit contains 27 indicators and its 

results are reported to EC.

EU has the following urban typology:

Ÿ  high-density rural area (community) - population density from 150 to 300 people per km ;

Ÿ  urban cluster (urban settlement, community) - population density from 300 to 1,500 people per km ;

Ÿ  urban centre (town) - population density from 1,500 to 5,000 people per km ;

Ÿ high-density urban centre (megapolis, metropolitan functional area, city) - population density above 

5,000 people per km .

Types of cities by the population size   :

UrbanAudit, MethodologicalHandbook, EuropeanCommission, Eurostat, 2004, p. 9
http://nala.ge/uploads/files/5321986a5aefd.pdf
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Type The population size

Small (S) 50-from 100 000-to

Medium-sized (M) 100 000 from 250 000 to

Large (L)

Metropolis (XL)

Megacity (XXL)

Global city (GC)

250 000 from 500 000 to

500 000 from 1 000 000 to

1 000 000 from 5 000 000 to

5 000 000 and more

2. Analysis of  alternative options. 
Analysis of  potential solutions to the current challenges

2.1. Available alternative models

Before analysing alternative spatial and regional development models, it would be useful to briefly overview 

theoretical foundations of this sphere.

Evolution of the spatial development theory was a very long process. In the beginning there were different 

theories, such as, for instance, Thunen Model, Christaller's Central Place Theory, Weber's Theory of Industrial 

Location. They were based on such factors as accessibility, population size, and proximity to markets and raw 

resources. In the 1950s-60s physical models gave way to more complex theories, such as Myrdal's Theory of 

Cumulative Causation, which tried to explain the concentration of different economic sectors in a particular 

area. It exploited a simple logic: if an area is attractive for a particular sector, it will have a cumulative effect on 

all other sectors and they will move to this area too. As these territories have a clear competitive advantage, 

they will naturally evolve into growth poles. 

A French scholar Francois Perroux's concept of growth poles argued that growth poles can be purposefully 

created in underdeveloped and stagnating regions by building new enterprises on these territories, which 

would then attract other industries and sectors. Governments of different countries applied this theory to 

revive their depressed regions. For instance, an oil refinery was built in Sicily and a smelting plant in Calabria. 

Both were state-of-the-art enterprises at the time. But the cumulative effect never materialised. These cases 

demonstrated that if a particular area does not have a real competitive advantage, it's no good artificially 

creating growth poles there. Despite the government's commitment to set up highly profitable modern 

enterprises in these regions, private business showed little appetite to invest into these sectors and, as a 

result, these projects had zero cumulative effect. It is an experience that Georgia should carefully examine and 

take into account.

It is also important to bear in mind that every decision related to spatial development has a cost. One of the 

most known problems is the classical trade-off between economic efficiency and equality. If economic growth 

is the main priority, regions with competitive advantage should be stimulated - for instance exempted, at least 

partly, from payments to the central budget - because unimpeded development will rapidly turn these regions 

into the main driving force of the national economy. When priority is given to equality, substantial financial 

resources are channelled to less competitive regions, but at the expense of economic growth.

From the political viewpoint, it is vital to narrow economic imbalance between the country's regions as much 

as possible, but one should be in no doubt that economic efficiency will suffer as a result. Every country 

decides on its own what is the most optimal model for balancing efficiency and equality. This choice is 

influenced by both a country's establishment and general public, and it changes with time. Rich and 
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developed societies are more likely to accept, on the basis of established social norms, that in all regions of the 

country local communities should have equal access to welfare services and enjoy equal living standards. In 

developing nations governments often choose to spur economic growth in select regions, while the society 

has a more acquiescent attitude towards economic inequality. Any model can work - the choice of the best one 

depends on specific place and time. 

A new theory, the diffusion of innovations, emerged in the 1960s. It seeks to explain how, why, and at what rate 

new ideas and technologies spread across different regions. It would be wrong to think that a particular 

innovation can be moved from point A to point B simply by a government order. According to this theory, the 

diffusion (distribution) is a process by which an innovation is communicated through a hierarchical system of 

population centres - from big cities to small towns and finally to the countryside. This can be illustrated by the 

diffusion of fashion clothes and accessories - at first they go on sale in Tbilisi, Kutaisi and Batumi, then spread 

to Oni and Dedoplistsqaro, while years later they finally reach remote mountain communities. Innovations 

require adaptation. Besides, people on the ground should be prepared to embrace them, but different 

communities have different levels of such readiness. One of the diffusion forms is short-distance diffusion - 

from the centre of a big city to its outskirts, or the centre-to-periphery diffusion within an agglomeration. 

It became obvious in the 1970s that trying to create growth poles in uncompetitive regions was a futile 

endeavour. It does not mean, however, that this theory should be discarded altogether - in certain places with 

respective conditions it can prove quite efficient. New centre-to-periphery theories were proposed at that 

time to justify existing economic imbalances between different territories. Their "founding fathers" were 

economist John Friedman, economic historian Fernand Braudel, and political scientist Immanuel Wallerstein. 

These theories argue that every model has the centre and periphery, and a more flexible, so-called semi-

periphery zone between the two. The centres always extract resources (human, financial, natural) from the 

periphery and concentrate them. It is this concentration of resources that allows them to create innovations. 

If the model works properly, these innovations then spread to the periphery. The process resembles a two-

stroke engine: the centre moves up and the periphery follows. But if the diffusion hits serious obstacles in the 

periphery (back draft), the result will be just what we see in Georgia now: despite the concentration of 

resources in Tbilisi, the capital fails to innovate. In such models the disproportionally huge, oversized centre 

dominates the understandably crippled periphery, as institutional and economic environments are 

unsupportive of innovations. 

There is one more important aspect to consider. Geopolitical, economic or technological changes can 

transform a semi-periphery into the centre. As a rule, peripheries have few advantages, while semi-

peripheries are in a better position to innovate and replace the centre. 

In the late XX century Michael Porter introduced the theory of competitive clusters, also known as industry 

clusters, triggering their development all over the world. There are a lot of success stories about these clusters 

nowadays. Europe has even set up a special structure, European Creative Cluster Lab(ECCL), a think tank 

whose primary goal is to test and experiment new creative cluster management styles, instruments and 

infrastructure in a lab environment. In former Soviet republics, however, all attempts to create such clusters 

have ended in failure because the development of clusters was not a natural process there but was based on an 

arbitrary bureaucratic decision. The scheme was almost the same everywhere - the government suddenly 

realises that clusters are a good thing and orders to prepare an action plan and allocate necessary funds for 

their development. But clusters do not emerge this way. They evolve "from the bottom up" through the natural 

formation of linkages and alliances between different business organisations, sharing know-how and 

expertise. Such natural ways of development have not gained traction in Georgia yet, since we continue to live 

as we used to in Soviet times, always waiting for instructions and orders from the central government. That is 

why such projects as "Digomi hospitals cluster", "Saburtalo knowledge cluster" and others were a complete 

fiasco. At the same time, the emergence of numerous, albeit small, natural clusters in almost all Georgian cities 

has gone largely unnoticed so far. These micro-clusters are at the embryonic stage yet and they will hardly 

grow without substantial support. The best examples include the car parts&sparescluster at the Vakhusti 

Street and surrounding territory, Shardeni Street & Square, and the cluster of Saba Furniture Stores (Tbilisi), 

the used car market at the Rustavi crossroads, the Natakhtari cluster of restaurants, the Shrosha cluster of 
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ceramic businesses, the Khashuri micro-cluster of hammock sales, etc. People involved in these businesses 

(both individual entrepreneurs and firms) are unaware that they represent a cluster structure and use cluster 

methods. Most of them, as any other cluster, rely on the same suppliers and distributors and hire the same 

cleaners, advertisement agents, accountants, etc. They have all the features of a typical cluster: tight 

competition and concentration on a relatively small territory. 

Modern spatial modelling theories date back to the 90s of the XX century. One of them is New Economic 

Geography, proposed by Paul Krugman, Matsushita Fujita, and Anthony Venables. Using strict mathematical 

formulae, the theory tries to explain the location, distribution and spatial organization of economic activities 

across the world, movements of labour, and the effect of scale in urban planning. It convincingly demonstrates 

that spatial development is always uneven. All the time! This is because development is always driven by 

competitive advantages. In one of his articles Paul Krugman outlined a system of development factors, 

dividing them into two subgroups: 

Ÿ  "First nature factors", i.e. competitive advantages not caused by human activity, such as natural resources 

and geographic location- whether they are favourable for development or not. 

Ÿ "Second nature factors", i.e. competitive advantages caused by human activity, most importantly man-

made agglomeration economies. Modern urban studies highlight two key advantages of agglomeration: 

density (the market size effect) and diversity. Apart from being an attractive place to live, big cities have 

another distinctive feature - a very diverse population, consisting of different economic agents, customers 

and firms, constantly interacting with each other. Other significant factors are human resources and 

institutions, i.e. norms and regulations (according to Douglass North) a nation is governed by. These 

factors can either facilitate or, on the contrary, obstruct the development process. Another key factor is 

adequate infrastructure. If it is missing, development will become impossible. For a transit/transport 

country like Georgia, it is a crucial cornerstone of development. It is clear that we should give priority to 

the development of "second nature factors", i.e. modernise institutions, enlarge human resources, etc. 

The World Bank's World Development Report 2009 - Reshaping Economic Geography provided a short and 

clear formula to define the main concepts of new economic geography. They are called three dimensions of 

development or 3D: density, distance, and division. Countries and regions can accelerate development 

processes by increasing the agglomeration effect (population density), cutting short economic distance, and 

reducing institutional barriers (divisions). These processes are already under way in Georgia. For instance, 

Tbilisi, Batumi and other agglomerations are growing larger by absorbing neighbouring villages and adjacent 

areas. The biggest challenge is finding out how to overcome existing problems and obstacles. Results are easy to 

see and assess for anyone. But the objective evaluation of the problems and opportunities is only half of the job. 

It's time now to look into alternative spatial models and regional development schemes that can be useful for 

Georgia. There are two main types of economic development in the world today: the resource-based economy 

and the knowledge-based (or innovation-based) economy. Georgia does not have enough natural resources to 

attract interest of global economic actors. The emphasis should be therefore placed on the development of 

human resources and the innovation-based economy.

The innovation-based economic development is a complex process that involves the entire state system and 

requires to develop an efficient spatial model with respective institutions and infrastructure. As the country's 

regions differ greatly in size, development and economic specialisation, the spotlight should be turned on the 

territorial aspects of economic activity. Innovative structures and groups of industries should be spread 

across the country's territory in a way that will facilitate the diffusion (distribution) of innovations and the 

emergence of development centres (cores) and growth poles, and help optimise the territorial-

administrative organisation of the state. 

It is equally important to modernise the spatial model of economic activity to strengthen communication and 

interaction between different regions, reduce the danger of their disintegration and change their spatial 

characteristics in compliance with modern requirements. 

E. Baratashvili, N. Dzidzikashvili, N. Nadareishvili. "Some Considerations about Georgia's Strategic Development". Social Economy, No. 3, 2013.25
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Careful consideration should be given to the European experience of spatial modelling and foresite planning, 

and to the problems that were not addressed by the past reforms. 

In sum, priority should be given to innovative (knowledge-based) ways of spatial development both at the 

national and regional level, the development of the alternative north-south population/transport axis, and 

the creation of regional economic centres (cores) and growth poles, such as business incubators, tech-parks, 

technopolises, and clusters (Appendix 4).

Appropriate spatial development models are grouped into three categories: functional, structural and cluster 

(Pic. 5).

2.2. Advantages and disadvantages of  each alternative model

The above-described alternatives are very different and present a striking contrast. But even a quick glance, 

without in-depth analysis, reveals the superiority and efficiency of the innovation-based model over the 

resource-based one. The picture below illustrates the tendencies associated with the transition from the 

resource-based to the innovation-based (or knowledge-based) economy. Respectively, the spatial and 

regional development model should be based just on these principles (Appendix 3).

As mentioned above, alternative spatial development models can be grouped into three categories:

1. Functional models (social and economic zoning, development of special zones, areas, centres, and 

parks);

2.  Structural models (development of territorial structures, corridors, development axes, agglomerations 

and big cities (cores) on the basis of respective infrastructure)

3.  Cluster models (development of territorial complexes comprising cores, hubs and industrial zones with 

competitive advantages, as well as pilot cluster projects, with the government's assistance) (Appendix 5).

It is noteworthy that these models can be applied either alone or in various combination, depending on 

geographic and other characteristics of a target region and with a view to the desired outcome. Functional 

models are better suited for the development of special zones (free economic, industrial, recreational, 

mountain development, tech-parks, etc) and economic growth poles, which should be granted certain 

exemptions and privileges. Structural models are the best choice for the development of transport corridors 

or major industrial hubs combining big industrial centres, like the Chiatura-Zestaphoni hub. Cluster models 

are unrivalled when it comes to create competitive environment and new jobs in a target region, municipality 

or a self-governed city. The success will largely depend on whether we properly identify and understand what 

exactly we intend to achieve in the target region. Positive and negative aspects of each model will be analysed 

in the following paragraphs.

3. Justification of  the proposed model

3.1. Justification of  the proposed changes in the context of  ongoing reforms

In the context of ongoing reforms, it is extremely important to have a clear understanding of what goals we 

want to achieve with one model/instrument or another before we begin to use them. As emphasised in the 

paragraph 2.1, economic equality among different regions of a country can be achieved only at the expense of 

economic growth, and vice versa - giving priority to economic growth will almost certainly exacerbate 

economic disparities among the regions. At the present stage, in our opinion, the Georgian economy does not 

have a capacity to implement both approaches simultaneously. 
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A much more fundamental question is which economic paradigm best suits Georgia's interests.  If Georgia 

sticks to the traditional resource-based economy, it will hardly achieve a two-digit economic growth, the only 

chance to overcome its current economic troubles. In the present-day reality the country should opt for a 

spatial model that will open the door to new development opportunities and new industrialisation. 

If any model, or a combination of models, fits in the new (innovation- or knowledge-based) industrialisation 

process, it will have a great synergetic effect on the country's development. That is why the knowledge-based 

economy and innovation-driven development are the only right choice for Georgia in the current reality. It 

implies the transition to a post-industrial society, generation of new ideas, creation of territorial platforms for 

goods and technologies with the emphasis on the new knowledge, ideas, innovations, innovative assets and 

infrastructure, rather than on labour resources, capital assets, natural sources of energy and raw materials, 

and industrial infrastructure. Specifics of the transition from the traditional resource-based economy to a 

new, knowledge-based economy are explained in Appendix 4.

Structural models require to properly identify potential economic centres (cores) and growth poles in every 

city/village and a hierarchical chain of regional systems/subsystems as key elements of the spatial model. 

The development of growth poles and propulsive industries in the country's regions will boost economic 

activity, create new jobs, and facilitate interaction and cooperation among interconnected economic sectors. 

Reallocation of investments towards the growth poles will increase the synergetic effect, speed up economic 

development and improve economic parameters and living standards of a region. Consequently, these factors 

will accelerate the development of regional centres (cores) and ensure efficient management of the process.

Among functional spatial models, priority should be given to the development of tech-park structures, such as 

technopolises, tech-parks, industrial zones, etc. To understand why they are more important than others, one 

must recall Japan's post-WWII history - just this innovative infrastructure ensured Japan's rapid social and 

economic progress.  That is why Japan's development strategy is rightly defined in scientific papers as the 

"strategy of technopolises". Although tech-parks and technopolises were already present in the USA and 

other states at that time, Japan was the first country to adopt their development as a national strategy.

The knowledge-based economy and innovation-driven development require respective infrastructure. The 

development of such infrastructure should be a top priority for the government.  Georgia has already made 

first steps in this direction: a new body was set up in the ministry of economy and sustainable development - 

Innovation and Technology Agency (ITA), which has recently launched a tech-park project in the Okroqana 

suburb of Tbilisi and founded innovation labs in Georgian high education and vocational education 

institutions. 

Cluster models of spatial development are not less significant for Georgia. But they require the government to 

carefully plan and lay the groundwork for clustering in advance. Unlike tech-park structures, which are built 

by the government, it is much better to develop clusters "from the bottom up" than "from the top down". In 

other words, a cluster is a product of cooperation between business organisations, the government and high 

education institutions. Such kind of cooperation is often dubbed "triple helix". In this case the government's 

role is only to support and facilitate. But the process can be initiated by other actors too. The government 

should thoroughly explain all positive and negative aspects of clustering to the business community and help 

them make strategic decisions. Businesses should be free to decide whether they cluster or not - it is a 

completely voluntary decision. It is not unlikely that many companies will prefer to opt out, if they do not fully 

understand all the specifics of clustering. A company must be aware that clustering will curtail its 

independence to some degree, though unlike a holding member, it will remain an independent business 

organisation and its management and financial policies will not be affected. One of the biggest benefits of 

clustering is that it ensures tough competition among the clustered companies, which fuels productivity, 

E. Baratashvili, N. Dzidzikashvili, N. Nadareishvili, J. Zarandia, K. Tsimintia. "Regional Strategies - The Basis for the Country's Development". Georgian 
Economy, scientific-analytical magazine, No.3, 2008
E. Baratashvili, N. Dzidzikashvili, N. Nadareishvili. "Tech-park - Catalyst for Innovation". Business and Management, No. 2, 2010.
E. Baratashvili, N. Dzidzikashvili, N. Nadareishvili. "Revisiting the Problem of Tech-park Development". Economy, No.1, 2011
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innovation diffusion and motivation to grow and expand. Another important advantage is that clusters 

provide sustainable employment. Innovative technologies usually lead to job cuts in non-clustered 

companies. Clusters, in contrast, try to avoid dismissals and prevent their qualified personnel (whose training 

and development cost them a lot of money) from moving outside a cluster by relocating them - a process 

known as "outsourcing" - to other clustered structures.  The clustering process cannot start in Georgia 

without the presence of strong competitive companies, as they will form the core of future clusters. Just for 

this reason, in every Georgian municipality such companies should be supported and strengthened to enable 

them to cluster in the future. Finally, clustering increases competitiveness by encouraging productivity and 

competition. 

3.2. Potential problems and challenges resulting from the proposed model

The so-called growth poles, also known as development centres (cores), are one of the main instruments of 

regional policy in developed countries. In practice, it means selecting and designating, on the basis of in-depth 

analysis, one or several areas in a stagnated region as potential growth poles. Afterwards, new investments 

will be directed just to these areas instead of being spread evenly across the entire region. 

As to economic centres (cores), they represent a combination of growth poles and key elements of the local 

economy.

The development of ecological-economic cores may face two main challenges. The impulse vector may 

change direction from backward regions, which really need assistance, towards well-developed ones, which 

will build economic links with propulsive industries of the growth poles. The other potential problem is that 

available resources (financial and labour) may be insufficient for the process. To avoid both problems, the 

development of economic cores should be carefully and efficiently managed and aimed at maximum effect.  

Under such circumstances, financial management is seen as the number-one priority, while labour resources 

and labour tools come second. In a market economy it is crucially important to manage financial resources 

efficiently.

The main conclusion from the above paragraphs is that for a country with such large economic disparities 

between different regions as Georgia the development of economic cores and growth poles seems to be the 

best and most relevant instrument of spatial development, from both the territorial and functional point of 

view. It is important to understand that a growth pole is not necessarily an industry, a region or a company, but 

also an economic sector, a specific economic activity, etc. For instance, the role of a growth pole can be 

performed by Keynesian mechanisms of economic regulation, such as increased government investment in 

such economic sectors that have a significant impact on other segments of economy. 

In short, anything that can encourage development processes in a considerable number of other segments of 

the social-economic system can be regarded as an economic core. Elements of an economic core are selected 

on the basis of market and non-market value- the growth of productivity and profitability, the rate of capital 

turnover, new employment opportunities, the increase of aggregate demand, etc. To select right elements of 

an economic core, it is essential to consider their significance and role in the production process. It is obvious, 

for instance, that in an era of declining natural resources the future of the technological progress will largely 

depend on the development of hi-tech sectors and companies.

.

E. Baratashvili, N. Dzidzikashvili, N. Nadareishvili, J. Zarandia, K. Tsimintia. "Theoretical Foundations of Clustering and Prospects of Their 
Development in Georgia". (Part I and II). Georgian Economy, a scientific-analytical magazine, No.6, November-December 2012.
R. Tevzadze, N. Nadareishvili. "Some Considerations about Economic Cores and Growth Poles". Social Economy, XXI Century Challenges, No.6, 
November-December 2012.
M. Svetovtseva. "The Management of the Development of a Region's Economic Core: Thesis for Ph.D in Economics". Voronezh, 2004
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3.3. The capability of  the proposed system to resolve the existing problems

Before looking into the problems of the proposed spatial and regional development system, it would be useful 

to describe the system itself once again. Key elements of the proposed system:

Ÿ the transition from the resource-based to knowledge-based economy and innovation-driven deve-

lopment

Ÿ  the region-specific development of different spatial models (functional, structural, and cluster)

Ÿ  the development of north-south population/transport axis, including the creation of new urban centres.

Along with the development of the proposed system, special structures and institutions should be created in 

the country to facilitate adaptation and implementation of the above mentioned models in different regions, 

taking into account their territorial and functional specifics. In our opinion, the new spatial development 

system should be built in accordance with a scheme given in Appendix 6. 

The above paragraphs and the scheme show that the proposed spatial and regional development system is 

perfectly positioned to address the challenges facing Georgia and its different regions. The innovation-driven 

development of different regions, and Georgia in general, should be based on technological platforms that 

fully match the country's scientific potential. These optimal technological platforms, which will lay the 

foundation for Georgia's sustainable development, should be identified under the guidance of the Georgian 

academy of sciences. 

Just on the basis of these platforms, and with the government's backing, business incubators and tech-park 

structures should be created en masse in Georgian regions. Afterwards, they will evolve into competitive 

clusters that will act as growth poles. We believe that the future of Georgian economy lies in restructuring and 

clustering. It means that the Georgian economic policy should be refocused from being centred on individual 

sectors to promoting inter-sectoral linkages (clusters), which will make the regions more competitive. 

The development of the north-south population/transport axis will stimulate economic growth and social 

development of the southern regions of Georgia - the required resources can be delivered from Adjaria 

through the Goderdzi Pass. The process will involve the construction of new north-south highways and new 

urban settlements along them. The development of such alternative transport infrastructure is especially 

important in the context of Georgian national security. The significance of an alternative transport network 

was underlined by the 2008 Russian-Georgian war when the fighting obstructed traffic at the main east-west 

highway and the only secure transport link between Adjaria and Tbilisi was via the south of the country. The 

new axis will also open up new opportunities for the social and economic development of Southern Georgia in 

terms of innovation and hi-tech technologies, as the region is home to unique basalt deposits. The 

technological platform for basalt extraction can become an economic core and growth pole for Southern 

Georgia, creating favourable conditions for population increase, settlement of ethnic problems through 

employment and education, and better living standards. 

The spatial development will serve as a strong incentive for other regions. The construction of a new seaport 

in Anaklia, in the Samegrelo-Zemo Svaneti region, and the development of respective industrial-logistical 

clusters around it will become a significant growth pole for the entire region. Its hinterland zone may extend 

as far as Samurzakano (Ochamchira district). It can have a huge synergetic effect on the Abkhaz-Georgian 

relations, since local Abkhaz residents will be able to benefit from the new employment opportunities created 

in this region by the clustering. 

Further changes in the country's spatial structure will occur after a new Silk Road becomes operational, 

prompting the Georgian government to upgrade the national transport infrastructure. First of all, it means 

that the country will have to build new railway and seaport networks, and related logistical hubs, in the 

Kutaisi-Anaklia area and create free industrial zones in Batumi and Poti.

It is also important to develop tourism-recreational and balneological infrastructure, i.e. tourism-

recreational clusters, in both the east and west of the country.
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4. Conclusions. Recommendations

4.1. Expected results of  the ongoing regional development reforms

Although Georgia became a member of the Network of Innovative Regions in Europe (IRE) recently, it has 

been rather slow so far to take advantage of the new opportunities offered by the IRE membership. To begin 

with, the country needs to develop an integrated program of social and economic development at both the 

regional and national level, including:

Ÿ  a regional socio-economic development strategy for a 15-20year period

Ÿ  spatial planning schemes, based on the national spatial development strategy, for a 15-20 year period

Ÿ  a package of regional socio-economic development programs for a 3-5 year period.

These long-term development programs will be instrumental in making the country fit in the global 

environment. It is this goal that impels Georgia to shift to the knowledge-based economy. Knowledge and 

innovation should become the chief principles of the Georgian national development strategy and the country 

should allocate not less than 10% of GDP to them in the first five years.

The development of the proposed spatial models in Georgian regions will spur their social and economic 

development, optimise the population distribution, and facilitate industrialisation and clustering processes. 

As a result, the regions will become more competitive and industrialised, and offer better employment 

opportunities and higher living standards.

Functional models. Expected benefits and results: logistical, agricultural-industrial and tourism-recreational 

zones and hubs, technopolises, tech-parks, investment platforms and industrial parks; special development 

programs for depressed and ecologically vulnerably regions.

Structural models. Expected benefits and results: growth poles, development corridors, cores and axes, 

including a new, north-south transport/population axis, agglomerations and core cities; a more optimised 

structure of the regional social sector (hospitals, multi-speciality clinics, schools, kindergartens, libraries, 

entertainment facilities, etc), the population distribution, and the transport network. 

Cluster models. Expected benefits and results:

Ÿ  discrete clusters (car manufacturing - Kutaisi, aircraft manufacturing/maintenance - Tbilisi, shipbuilding 

- Batumi and Poti, civil engineering/construction - Rustavi and Kaspi, on the basis of Heidelberg Cement - 

Georgia)

Ÿ  processing clusters (mining/metallurgical - Zestaphoni-Chiatura hub and Bolnisi, winemaking - Kakheti, 

sericulture - Telavi, nuts farming - Samegrelo, citrus farming - Adjaria, Guria and Samegrelo, poultry 

farming - Norio and Koda, livestock farming - Tsalka and Teleti)

Ÿ innovative clusters (basalt technology - Samtskhe-Javakheti, agricultural biotechnology - Tbilisi, 

education - Batumi, Kutaisi and Tbilisi, healthcare service providers - Tbilisi, Zugdidi, and Kutaisi, extracts 

- Tbilisi, Kakheti, Mtskheta-Mtianeti and Adjaria).

Tsqaltubo, Borjomi, Sairme and Akhtala offer perfect opportunities for the development of tourism-

recreational clusters, as they have rich balneological resources, while Bakuriani, Gudauri and Svaneti are the 

best places for skiing/mountaineering clusters. All these clusters are already evolving, hopefully not without 

due care and attention from the government.

4.2. Regional development prospects

According to the international classification, Georgia is a developing country in terms of economic level, 

though its intellectual, cultural, educational and scientific potential is still on a par with developed nations. 

Favoured by an advantageous geographic location and natural resources, Georgia has a good chance to 
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become a successful country with a thriving economy and robust social sector. But this will happen only if the 

government adopts a modern and efficient economic management policy, and in the absence of public apathy 

and disengagement. The success will also largely depend on the country's ability to achieve an optimal and 

well-planned spatial structure, diversify the population distribution scheme, select proper areas for new 

industrialisation and develop an efficient transport infrastructure.

By promoting the north-south population/transport axis, as an alternative to the main east-west transport 

corridor, the country will strengthen its national security, diversify its transport infrastructure and social and 

economic sectors, and facilitate the development of new territories along the proposed southern route. 

Due to the scarcity of land resources in the country, it seems reasonable to choose arid, desolate and mildly 

elevated areas, unusable for agriculture, as target zones for the proposed industrialisation projects, rather 

than the midland plains that suffer from the lack of arable soil. This will help prevent an unreasonable 

expansion of big cities and balance the urbanisation process with a well-planned ruralisation (urban-to-rural 

migration and support for rural communities). But the ruralisation process will succeed only if living 

standards in the countryside are not worse than they are in cities. Some villages in Georgia do have quite good 

living conditions today, but their number is still too small. We are confident that simply copy-pasting 

urbanisation models from other countries to Georgia without careful consideration and analysis will bring 

about disastrous consequences for the country, while ruralisation projects will reinvigorate its depressed and 

mountain regions. Besides, it is necessary to encourage and promote the development of business incubators 

to foster the growth of innovative small enterprises in the depressed regions. Also, new laws should be passed 

to create incentives, for instance tax exemptions, etc, for large business companies to open their regional 

branches and new enterprises in the depressed regions, giving priority to popular (traditional) economic 

sectors of these territories. 

Given the existing economic disparities between different Georgian regions, we think it would be more 

beneficial to build new enterprises, business organisations and economic sectors in select territories, rather 

than spread them chaotically across the entire country. The government should advise the companies about 

the priority areas for construction of new enterprises and all related matters (legal, tax exemptions, etc) on 

the basis of a strategic development plan, which should be prepared and endorsed beforehand. The plan 

should provide for the establishment of inter-sector linkages, industrial hubs, large territorial-industrial 

complexes and economic zones. 

It is essential to design such a sectoral and inter-sectoral structure of the national industry which will allow to 

make full use of the country's industrial potential. In particular, it should prioritise those economic sectors 

that rely mostly on local raw resources and are best positioned for competitive production (silico-

manganeese, nitrogen fertilisers, copper alloys, hydroelectric power, building materials, food and light 

industries). Most importantly, however, the emphasis should be laid on innovative products, such as modern 

basalt production technologies, extracts, robotech products, photonics, biotechnologies, pharmaceutical 

products (medications), software solutions, and internet technologies. And although all these are hi-tech 

products, they may well carry the "made in Georgia" label. To this end, the country needs to train professional 

personnel and build respective technological platforms and modern efficient hi-tech enterprises.

4.3. Implementation stages of  the proposed model. 
Necessary resources, regulations and responsible structures

The spatial modelling and regional development are two interconnected and mutually complementary 

themes, which require an integrated and systemic approach. 

The spatial modelling and regional development must be integral parts - and the central "pillars" - of the 

country's long-term social and economic development strategy. The strategy is to be created by the 

government - all ministries, various scientific organisations and experienced experts should be involved in its 

preparation. As to the country's spatial development strategy, it should be worked out by the ministry of 
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economy and sustainable development and its main parameters should conform with the long-term national 

social and economic development strategy. The ministry of regional development and infrastructure is more 

competent to produce a regional development strategy and documents related to the spatial development at 

the regional level, in cooperation with development agencies of respective regions. This strategy too must 

fully comply with the parameters and concepts of the long-term national social and economic development 

strategy. 

Stage I. What should be done:

Ÿ  Prepare a spatial development strategy with a detailed action plan, which will determine the main vectors 

of the population distribution and potential growth poles. 

Ÿ  Adopt special programs and respective laws/regulations to stimulate business development within the 

growth poles. 

Ÿ  Launch a nationwide startup assistance program (for business incubators, accelerators), offering them 

easy access to consultative services and financial incentives with a two-year monitoring period. 

Ÿ  The commission for innovations should devise, in cooperation with the Georgian academy of sciences, the 

most promising technological platforms for Georgia and ensure their successful institutional 

management in the future. 

Ÿ Plan and implement a special program to lay the groundwork for the nationwide development of 

innovative infrastructure, such as a technological university, technopolises, tech-parks and technological 

centres. 

Ÿ Create a nationwide network of specialised vocational education institutions and young technicians' 

associations, which will play a crucial role in providing qualified personnel for regional innovative 

enterprises.

Ÿ  Use instruments of the law on the mountain regions, once it comes into force, to support the existing urban 

and rural settlements and build new ones by creating new employment opportunities and other 

incentives. 

Ÿ The parliament must pass a new legislation on national- and regional-level strategic planning and 

forecasting.

Stage II. What should be done:

Ÿ  Adopt and implement antitrust and antidumping measures, tax incentives, PR and other programs to 

increase competitiveness of the country's companies and enterprises.

Ÿ   Identify and select growth poles to promote/develop economic cores in the regions.

Ÿ  Identify the leading companies and enterprises, i.e. those generating the lion's share of the total local tax 

revenue, in every self-governed city and municipality. The central and local governments must provide 

them with all kind of assistance to help them expand their operations and evolve into brand firms. For the 

following reasons, priority should be given to the most successful companies: a) to avoid spreading 

available resources too thin by trying to allocate them evenly among all economic actors, including those 

with dubious prospects for success; b) only successful companies have the potential to become "centres 

of gravity" for future clusters; c) only successful companies have the potential to become centres of 

innovation; d) the presence of successful companies in a cluster may stimulate other, weaker companies 

to learn from their experience how to better acquire new knowledge, increase competitiveness and 

attract professional personnel; e) new and weak companies will have to meet high standards set by a 

successful company in order to survive in highly competitive market place.

Stage III. What should be done:

Ÿ  Begin a nationwide clustering process around the most successful and competitive companies capable of 

becoming their "centres of gravity".

Ÿ  After the centres (cores) of a cluster materialise, direct the main efforts towards the development of its 

different layers (distributors, financial organisations, tax services, marketing companies, consultancies, 

etc) on the basis of a well-known concept often called Porter's diamond or rhombus.   It implies the "triple 

E. Baratashvili, N. Dzidzikashvili, N. Nadareishvili, J. Zarandia, K. Tsimintia. "Theoretical Foundations of Clustering and Prospects of Their 
Development in Georgia". (Part I and II). Georgian Economy, a scientific-analytical magazine, No.9 (118), No.10 (119), 2007.
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helix" form of cooperation between the government, academic circles, and business organisations, 

wherein the government's role is only to mediate and facilitate clustering.

Ÿ  Increase competitiveness of the newly emerged clusters at the municipal, regional and national level, but 

avoid trying to get the task done in a hurry because it will be ineffective - it may take more than a decade 

before a cluster becomes competitive. For instance, the famous Silicon Valley in California has grown from 

its humble beginnings to what it is now in a period of three decades.

Ÿ  Restructure the national economy, i.e. refocus economic policy from being centred on individual sectors to 

inter-sectoral linkages (clusters). Respectively, the national statistical service should also move from 

sectoral to inter-sectoral (economic cores) statistics. 

By and large, we are sure that the proposed spatial and regional development model, based on an efficient 

long-term implementation strategy and backed by the government's political will, can transform Georgia into 

a modern state with the population more or less evenly distributed across its territory, innovation-based 

economy, and high living standards, putting the country in the same league with similarly sized European 

nations.
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Appendices

Appendix №1. Population as of  01.01.2014 (thousands,%).

Appendix №2. GDP (gross VAT) by region.
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Appendix №4. 
From traditional resource economy to "knowledge" economy.

From traditional resource economy to "knowledge" economy
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Introduction 

Capacity development is defined as the process through which individuals, organizations and societies 

obtain, strengthen and maintain the capabilities to set and achieve their own development objectives over 

time.  This definition reflects the viewpoint that capacity resides within individuals, as well as at the 

organizational and enabling environmental levels. These three levels of capacity are mutually interactive and 

each level influences the other through complex co-dependency relationships. Consequently, capacity 

development interventions need to be addressed in a comprehensive way. 

Capacity development is a locally driven process of learning by leaders and institutions that bring changes in 

socio-political, policy-related and organizational factors to enhance local ownership for the effectiveness and 

efficiency of efforts to achieve a development goal. The organizational, also called institutional level of 

capacity development, comprises the internal policies, arrangements, procedures and frameworks that 

allow an organization to operate and deliver on its scope of work. Well-functioning organizational processes 

and systems are empowering organizations to manage resources, perform functions, achieve and sustain 

outcomes. 

Managing an organization requires three major resources: financial, physical and human. Among these three, 

the most critical resource is the people. Human resources is the most valuable asset in an organization, as it 

creates and implements policies, plans and transforms objectives into actions and outcomes. Success and 

failure of any endeavour is dependent on the skills of the people working in an organization.  People design 

plans, execute tasks, mobilize and utilize inputs and deliver results. They are the driving force of an 

organizational performance. Therefore, the successful development of any organization in public or private 

sector is dependent on the people involved.  It is, therefore, not surprising that human capacity and resource 

management and development issues have been widely discussed. The human capacity building and 

resource management is a crucial pillar in the development plans of most nations' and a driving forcefor 

growth of any country's economic development.

In light of new public management principles, many countries throughout the world have undertaken 

reforms that have aimed at increasing the efficiency and effectiveness of public sector. In this process, the 

increased focus was put on service performance and delivering outcomes on local levels of governments. The 

central part of these reforms, especially reforms related to decentralization, was human capacity building. 

Decentralization is a process of changing institutions for effective and efficient service delivery. Human and 

institutional capacity development is an integral part of the decentralization process and critical for effective 

institutional change. Decentralization as the process of management system modification and institutional 

transformation results in changing nature of work in public sector organizations. This requires new 

processes and tools for capacity building and a new emphasis on human capital management to support and 

improve the performance of public entities.

Decentralization brings the recognition that people need to be re-educated to fit into the decentralized way of 

thinking, management and local governance. Therefore, for successful decentralization and effective 

administration, building capacity of local government officials and administrations must be a priority.

In addition to demands put forward by decentralized systems, public management in general is becoming 

more and more demanding. The number and complexity of problems with which public officials have to deal 

is growing dramatically. Citizens increasingly require more responsiveness by local governments. The 

development of information and communication technologies, mass media and other means of mass 

UNDP, 2008. Capacity Development Practice Note
Lufunyo H., Decentralization and Human Resource Development; Documented Challenges in Local Government Authorities in Tanzania, 2015, p. 353 

Powell C; "A Leadership Primer"; 2011
Maher, A. and Bedawy R., Human Resources Management in Southeastern Asia's Local Government Case Study: Philippine and Thailand, 2014, p. 134
Antwi, K B., Analoui, F., Cusworth, J.W., Human Resource Development Challenges Facing Decentralized Local Governments in Africa: Empirical 
evidence from Ghana, 2014 

http://www.ijcrar.com/vol-3-6/Hussein%20Lufunyo.pdf
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communication are attracting more attention to local officials.This puts pressure on local self-governments 

and requires new skills in participatory strategic planning, program design and financial management to 

respond to growing citizen expectations and efficiency requirements.  Considering all of the above mentio-

ned, building human and institutional capacity is one of the major directions for a country that strives for 

effective and efficient service delivery of goods and services to respond to the needs of its citizens and solve 

the social problems faced by local communities. 

The goal of this policy paper is to research and analyse institutional and human capacity development 

processes and perspectives in Georgia, as well as to define major problems in each field and identify 

alternative solutions for them. As a result of this analysis, the research team will outline the best policy 

options and provide relevant recommendations for the Georgian government. The paper isdivided in two 

major parts. The first part identifies the problem definition for institutional capacity in Georgia, defines and 

describes three alternative options for addressing the problem, outlines a brief SWOT analysis for each one in 

order to compare and contrast strengths and weaknesses of each individual option. The second part follows 

the same rationale, starting with offering the problem definition in human capacity building, along with a 

brief outline of Georgian experience in the field, followed by three alternative options and SWOT analysis, 

concluding by an analysis and discussion of preferred options.

Methodology 

The policy paper applies quantitative research method of data collection through obtaining secondary and 

primary sources of information for the research. The team conducted thorough desk study including the 

identification of development cooperation frameworks for capacity development, analytical reports, 

scholarly articles, examples of countries from Europe and other parts of the world, and other pertinent 

sources on capacity development issues on sub-national level. Decentralization reform agenda of Georgia, 

strategy of the Ministry of Regional Development and Infrastructure, vision of the LEPL - 

"VanoKhukhunaishvili Center for Effective Governance System and Territorial Arrangement Reform (Center), 

were analyzed and technical assistance projects by donor community reviewed. Primary sources such as laws 

and regulations were used to analyze existing regulatory framework. In-depth interviews with stakeholders 

from governments were conducted.

1. Developments in Georgia 

Human and institutional capacity development has been an integral part of many programs and initiatives 

implemented at the central and local government levels with support of the donor community in Georgia. 

Sectoral assistance programs usually included capacity development components in order to ensure the long-

term impact and sustainability of the interventions. 

The Georgia's Socio-Economic Development Strategy "Georgia 2020" emphasizes the need for strengthening 

institutional capacity of public service at central and local levels in order to establish effective administration 

system and pave the way for inclusive economic development. At the same time, the Regional Development 

Program for 2015-2017 defined the human capacity development at the local level as one of the priority areas 

which should be implemented through the trainings and continuous education programs designed for civil 

servants at the local level.

The Government of Georgia has also taken important steps to support human capacity development in the 

civil service through establishing government agencies such as Zurab Zhvania School of Public 

Administration and LEPL - "VanoKhukhunaishvili Center for Effective Governance System and Territorial 

Arrangement Reform (Center),, which provide trainings for civil servants from central and local levels. 

UNDP, 2012; "Responding to Citizen's needs".6
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However, further need for human and institutional capacity development across the government agencies at 

both central and local levels has been repeatedly identified by various reports and assessments produced by 

international community and local think-tanks. The limited organizational and individual capacity has been 

identified as an obstacle to implementing regional development strategy and local self-governance reform in 

Georgia. Strengthening the human and institutional capacity requires systematic approach to identify 

specific needs and requirements and planning interventions accordingly. 

2. Problem definition/institutional capacity 

Institutional capacities, as an instrument to optimize organizational, managerial and service delivery 

processes by the authorities both at national and sub-national level, are limited in Georgia. These impedes 

administrations to set and achieve development objectives over time, which play a prominent role in 

stimulating balanced, inclusive and sustainable development, poverty reduction, social justice, 

environmental sustainability and provision of equal opportunities to all. 

The lack of institutional capacities is felt in many fields at the local self-government level. For instance, in 

public finance management and fiscal decentralization field, since the local budget drafting process is not 

conducted based on comprehensive socio-economic development plans. In addition, transfer of the state 

property to municipalities has not been finalized yet,which impedes systemic and effective planning of local 

financial-economic policy. In fact, weak capacities of local authorities are often cited as a reason by central 

authorities for the limited transfer of competencies to LSGs and insufficient fiscal decentralization.

Service delivery capacity of municipalities and their ability to plan and act strategically is also limited in 

Georgia. While the Government of Georgia has adopted the regional development strategies and action plans 

for all the regions across the country, municipalities still lack capacities of developmentand implement their 

strategies and action plans. They do not either have local services standards manual or other guidelineson 

service provision. 

3. Institutional Capacity Development: Alternatives/Options

3.1. Establish Strategic Municipal Planning Guidelines 

Strategic Municipal Planning, also referred as Community Strategy or Community Planning, is a widespread 

practice in European countries. It enables local self-governments to better understand how to improve and 

tailor local services to the needs and aspirations of local people, as well as achieve better value for money. 

More importantly, strategic planning allows municipalities to promote economic, social and environmental 

well-being of their communities in a context of constant change. This is particularly relevant to Central and 

Eastern European countries, which have gone through significant economic and social transition over the last 

two decades. 

In the rapidly changing, complex and increasingly inter-dependent world, it is recognized that old approaches 

of ad hoc planning are no longer appropriate. If Municipalities are to address the aspirations of their citizens 

and respond to the wider challenges that they face, it is important to develop new planning approaches.

Therefore, establishment of strategic municipal planning has been defined as an important step in municipal 

development process. It has been integral part of theCoE's capacity development support to the local self-

governments in Central and Eastern European countries. The CoE was involved in running the pilot 
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programme in Georgia in 2008-2010, which supported three municipalities in Guria region (Ozurgeti, 

Lanckhuti and Chokhatauri) to develop Strategic Municipal Plans. The methodology for strategic planning 

was also developed and disseminated to all Georgian local authorities with the aid of the National Association 

of Local Authorities of Georgia (NALAG). 

However, the rollout of the program did not happen and the pilot initiative was not replicated countrywide. 

This might be explained by a number of reasons including: the lack of political commitment, especially in the 

changing political landscape, as well as limited financial, human and institutional capacity at central and local 

government levels. 

The GoG has recognized the importance of strategic planning at the municipal level by incorporating this 

concept into the new code of local self-government in Georgia. Under the code (article 54, provision 1), the 

executive branch of the local self-government (Mayor/Gamgeoba) is responsible to develop the social-

economic development strategy and action plan of the municipality and submit it to the representative body 

(Sakrebulo) for approval. However, the act does not provide any reference to the principles and procedures 

for preparation strategic documents. 

Taking into account the limited human capacities of the local self-governments in Georgia, as well as the lack 

of experience and planning culture at the local level, the government may consider introducing a unified 

framework for community planning countrywide. This can be achievedby establishing of planning guidelineს 

for the municipalities, which will outline the clear principles, procedures and steps in developing municipal 

strategic plans. The guideline can be adopted by the government decree and thus create a general framework 

for municipal planning in Georgia. The similar manual was already developed by the GOG for development of 

regional development action plans. The government decree # 1750 adopted on August 20, 2015, establishes 

clear principles, steps and procedures for the development of regional action plans and its subcomponents. 

In developing the manual, the GoG may rely on the work already conducted by donor community. E.g. with 

support of UNDP, within the framework of "Fostering Regional and Local Development in Georgia" project, a 

new manual outlining the methodology for municipal planning has been prepared and 22 municipalities have 

been supported to develop their strategic plans. The manual has been discussed with main stakeholders and 

received largely positive feedback. As a starting point, the UNDP supported manual may serve as a baseline 

document for national guidelines, which can be further extended and modified. In this way, establishment of 

the guidelines will not require additional resources and will be the most cost effective way. 

This practice exists in different countries. Scottish government adopted the Community Planning: Statutory 

Guidance based on the Local Government in Scotland Act (2003). The document ensures that there is a 

consistent understanding of what the aim of community planning is and how it is implemented throughout 

Scotland. 

Similarly, the Ministry for the Environment, Community and Local Government of the Republic of Ireland 

issued the Guidelines on Local Economic and Community Plansto create a common framework for the 

development and implementation of Local Economic and Community Plans in each Local Authority area. The 

guideline was developed on the basis of provisions of the Local Government Act (2001) and Local 

Government Reform Act (2014) of the Republic of Ireland. 

The Hungarian government and specifically, the Office for National Economic Planning created under the 

supervision of theMinistry of Economy also established a regulatory framework for local strategic planning in 

2014.  Other of the national guides on strategic municipal planning can be found elsewhere as it is a 

widespread practice in US, Canada and Australia. The CoE toolkit on community planning also proposes 

several examples and a model guidethat can be adapted to other countries.

http://www.gov.scot/Publications/2004/04/19168/35271#0
http://www.environ.ie/en/Publications/LocalGovernment/Administration/FileDownLoad,41988,en.pdf

https://www.palyazat.gov.hu/community_strategic_guidelines
Barati-Stec I. (2015). STRATEGIC PLANNING IN HUNGARIAN MUNICIPALITIES.Transylvanian Review of Administrative Sciences.Special Issue 2015, 
pp. 5-14 
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Establishment of Strategic Municipal Planning guidelines

Strengths

Opportunities

Weaknesses

Threats

Ÿ  Will provide a unified approach to strategic planning at the 
municipal level countrywide 

Ÿ  Will establish a baseline for comparing municipal practices 
across the regions 

Ÿ  Will be cost-effective, as the manual is already developed 
with donor support and will not requireadditional financial 
and human resources 

Ÿ  Will ensure establishment of strategic planning even within 
the limited human capacity at the municipal level 

Ÿ   Will serve as a learning tool for municipal servants and contri-
bute human capacity development 

Ÿ  Will establish the foundation for improved service delivery 
and value for money in the long run 

Ÿ  Will encourage inter-municipal cooperation and experience 
sharing 

Ÿ   Legitimation may take a long time 
Ÿ   May be met by resistance from the municipalities 
Ÿ   May take longer time and resources to become operational 

Ÿ   Political changes may postpone the adoption 
Ÿ   May contradict the decentralization principles 
Ÿ   Coordination of diverse stakeholders may delay the process

3.2. Introduce Performance Management as a tool for improving 
service provision at the local level 

The code of local self-governance defines a set of local services that should be delivered by municipalities 

within their exclusive or delegated competences. Those services have a direct and immediate effect on the 

quality of lives of local communities. Therefore, it is very important to ensure the high quality of service 

provision at the local level. Further, the quality of services also creates a favourable business climate and 

contributes to private sector development. However, unlike European countries, municipalities in Georgia do 

not have a unified municipal manual for service standards that outlines a set of guidelines on service delivery 

at the local level and defines minimum standards that should be met. 

Before the comprehensive standards are defined and operationalized, municipalities may consider using 

performance management as a method for improving the quality of municipal services. Performance 

management processes are increasingly used by national and local government in Europe to drive up the 

standard of services. The Council of Europe is promoting the improvement of services and delivering value for 

money through the development of performance management in local government.

While establishing a comprehensive, multi-level performance management system at the municipality level 

may require time and resources, which may not be available to municipalities, local self-governments may 

consider establishing a simplified version, i.e. establish performance management at the service delivery 

level. It will enable local self-governments to measure the quality of services and take corrective action. For 

this reason, municipalities will need to develop a set of performance indicators and collect the data to see the 

actual level of performance and how they might deliver better efficiency, effectiveness and value for money in 

specific services.

Performance information will provide municipalities with a basis for comparing their own performance in 

specific services with best practice and with performance in other municipalities. This will promote the 

culture of rewarding and sharing good practice and initiatives to drive up standards even further.

At the initial phase, municipalities may consider using performance management for the public information 

offices/one-stop-shop, which operate at the municipality level and offer various services to citizens. 

Various models of performance management system have been used by national and local governments in 

different countries. In Canada, the Ministry of Municipal Affairs and Housing implements the Municipal 
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Performance Measurement Program that provides a list of performance measures required from the 

municipalities. Municipal performance measures are authorized under the Municipal Act, 2001. 

In Welsh, local authorities are responsible to collect the data on an annual basis according to the pre-defined 

list of key performance indicators. The data is used to assess the performance of municipalities in delivering a 

wide range of services. 

The city of Baltimore in the USA introduced an innovative model called CitiStat, which is a data-driven 

management system designed to monitor and improve the performance of city departments in real-time. The 

system uses basic, inexpensive computer software to track the implementation of government performance 

indicators. This may include response times to citizen's letter, trash collection, snow removal etc. . Managers 

of each city department report to City Hall every two weeks to present their performance data and answer 

questions from the mayor's office. The mayor's office uses this data to identify underperformance and press 

for improvements.

Municipal Performance Measurement Program Handbook, 2007, 

Rushin R. and Perez T. (2007) The CityStat Model 

http://www.mah.gov.on.ca/AssetFactory.aspx?did=4873
http://gov.wales/topics/improvingservices/local-authority-service-performance/?lang=en

https://www.americanprogress.org/wp-content/uploads/issues/2007/04/pdf/citistat_report.pdf
Performance Budgeting in OECD Countries; OECD 2008
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Introduce Performance Management as a tool for improving service provision at the local level

Strengths

Opportunities

Weaknesses

Threats

Ÿ   Will create a foundation for quality service delivery 
Ÿ  Will encourage municipalities to improve service delivery at 

the local level 
Ÿ   Will increase citizen satisfaction in the long- run 
Ÿ Will create foundation for establishing comprehensive 

performance management system at the local leve

Ÿ  Will provide an opportunity to generate comparable data to 
assess quality of service delivery across municipalities 

Ÿ Will create competitive atmosphere and encourage 
municipalities to improve services 

Ÿ Will require additional financial and human resources to 
develop the guidelines 

Ÿ   Pilot testing and roll-out will take extended time 
Ÿ  May not become operational without corresponding human 

capacity 
Ÿ  Will require further development of organizational and human 

capacity for implementation 

Ÿ   May not generate sufficient political support 

3.3. Design a Manual on Programme Budgeting

Program budgeting, also referred as performance budgeting or product budgeting, represents the practice of 

developing budgets vis a vis the results orientation of public funds. It has been applied broadly by the 

European countries together with the principles of transparency in regard with the programmes, results and 

indicators promoting better understanding of decision making on expenditures, and efficiency in terms of 

measuring the results achievement by matching government services to the relevant expenditures, For many 

years, there has been a belief that expenditure allocation in the public sector did not respond flexibly to 

changing needs and priorities, and that resources were not being effectively used. Over time this has led to 

efforts to develop budgetary tools and concepts to improve the effectiveness and responsiveness of resource 

allocation, such as performance budgeting.

Compared to traditional, line item budgets, programme based budgeting aims to improve the prioritization of 

expenditure in the budget by supporting the allocation of limited government resources to those programs 

which are of greatest benefit to the community. It helps to ensure that the budget clearly reflects government 

priorities by defining objectives for which funds are being allocated more transparently together with the 

service levels anticipated for these activities.

Most of EOCD countries have been working on the introduction of performance budgeting and establishment 

of performance management system over fifteen years.   Introduction of performance budgeting in Denmark 13
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and Sweden were an offshoot of management initiatives and were developed in conjunction with medium-

term expenditure frameworks and top-down budgeting reforms, while in the UK comprehensive spending 

review to reallocate funding to key priorities to improve efficiency was the main trigger of the reform.  

Planning of the budgetary processes on the basis of program budget format does not have a longstanding 

historical record in Georgia, which has started to undertake the comprehensive reforms on introduction of 

program based budgeting in the public sector only few years ago. Based on the Budgetary Code adopted in 

2009, program based budgeting aiming at the improved efficiency and effectiveness of government 

expenditures was first introduced on the national level and pilot-tested in six ministries. 

Following the experience gained and amendments made to the methodology, preparation of the state budget 

on the basis of program budget format was rolled out at the national level in 2012, while autonomous 

republics and local self-government units introduced it only in 2013. Since the main advantage of program 

budgeting lies with a focus on outcomes, the reform aims at increased efficiency of public funds and improved 

service delivery on the municipal level too. Therefore, proper design of the programs and quality of 

performance indicators are crucial at both the budget planning and execution phases.

Supporting the existing methodology on PBB developed by the Ministry of Finance of Georgia, the "Guide 

Book for Finance Departments of Municipalities" was elaborated with the support of GIZ "Local Governance 

Programme" in 2014. This is a guideline for budget officers explaining existing regulatory framework, legal 

requirements and procedures to be considered in budget processes. However, both documents lack an 

explanatory approach and instructions for budget planners on how the programmes should be 

formulated,how the performance of the programmes can be measured and what are the criteria for good 

indicators.This information would allow and support municipalities to plan and execute their budget in line 

with their policy priorities and strategic plans, set key performance indicators and efficiently measure 

anticipated results. 

Therefore, the Ministry of Finance may consider development of the manual for budget officers, which will 

provide insights on programme based budgeting, detailed explanation of PBB and a practical guidance on 

how to proceed to enhance familiarization and understanding of budget preparation and execution. The UN 

issued such manual back in 1965 advocating performance budgeting "consisting of interrelated elements of 

programme structures, a system of accounts and financial management in line with the classification and 

measurement of efficiency". 

Based on the EC experience, development of such manual is highly recommended   on the phase of practical 

implementation of performance budgeting, as guidelines how to set objectives, indicators, management 

plans, can support government agencies to better correspond the challenges of setting performance 

measures and lead to a successful implementation of the reform. Croatia,  for example, developed a 

methodology for key performance financial and personnel indicators, which has been piloted and tested in 

several line ministries and state agencies. Poland is another example of the countries developing and 

adopting of new functional approaches like PBB manual. Slovakia   can also bereferred as a country that with 

the robust IT system, good methodology and committed government officials achieved success in the process 

of program budget implementation.

Since public finance sector reform cannot be accomplished in few years and with sporadic interventions, the 

MRDI together with the MoF can set aroadmap to the reformand select pilot municipalities in which the 

manual will be applied in the initial phase and roll-outed on a later stage across other municipalities and 

regions. 

Furthermore,MRDI may coordinate and facilitate capacity building of local public servants based on the 

http://www.odi.org/sites/odi.org.uk/files/odi-assets/publications-opinion-files/2035.pdf
http://europa.eu/agencies/documents/2013-12-10_guidelines_performance-budgeting_en.pdf
http://siteresources.worldbank.org/INTECA/Resources/WBperformanceBudgetingTEF.pdf
http://siteresources.worldbank.org/INTECA/Resources/WBperformanceBudgetingTEF.pdf
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manual designed by the MoF. The trainings provided for public servants on the effective use of themanual can 

be designed and delivered with the support of Budget Departments of the MRDI and MoF. 

This recommendation will be also reflected in the section on Human Capacity Building Alternatives/Options 

under the section on "Improving the Training System". 

Design a Manual on Programme Budgeting

Strengths

Opportunities

Weaknesses

Threats

Ÿ  Will create simplified framework of budgeting process 
Ÿ Will provide clear and detailed guidance throughout the 

process of municipal budget planning 
Ÿ  Will ensure establishment of program budgeting even within 

the limited human capacity at the municipal level 
Ÿ  Will lead to better understanding of regulatory framework and 

requirements of the budgeting process at the municipal level 

Ÿ Will support the trainings and capacity improvement 
measures for municipal budget officers

Ÿ   Will ensure better alignment between budgeting process and 
policy planning 

Ÿ Will requirefinancial and human resources to develop the 
manual

Ÿ May not be applied by all municipalities unless being an 
officially approved guideline

Ÿ  Insufficient ownership over the manual development by the 
Ministry of Finance 

Ÿ   Lack of coordination between MoF and MRDI

4. Problem Definition Human Capacity Development

Georgia has undertaken several waves of reforms to transformits public sector management and decentralize 

the government. The GoGdoes not have a long history of having local self-government administrations. 

Institutions of local governance are relatively new in Georgia. Throughout years, the governance was 

centralized and local bureaucracy has been a part of this centralized system. Therefore, they did not have 

much opportunity to develop and mature. As a result, the human resources in many local governments are 

often weak. There is a lack of appropriately trained and skilled personnel. Staff has little real knowledge in 

management and public administration, and in some cases, low commitment to work. In addition, 

government might lack relevant resources to adequately train them. It should be recognized that the shortage 

of skilled staff and competent human resources on the part of local authorities has generally contributed to 

the centralization of public services.

The current capacities on local level are one of the major impediments in promoting the further development 

of our country. The lack of real decentralization and limited capacities hinder the local authorities to identify 

and advocate for their needs, and design solutions for socially important issues in their respective areas. 

Local governments have limited capacities in planning, budgeting, managing or delivering services to their 

constituency. Due to weak capacities, municipalities were on the verge of failing or were actually failing the 

implementation of the tasks assigned to LSGs according to Georgian legislation, i.e. designing municipal 

development plans, developing spatial plans, providing programme budgeting, etc.

In addition, it is challenging for local municipalities to identify andanalyse their organizational or human 

capacity development needs accordingly; they do not have an effective human resource management system 

in place. When it comes to trainings that are aimed at improving skills and building human capacity, the 

quality of the trainings provided by training-providers in the majority of important training areas is not that 

high.   One of the reasons behind these weak capacities was the fact that there was no systematic approach to 

municipal civil servants training. 

UNDP, 2012, 
UNDP, 2012, 

http://www.ge.undp.org/content/dam/georgia/docs/prodocs/GE_UNDP_DG_Prodoc_regional_Governance.pdf
http://www.ge.undp.org/content/dam/georgia/docs/prodocs/GE_UNDP_DG_Prodoc_regional_Governance.pdf
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5. Human Capacity Building Framework 

Georgian government has acknowledged that the empowerment of local authorities and effective 

implementation of the regional policy requires intensive capacity building of regional and local authorities.

In 2012, GoG adopted a Decree #1182 (approved on 18 June 2012), which established a new mechanism for 

training of local public servants. In light of decentralization reform, the project proposed a system for capacity 

development of LSGs. The decree envisaged the establishment of a training system as per the governmental 

legal acts. The implementation of this mechanism was mandated to Vano Khukhuneishvili Center. One of 

themajor roles of the Center is to provide analytical and expert support to the MRDI in different areas related 

to the local self-government reform and regional development. Particular accent was placed on promoting 

Center's function of supporting the capacity development of regional and local authorities.

According to 2014 Action Plan, three major priorities were determined for the Center

1.   Develop the capacity of local-self-governments and the governor's institute 

2.   Support the Ministry of Regional Development and Infrastructure in the process of decentralization 

3.   Promote institutional development of the Centre.

Based on these priorities the Centerhas trained 1600 civil servants from LSGs, MRDI and State Trustees - 

Governors' Administrations in 2014. Trainings were conducted in the areas of project management, 

fundraising, communications, citizen customer service, strategic planning, human resource management, 

public procurement, legal principals of local self-government, etc.

In 2015, the Center has trained up to 1700 civil servants of LSGs, MRDI andState TrusteesGovernors' 

Administrations.Trainings were conducted in the different areas such as Citizen Participation in Local Self-

governance,Communication Strategies, Administrative Proceedings, Development of Statistical Databases, 

State Procurement, Management of the Non-Commercial (Non-Profit) Legal Entities and Municipal 

Enterprises, Property Management, Spatial-territorial Planning, Construction Supervision, Strategy and 

Action Plan Development, Priority Definition and Risk Assessment, and others. 

Within the scope of its work, one of the Center's accomplishments for 2014 was the completion of their work 

on the concept for Continuous Training System of Local Self-Government Servants. The concept was approved 

by the Government by thedecree #959.

The aim of the abovementioned concept is to support the capacity building of civil servants, develop their 

relevant knowledge and practical skills in order to facilitate effective implementation of their responsibilities, 

and establish a flexible qualification improvement system.The concept of continuous training system of local 

self-government civil servants outlines responsibilities of the institutions involved in the system and the 

principles and rules of the system functioning. 

The concept defines the vision for efficient and sustainable system of developing human resources at local 

municipalities. The document defines the major principles, objectives and directions of continues training for 

civil servants, as well as outlines important institutional, organizational, legal, financial, methodical, and 

informational activities for establishing this system.   The concept is based on the "European Charter of Local 

Self-Government", which encourages CoE member states to create relevantenvironment for professional 

development of civil servants. 

Considering the above outlined brief analysis of the selected strategic documents, as well as activities, it is 

evident that the GoG already has a formulated vision and strategy in human capacity building for local self-

governments. Plus, Center has been very active in implementing major milestones of relevant action plans to 

Vano Khukhuneishvili Center for effective Governance System and Territorial Arrangement Reform, Annual Report, 2014 
Government of Georgia, Resolution№319, http://gov.ge/index.php?lang_id=geo&sec_id=381&info_id=42707
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achieve the establishment of adequate legal, institutional, financial and related frameworks for effective 

implementation of capacity building activities. 2014/2015have been also busy years for Center with 

implemented trainings for civil servants.

Before making any suggestions to expanding, reformulating, or changing any strategic directions, policies or 

priorities, we need to see at least some midpoint results of relevant action plans and frameworks. Therefore, 

the focus of the analysis presented below will be to offer more inclusive and diversified mechanisms,other 

than trainings,that can contribute to efficient and comprehensive capacity building at the municipality level, 

rather than tooffer designing new strategic documents and directions for institutionalizing capacity building. 

6. Capacity Building vs Training 

Notwithstanding the framework that country has developed, as well as capacity building activities that have 

been conducted, these efforts are confined to mostly trainings. However, human capacity development is 

much more holistic and inclusive approach and cannot be restricted to trainings only.

One of the common mistakes often committed by players in local governance capacity building is to associate 

capacity development totraining. Most capacity building activities include workshops, seminars and long or 

relatively short courses. Such activities encompass just a small portion of the capacity building if it is taken 

holistically. Training is the solution that is effective in addressing gaps in performance related only to skills 

and knowledge. Not any of the other performance factors such as incentives, motives, resources and tools and 

capacity can be addressed by simple trainings.

Capacity building encompasses training and all other forms of learning that enhance the knowledge, 

understanding and skills of individuals.

Table 1: Difference between training and Human Capacity Building (adapted from USAID) 

Training Capacity Building

An event

Follow-up with individual performers

Based on learner needs

Evaluated by individual performance

Focus on one or few individuals

Single type of performance solution

Training needs assessment

Results-oriented at participant level

Can be ad hoc

A process

Continuous measurement process

Based on organizational needs

Evaluated by organizational performance

Focus on systems approach to improve performance

Multiples types of performance solutions

Performance assessment

Results-oriented at organizational level

Must be systematic

trainings are also based on traditional approach of transferring knowledge and they sometimes are not based 

on real world problems and realities of local self-governments. Trainees have to deal with real organizational 

problems, and they need to have hands on experience.  

A holistic capacity building approach requires assessment not only of individual needs but also of available 

resources, policy environment, institutions, individuals and teams. It also requires assessment of the 

decentralization process and functions that are delegated to the local self-governments. To bring an example: 

USAID, Human and Institutional Capacity Development Handbook, 2010, 
USAID, Human and Institutional Capacity Development Handbook, 2010, 

http://pdf.usaid.gov/pdf_docs/Pnadt442.pdf
http://pdf.usaid.gov/pdf_docs/Pnadt442.pdf
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No matter how much training is done in the project management, if the local self-government does not have 

any power to initiate projects, or do not have access to resources to fund them, the resources and the time 

spent on the training will have been wasted. Public officials who have gained knowledge and skills, but they 

can't apply in their work will simply be leaving their jobs in rural areas to look for employment in urban areas 

of a country.   Another example would be the policy environment which is not enabling LSGs to accomplish 

their objectives. If the decentralization policy is not well designed in terms of goals, objectives, institutional 

arrangements etc., no matter how much funds are provided for its implementation, very little will be 

achieved. 

In a Georgian reality, it might be difficult to implement such a holistic approach, however it is possible to start 

the process by introducing more holistic tools, that have a greater impact on capacity building. Considering all 

the above mentioned, as well as limited resources and capacities available to initiate more holistic approach 

to capacity building, below are outlined three major directions that can contribute to developing more 

effective capacity building instruments and system for local municipalities. 

7. Human Capacity Building Alternatives/Options

7.1. Improve Training System 

Trainings can be used to accomplish mostly the goal of awareness-raising. However, if structured and 

designed appropriately, they can also build analytical capacity. If the training is based on interactive style, 

utilizing exercises, case studiesbased on real life scenarios, and other practical elements of teaching and 

learning, rather than traditional presentation - discussion style, it will more likely succeed in increasing the 

competences of participants. These types of practical exercises are mostly present in the experiential learning 

approach. These methods might also involve field studies, working on real world problems and solutions, and 

others. 

A few components can be added to trainings in order to improve the delivery as well as the results. Working on 

locally important social problems as projects, focused on an issue of a priority in a community, which 

comprises different set of activities, can be a promising option for effective training program and capacity 

building. A team of public officials can be put in charge of a specific project, for example: initiating 

infrastructural project for one of the local communities and assessing its impact, or analysing a policy 

proposal for solving one of the social problems pertinent to the community. This will provide individuals an 

opportunity - through a learning-by-doing experience - to develop their managerial and analytical skills in the 

course of the project. Throughout the process, additional training for transferring relevant skills and 

knowledge for accomplishing the project goals and objectives can be provided when and as necessary. 

In addition, the follow-up interventions can be conducted to support the application of the newly acquired 

knowledge and skills in the workplace. The follow-up measures may include development of individual action 

plans for participants at the workplace. The Anti-Fraud Office of Catalonia applies this kind of approach in 

Spain (Catalonia) when delivering ethics trainings for public servants. During the training course, 

participants start developing their own individual ethics plan and continue implementing them when they 

return to their workplace. At the follow-up trainings, participants provide an update on the implementation 

of their personal plans, discuss the barriers and challenges met in their workplace, share ideas and support 

each other in finding solutions.

Giorgi Melashvili, Interview, 02.10.2015 
UNEP, Ways to Increase Effectiveness, 2006, 
Ethics Training for Public Officials (2013).A study prepared by the OECD Anti-Corruption Network for Eastern Europe and Central Asia (ACN) and 
SIGMA, a joint EU-OECD initiative, principally financed by the EU, in cooperation with the OECD Public Sector Integrity Network. P.21 

http://unpan1.un.org/intradoc/groups/public/documents/un/unpan005783.pdf
http://www.unpei.org/sites/default/files/PDF/institutioncapacity/Ways-to-increase-effectiveness-SD.pdf
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Another way to improve the trainings and expand its scope is through a training of trainers. This approach can 

be used for preparing human resource managers. The Centerhas been already conducting trainings in HRM, 

so ToT can be utilized in this process in order to increase the scope and coverage of trainings. With ToTit is 

possible to achieve multiplier effect and ensure a regular supply of trainings in relevant fields. A team of 

qualified training and teaching staff can be established, which will consist of those public servants who have 

been already trained and proved to have the capacity to deliver trainings for the rest of the staff in their own 

municipalities, or these can be individuals from universities, training centres, and research institutions. The 

ToT will be an important instrument for ensuring that the increased demand for trainings, whichwill be 

spurred by the government policy (Continuous Training System) and the priority to increase the local 

capacity, can be met. 

The ToTscan be initiated and conducted using different strategies and methods. However, there are some 

common characteristics to this process including the importance of involving major players, identifying and 

developing partnerships with training providers, universities, and others.  At this initial stage, it will be 

important to identity training providers, who can provide trainings on the relevant subjects, as well as on 

trainer and facilitator skills. The Centeror the MRDI will need to identify representatives from local 

municipalities who can be trained on relevant subject matters and equipped with necessary skills to 

implement trainings in their respective municipalities. 

The Council of Ethics for Public Service of Turkey (CEPS) has been using the ToTapproachto deliver ethics 

trainings for public servants from central and local government levels since 2004. During the process, 

individual public institutions submit request to CEPStoprovide training for their own employees as trainers, 

who are obliged to deliver trainings in their own institutions. In response to the request, CEPS provides a 2-

day certified ethics-training programme for future trainers, who are selected based on their leadership skills 

and managerial status, and act as individual strategic partners to CEPS. According to the OECD/SIGMA report, 

the ToTis the most valuable approach from the sustainability perspective as it empowers institutions to 

deliver further training without external support. For example, the General Directorate for Land Registry and 

National Police Administration in Turkey are two leading institutions who participated in the ToT program, 

enhanced their own capabilities and have beenproviding trainings to their thousands of employees since 

then.

The Ministry for Information Society and Administration (MISA) of Macedonia has been also using the ToT 

approach to support the Public Administration Reform in the country andimprove human resources 

management approaches and systems in public institutions. 

The ToT approach was also applied by the Government of Serbia to improve strategic planning, policymaking 

and coordination of public institutions in Serbia. The General Secretariat of the Government of Republic of 

Serbia selected participants who formed the team of trainers who conducted trainings for civil servants in the 

field of strategic management in public administration bodies of Republic of Serbia. 

In addition to the ToT, existing trainings can be enriched by adding training modules on such important topics 

as participatory budgeting, or new initiatives and manuals that have been or can be designed for local 

municipalities, such as the manual on programme budgeting (recommended in the section on institutional 

capacity building), and others. 

such important topics as participatory budgeting, or new initiatives and manuals that have been or can be 

designed for local municipalities, such as the manual on programme budgeting (recommended in the section 

on institutional capacity building), and others. 

GIZ,Best Practices in Capacity Building Approaches, 2010, p. 18; 

Ethics Training for Public Officials (2013).A study prepared by the OECD Anti-Corruption Network for Eastern Europe and Central Asia (ACN) and 
SIGMA, a joint EU-OECD initiative, principally financed by the EU, in cooperation with the OECD Public Sector Integrity Network. P.44
Ministry for Information Society and Administration (MISA) of Macedonia 
General Secretariat of the Government of Republic of Serbia

http://prod-http-80-800498448.us-east-1.elb.amazonaws.com/w/images/8/80/Best_Practices_in_Capacity_Building_Approaches

http://www.mio.gov.mk/?q=frontpage
http://www.gs.gov.rs/english/aktuelno-2.html
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Improve the Training System

Strengths

Opportunities

Weaknesses

Threats

Ÿ Will strengthen the impact of trainings on building the capa-
city of public servants 

Ÿ Will contribute not only to gaining knowledge but also to 
intensive skills transfer 

Ÿ Will expand the scope of trainings by including more parti-
cipants and target groups through ToT

Ÿ  Will make the trainings more inclusive of all subjects pertinent 
to public service 

Ÿ  Will be cost effective, as it will be based on the existing system 
of trainings 

Ÿ  Will create an opportunity for enhancing technical expertise 
and expanding the pool of trainers in the field of local self-
governance

Ÿ  Will give an opportunity to MRDIto develop comprehensive 
training standards for training providers 

Ÿ As a standalone intervention might not have the highest 
impact on building the capacity of public servants

Ÿ  Training providers might have limited capacity to provide the 
quality training for trainers

Ÿ  Limited human capacity at the local level may impact the 
quality and results of ToTin terms of transferring skills to 
trainees 

Ÿ   Will be costly and labour intensive
Ÿ  Will not reach high numbers of public servants throughout 

regions 

Ÿ  Training providers might not be able to incorporate all the 
requirements in their curriculum 

7.2. Develop Mentoring, Coachingand Peer-to-Peer Education Programs

Mentorship, coaching and Peer-to-Peer education are the instruments for developing and building human 

capacity. As opposed to traditional training, mentoring supports not only the knowledge transfer from a 

mentor to a mentee, but it provides the opportunity to use the knowledge into practice. This process is sort of 

supervised by a mentor who can provide feedback and guidance in the process.  Effective mentoring 

programs support professional development and capacity building, which results in positive organizational 

development and institutional change. In a long run, this method also results in mentees taking mentorship 

roles for other mentees. 

A mentor's job is to provide capacity building through methods such as providing experiences, modelling, 

coaching and advising. Mentors share the stories of how to do it right based on their experience. They also 

share the stories about how they did it wrong. Both directions are important stimulus for learning and 

applying experiences. Mentoring results in continues learning, as this is not a onetime event and includes 

sharing information about ongoing events, past experiences, observations, etc. 

Mentoring program requires good structure and skilled staff to coordinate the mentorship process. Mentors 

should be paired with relevant mentees and this process needs effective matching and coordination. A 

mentoring coordinator position should be in place. This will be a person who will coach the mentor and 

mentee pairs to make sure that they have positive and productive relationships.

Mentors can be selected from universities and research institutions, as well as training centres. The GoG can 

create a community of mentors, who have relevant experiences and knowledge in local self-governments. It is 

important to consider the incentives' package that will be offered to mentors to attract them to this program. 

Mentorship requires time commitment, however it is not necessary that the mentor is physically located in 

the region where mentee is. Regional proximity is important, however mentorship through the means of 

phone, skype, are as effective as on site mentorship. This will save the resources, as well as will require less 

financially burdensome incentives for mentors, and usually financial incentives have a risk of attracting 

wrong type of people to the program.  One of the weaknesses of this method is that it can be very time 

consuming and resource intensive.

GIZ, Best Practices in Capacity Building Approaches, 2019, p.19, 

USAID, Good Practices in Leveraging Long Term Training for Institutional Capacity, 2014, p. 24, 
; 

USAID, Good Practices in Leveraging Long Term Training for Institutional Capacity, 2014, p. 26, 
; 

GIZ, Best Practices in Capacity Building Approaches, 2009, p.19, 

http://prod-http-80-800498448.us-east-1.elb.amazonaws.com/w/images/8/80/Best_Practices_in_Capacity_Building_Approaches

http://www.aplu.org/library/good-practices-in-leveraging-long-term-training-for-institutional-capacity-strengthening/file

http://www.aplu.org/library/good-practices-in-leveraging-long-term-training-for-institutional-capacity-strengthening/file

http://prod-http-80-800498448.us-east-1.elb.amazonaws.com/w/images/8/80/Best_Practices_in_Capacity_Building_Approaches; 
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Coaching and peer-to peer education are two other ways to provide individual support for capacity 

development. While mentoring usually offers a holistic approach, i.e. it focuses on empowering individuals to 

build insights, self-awareness and unique ways of handling issues, coaching provides targeted support and 

helps individuals develop specific skills and behaviors. It is a short-term relationship lasting until 

theindividual acquires the skills and behaviors sought out. In this way, it might be less costly and more results-

oriented compared to mentoring. 

Peer-to-peer education might be another option along with coaching. Peers help each other to solve locally 

important problems. Peer to peer education is especially effective when peers face similar challenges. This 

method leads to continues learning process and results in innovations. In peer-to-peer education, those peers 

who experience similar challenges get involved in permanent problem solving, which is effective in 

identifying various options for solving problems. 

Peer to peer education leads to the formation of local or regional networks, which also helps to build local 

project teams to solve a particular problem. 

Various government departments in the US, UK, Australia, Canada and New Zealand have implemented 

mentoring programs. In Australia, the Office of Public Service Merit and Equity in the Queensland 

Government initiated mentoring/coaching cells for small groups of managers to share and learn with and 

from each other. The program led to an important organizational change through the establishment of the 

mentoring networks, which provide ongoing support and information sharing among managers in different 

departments of the public service.

Similarly, in the United Kingdom, the Public Service Leaders Scheme offered mentorship for middle and 

senior managers in the public service. Some of the important outcomes for mentees included improved 

leadership skills, increased self-awareness and confidence, and a broadened perspective on work. 

In Canada, the Public Service Commission of the Province of PEI designed a formal mentor program for public 

servants to improve individual and organizational performance of the public service and build internal 

capacity in support of the human resource plan. The mentoring was one of the eight strategic actions designed 

to increase employee engagement, move towards performance excellence, and assist in succession planning 

by developing leaders to ensure the ongoing delivery of government programs and services.

Similar examples can also be found in New Zealand Public Service (NZPS) where mentoring is a widely 

accepted tool to provide capacity development for public servants.  The Ministry of Social Development 

(MSD) of New Zealand also operates the Capability Mentors scheme to strengthen the capacity ofsub-

contractor organizations which provide social services on behalf of the ministry. For this, the Ministry 

provides grants to organizations to engage a Capability Mentor from the MSD Qualified Suppliers List, who 

will support organizations to complete an organizational capability self-assessment and/or develop an 

organizational capability development plan.

GIZ, Impact and Good Practices of HCD in TVET, 
Ehrich, Lisa C. and Hansford, Brian C.(2006) Reflections on a leadership development program for Queensland public sector managers. Leading and 
Managing12(1):p. 1-15. 
Ehrich, Lisa C. and Hansford, Brian C. (2008) Mentoring in the public sector. Practical Experiences in Professional Education, 11(1). p. 1-58

Bhatta, Gambhir(2003). 'Hands up': Mentoring in the New Zealand public service

https://www.giz.de/akademie/de/downloads/Impact_and_Good_Practices_of_HCD_in_TVET.pdf

http://www.gov.pe.ca/psc/index.php?number=1034329&lang=E

https://www.msd.govt.nz/about-msd-and-our-work/work-programmes/investing-in-services-for-outcomes/capability-mentoring.html
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Develop Mentoring and Peer to Peer Education Program

Strengths

Opportunities

Weaknesses

Threats

Ÿ Will be effective in transferring skills and increasing capacity 
of public servants

Ÿ Will be based on individual and organizational needs and 
tailored to specific requirements of a local municipality

Ÿ  Will provide an opportunity to learn by doing and find practical 
solutions to practical problems through the process 
supervised by an experienced mentor 

Ÿ Will provide more targeted and tailored capacity building 
instrument 

Ÿ  Will support the establishment of project teams or networks 
for solving locally important problems (inter- municipal 
cooperation) 

Ÿ  Will give an opportunity to MRDI to strengthen connections 
with academia and training centres

Ÿ  Will require mobilization of qualified human resources and 
subsequent financial incentives 

Ÿ   Will be costly, time consuming and labour-intensive 
Ÿ  Might not reach a large audience and limit the number of 

participants 
Ÿ  Might not be possible to identify experienced and qualified 

mentors for the program
Ÿ   Matching mentors with mentees and training them might not 

be effective because of the lack of experience in mentorship 
programs 

Ÿ  Mentor and mentee system in local self-government might be 
perceived more like a teacher/student relationships, which 
might decrease the support of the program by local 
municipalities 

7.3. Establish LSG E-Academy 

To ensure continues learning opportunity and holistic approach to capacity building the GoG could consider 

developing an electronic platform for the exchange of knowledge and expertise about the locally important 

topics and promote the development of relevant competences of local public officials. The e-learning 

programs and services focus on individualized teaching and learning. The Vano Khukhunaishvili 

Center'sfocus is to ensure that local self-governments take leadership over their own capacity building 

initiatives. E-learning provides self-directed and independent way for continues learning and capacity 

building. 

E-platforms usually include online courses, discussion forums, web conferences and virtual workspaces. 

The e-learning is a cost and time saving method for human capacity building, as it can cover geographically 

dispersed focus groups and there won't be a need for travel and other logistical costs especially for 

mountainous and remote communities.  With electronic systems, it is possible to design training and 

workshop materials in an electronic format, or use the existing trainings and transform them into modern 

formats accessible online.

The MRDI cancreate E-Academy, which can be accessible for all LSGs. The E-Academy will have online courses 

in the fields that are determined as essential by the public officials for better service delivery. This E-Academy 

can be also used to prepare public officials for the certification exams.

The E-Academy will be an e-learning website that offers three major categories of online resources for 

capacity building: 

1.  Online courses with relevant lecture scripts and handouts. The online courses will be free of charge. 

However, there is a possibility to have courses that require fees, which can be covered by local 

municipalities or subsidized by central government. 

2.  Online certification courses. The Website will also need to have a capacity to manage certified courses 

with e-exams and e-tests. This can be used for any type of mandatory certification, or in general, for 

certified courses. Civil Society Institute is a good example of an organization that offers certified courses 

on their e-learning website. 

GIZ, Impact and Good Practices of HCD in TVET, https://www.giz.de/akademie/de/downloads/Impact_and_Good_Practices_of_HCD_in_TVET.pdf
http://e-learning.ge/
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3.   Video Conferencing capacity, which can be used for online trainings and online mentorship. This will be 

a cost-effective way for holding meetings, carrying out trainings, etc. This way government can save on 

high travel expenses and reach out to more public servants. Local municipalities from every location 

with an Internet connection will have an opportunity to benefit from this online video conferencing 

trainings. 

The use of ICT provides important opportunities for sharing and disseminating information among local 

municipalities or other actors. E-learning provides platforms for self-directed studies and interactive 

learning. In addition, they serve as a great tool for networking and establishing strategic relationships. Many 

countries have acknowledged this fact and have integrated the use of ICT in their approach.

E-learning is a very important component of professional development in Poland. For example, Poland's 

public sector has been providing training for civil servants in the principles of equal opportunities using e-

learning resources.

Furthermore, trainings on ethical questions including the Code of Ethics of the Civil Service for civil servants 

were held in public offices using e-learning method. In some fiscal inspection offices, E-learning trainings for 

civil servants were dedicated to the subject of "Corruption in public administration".    The Ministry of Foreign 

Affairs of Poland initiated the development of a specialist e-learning training dedicated to preventing 

corruption in the Ministry. 

China is another good example of a country introducing e-learning as an important tool for providing on job 

training for its civil servants.China has the experience of establishing government universities on line. For 

instance the Shanghai official on-line (http://www.shgb.gov.cn/). The main technologies of the system are 

Linux or Unix/windows server, java language; and the databases are oracle or SQL-server. 

Taiwan has been also using e-learning tools for training its civil servants. E -learning website offers online 

learning materials, classroom recordings, as well as discussion forum for civil servants. 

Turkey is also a good example where several public bodies apply e-learning tools to develop the capacity for 

public servants and convey the message to the broad audience. Namely, the National Police Administration, 

the Ministry of Education and the Council of Ethics for Public Service has been using online trainings to public 

servants over the last several years.

GIZ, Best Practices in Capacity Building Approaches, 2009, P. 22, 
; 

OECD, Poland Follow up to the Phase 3 Report and Recommendations, 2015, p. 26, 

OECD, Poland Follow up to the Phase 3 Report and Recommendations, 2015, 

Yang,R, and Ruan, J, The E-Learning System Used in the Civil Servants' Job Training, 
Hybrid Learning: 4th International Conference, ICHL 2011, Hong Kong, China 

Ethics Training for Public Officials (2013).A study prepared by the OECD Anti-Corruption Network for Eastern Europe and Central Asia (ACN) and 
SIGMA, a joint EU-OECD initiative, principally financed by the EU, in cooperation with the OECD Public Sector Integrity Network. p.44

http://prod-http-80-800498448.us-east-1.elb.amazonaws.com/w/images/8/80/Best_Practices_in_Capacity_Building_Approaches
http://eige.europa.eu/sites/default/files/documents/study_on_gender_training_in_the_eu_mapping_research_and_stakeholders_engagement_-
poland-_country_profile.pdf

http://www.oecd.org/daf/anti-bribery/Poland-Phase-3-Written-Follow-Up-Report-ENG.pdf

http://www.oecd.org/daf/anti-bribery/Poland-Phase-3-Written-Follow-Up-Report-ENG.pdf
http://dl.ifip.org/db/conf/i3e/i3e2007-2/YangR07.pdf

https://books.google.ge/books?id=emOrCAAAQBAJ&pg=PA291&lpg=PA291&dq=training+of+civil+servants+e-learning&source=bl&ots=z-
etQFIXje&sig=mm7I3V3ThFBO-
dTKUB4w2h7iQCM&hl=en&sa=X&sqi=2&ved=0ahUKEwjh04Sx36bKAhWLaxQKHRK5AL0Q6AEIOTAG#v=onepage&q=training%20of%20civil%20se
rvants%20e-learning&f=false

44

44

45

45

46

46

47

47

48

48

49

49

50

50

268



Establish LSG E-Academy

Strengths

Opportunities

Weaknesses

Threats

Ÿ  Will have the most widespread coverage; 
Ÿ  Will be most cost-effective; 
Ÿ  Will have the capacity to provide platform for other capacity 

building activities such as: on-line consultations, mentorship, 
and others; 

Ÿ Will be a platform for administering any certification exams 
that might be required by MRDI or other public agencies for 
public servants in LSGs;

Ÿ Will be a great tool for MRDI to use when introducing new 
guidelines, manuals to local municipalities by creating on-line 
courses;

Ÿ  Will give an opportunity to municipalities to manage their own 
training process and take an ownership over their capacity 
development; 

Ÿ Will contribute to promoting fast and effective information 
sharing process among municipalities, as well as between 
MRDI and municipalities. 

Ÿ

Ÿ  Will provide opportunities for establishing online forum where 
public servants will share their experiences; 

Ÿ Opportunity to establish more connection among various 
municipalities (Inter-municipal cooperation).

Ÿ  Municipalities might require trainings on how to use this 
system;

Ÿ  Some municipalities might have issues with accessing the 
system because of connectivity and internet access; 

Ÿ  The self-directed study might not be effective in Georgian 
environment, since it is not a common practice. 

Ÿ  Might create tensions with training providers. Since trainings 
will be available online, local municipalities might be 
reluctant to utilize services of training providers.

Conclusion

The paper presented the analysis of the perspectives for strengthening local self-governance and promoting 

effective regional development policies in Georgiathrough institutional and human capacity development at 

the sub-national level. As one of the major pillars of socio-economic development of a country, institutional 

and human capacity building require the establishment of relevant legal, financial, and organizational 

frameworks, as well as tools and instruments for developing qualified human capital and building effective 

institutions at the local level. Based on the rigorous desk review, analysis of best practices, SWOT and other 

research methods, the team has defined policy options for remedying problems identified in institutional and 

human capacity development in Georgia and for promoting more effective governance at sub-national level. 

Below are presented the results of this research in the forms of two preferred options and recommendations 

for government action in two respective areas of institutional and human capacity building.

Preferred option for Institutional Capacity

As the first section outlines, institutional capacity development involves complex facets of tools ranging from 

organizational-managerial instruments down to service delivery processes at the municipal level. 

Government of Georgia has introduced several reforms to support the institutional strengthening of local 

authorities. However, systemic nature of those interventions can be strengthened and more holistic approach 

to the options outlined in the section can be recommended. Besides the interventions proposed in this paper, 

the GoG may also apply other initiatives or extend the ones presented in thispaper. 

Based on the SWOT analysis, establishment of strategic municipal planning guidelines would be the most cost 

effective way for the government as there is already a draft manual developed with donor support, which can 

be extended andupgraded if necessary. Moreover, the manual was prepared with intensive stakeholder 

engagement and was followed by a wide public discussion, which created a foundation for acceptance from 

the side of municipalities and wider public. As a result,the adoption of the manual is expected to be smooth 

and save the GoG'sefforts and resources for public awareness raising and stakeholder engagement. In 

addition, 22 municipalities have already applied strategic planningas a pilot initiative.Thus, there are already 
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somelessons learned which will be very helpful in the rollout phase of the initiative.Overall, adoption of the 

strategic municipal planning manual is the best way to be followed among the presented alternatives. 

Preferred Option for Human Capacity

As it was outlined in the section on Georgian experience, it is evident that there have been made important 

steps towards establishing a framework for human capacity building at local level. The directions and options 

outlined in this paper represent the attempt to diversify and intensify the existing tools that government has 

been using to ensure ongoing and effective human capacity building. All options provided in this section are 

beneficial and will result in more holistic approach to capacity building, and therefore, ensure not only 

transfer of knowledge but the skills of using the knowledge in practice, which will have a greater impact on 

capacity building at local level. There are other programs and directions, besides the ones outlined above that 

have not been discussed here, and could have been identified as alternative options. However, considering 

limited resources and the stage of development of human capacity in Georgia, the above outlined options can 

be considered as more complementary to existing government policy, and could have a greater impact within 

the current scope and span of capacity building activities in Georgia. 

Based on SWOT analysis, E-Academy is the most cost effective, as compared to trainings and mentorship, as it 

requires less financial and human resources. Although, the technicalities involved in setting up this tool might 

make this option more costly than improving the trainings, the cost of trainings increases when it comes to 

reaching higher numbers of municipalities and civil servants throughout all regions. E-Academy is also most 

effective in offering more diverse opportunities for trainings and capacity building tools, as this can be a 

platform for online consultations with experts and gaining hands on experience from them, as well as an 

opportunity for creating a network of peers from various municipalities who can provide insights on how to 

solve similar local problems. In addition, this option is politically more acceptable, since it fits one of the 

priority directions of the government, which is to ensure continues training and learning, and support for 

local municipalities to take ownership and leadership over their own capacity building. The E-academy with 

all its services will be one of the best resources for local municipalities for continues learning, as well as one of  

the most efficient tools for self-directed study.
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Resume

According to the Charter on the Local Self-Governance, strengthening of the self-governance and democracy, 

as well as implementation of the decentralization strategy are the challenges which, if successfully resolved, 

will lead to the creation of a real self-governance system, increased democratic involvement in decision 

making processes, deepening of Georgia's integration with the EU, and a sustainable regional development by 

means of combining the resources. 

Considering currently available slim resources and lack of experience, it is of utmost importance for Georgia 

to strengthen the self-governance and the regional development systems. Regional cooperation for further 

development should be based specifically on the strengthened self-governance initiatives. 

Currently available own resources are insufficient for implementing such infrastructural or transportation 

projects within separate municipalities that would ensure their development. Besides, without coordinated 

activities and joint planning by neighboring municipalities, providing the population with access to various 

services and achieving economic development of the municipalities will not be possible. It is necessary to 

have a sound, effectively functioning system that will ensure the regional development through cooperation 

and partnership between municipalities, their associations, the State and the private sector. 

In order to achieve sustainable regional development, it is necessary to make an objective assessment of 

current system and regulations, as well as: identify the challenges, share foreign experience, reform the 

regional development system, institutionalize and develop a new strategy, and create favorable conditions for 

attracting local and foreign financial resources. 

Actual issues:

Ÿ Comparative analysis of the national and European practices and the respective financial instruments 

(including regional development funds, their characteristics and structure, management and application 

practices, their aims and efficiency); 

Ÿ European practices of funding the regional development, and its transformation experience - the path 

from an EU associated State to candidacy, and from candidacy to membership, as well as - experience of 

the member States, and the lessons learned for Georgia;

Ÿ  Optimization of the national instruments for funding the regional development: consolidation of strategic 

and operative possibilities; increase of synergy and effectiveness of various projects/programs; 

advantages of the effect of their mutual relations and coordination; access to the European instruments 

for regional development funding - short, medium and long term opportunities and prospects. 

Identified challenges: 

Ÿ A low level of fiscal decentralization and an insufficiently strong inter-municipality cooperation; The 

Central Government's dominant position in managing municipal finances;

Ÿ Managing the municipality designated finances by two different ways and mechanisms (through a Legal 

Entity of Public Law “the Municipal Development Fund” and the “Fund for the Projects to be Implemented 

in the Regions”), and with a low level of engagement and transparency; 

Ÿ Lack of a unified approach in the Central Government towards the regional development (the Regional 

Development State Strategy vs. Agriculture Development Strategy). Cooperation between the State 

agencies and regions in the process of elaborating a sectoral policy and working on the sector 

development plan lacks a systemized order and is not institutionalized; 

Ÿ Projects that do not have a regional nature might be financed from the “Fund for the Projects to Be 

Implemented in the Regions”. All processes related to the implementation and funding of the projects 

from the Municipal Development Fund are run solely by the Fund itself; 

Ÿ Project implementation practices by the Municipal Development Fund are not directly related to the 
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regional policy implementation in Georgia and the respective funding;

Ÿ  Municipalities and the private sector do not have ability to implement joint regional projects. There is no 

legislation on project implementation by the private-public sector cooperation; 

Ÿ  No differentiation on what services and works should be funded on the regional and municipal levels. Due 

to the lack of resources on the regional level, in case of urgent works, implementation of regional projects 

is complicated and delayed; 

Ÿ Low motivation for elaborating better regional policy documents by the municipalities and regional 

Governors' administrations, and for drafting more projects for this policy implementation. 

Opportunities:

Ÿ  Passing a legislation, which will specify the regional development system, competences, institutions and 

resources;

Ÿ  Considering territorial and budgetary arrangement specifics, by the law, and on the bases of the existing 

Funds, creation of an institution responsible for the implementation of the regional development strategy 

and/or the policy elaborated by the Government. This could possibly be a membership based (State and 

all municipalities) Legal Entity of Public Law. Elaboration and implementation of the regional strategies, 

as well as regional project planning, is ensured by the Region Development Center (a regional 

representation or affiliate of the Legal Entity of Public Law), within the competences given by the law and 

authorizations delegated by the Legal Entity of Public Law;

Ÿ  Development of a long term Public-Private Partnership between the State, associations of municipalities 

and private companies, and opportunities to attract additional resources. 

Recommendations:

Ÿ  Institutionalization of regional development - on the basis of the Municipal Development Fund, a Regional 

Development Fund as a Legal Entity of Public Law should be created with the participation/membership 

of the State and all municipalities. With the municipalities' involvement, the regional development 

strategy is defined by the Central Government, while the municipal development strategy is a 

responsibility of the local Government. Projects and programs for implementing the regional 

development strategy will be elaborated and implemented by the newly created Fund, serving as a means 

to ensure a dialogue between the Central and municipal authorities and to combine their resources. At the 

same time, considering constitutional frames, this will prevent various political interpretations about the 

regionalization and the regional development, as it will not have the form of administrative-territorial 

division and units. Regional development institutionalization should be based on the law and the 

competences of the Central and local institutions, as well as the policy development, implementation, 

monitoring and reporting systems, should be defined. Finances available in these two Funds of the 

Central Budget (the budgetary “Fund for the Projects to Be Implemented in the Regions” and a Legal 

Entity of Public Law - the Municipal Development Fund) will be directed towards the newly established 

Regional Development Fund, which will also be fed by revenues received from the municipal budget, 

donors and creditors. Activities of the Fund will be based on the principal of the members' equality and 

their engagement in decision making processes. At the same time, as an institution established on the 

basis of the law, the Fund will not be under the Government control and will be accountable to the 

Parliament and the Government by submitting periodic reports to them. 

Ÿ Development of inter-municipality cooperation - In order to consolidate municipal resources and 

experience, as well as to share European experience and get assistance, it is important to support and 

develop inter-municipality cooperation among Georgian municipalities and those in Europe, especially - 

the Eastern Europe. Support to inter-municipality cooperation and provision of minimal financial means 

increase the opportunities for getting financial support from European financial institutions aimed at 

promoting various directions of the development of regional economies, be that energy efficiency, low-

carbon economy or development of communal services and infrastructure. 

Ÿ Use of the opportunities provided by the EU Eastern Partnership projects and the Vishegrad Fund - In 

order to support the regional development and the self-governance, it is necessary to raise awareness in 
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the municipalities about these resources and opportunities, and to promote initiatives for such 

investment- and grant projects, where European institutions might also be involved along with the 

Georgian State. It is necessary to raise the activeness of the central Government and the municipalities in 

the Eastern Partnership projects, institutions and projects funded by the Vishegrad Fund. 

1. The current situation

Following from the Georgia-EU Association agenda, for the nearest future, it is a priority to implement the 

decentralization strategy in compliance with the Charter on the Local Self-Governance, and to strengthen the 

local governance in line with the European standards. This is a challenge, and tackling it successfully will 

determine both issues - creation of a real self-governance system and increase of democratic involvement in 

decision making processes, as well as Georgia's integration with the EU and establishing herself as a sound 

partner of the democratic States' family.

Forming the self-governance by passing the new Code on the Local Self-Governance, creation of new 

municipalities, formation of all municipal institutions by direct elections, as well as, handing a part of the 

revenues generated in the State Budget by the Income Tax to the municipalities - these are those important 

steps that have been taken to move forward in the self-governance reform implementation and to advance on 

the path of establishing a real self-governance. 

Along with the progress, some drawbacks and issues were also revealed during this short period of time that 

might have a negative impact on financial abilities of the self-governments and their level of independence.

Despite the readiness to pass some of the budget revenues generated by the Income Tax to the municipalities, 

the Central Government still maintains its dominating influence over the municipal finances. The largest 

portion of the municipal finances is managed by the Central authorities. This is done through transfers 

(targeted, special, capital transfers), the Fund Of The Projects To Be Implemented In The Regions, the 

Municipal Development Fund or reserve funds. Out of those, the most important ones are the Fund Of The 

Projects To Be Implemented In The Regions and the Municipal Development Fund. 

Establishment-strengthening of the self-governance with the current resources and experience is a very 

important task for the State, as, regional cooperation for development should be based on initiatives by 

strengthened municipalities. Not arguably, currently available own resources are not sufficient for carrying 

out development-ensuring infrastructural or transport projects within specific self-governed areas. At the 

same time, without coordinated activities between adjacent municipalities and a unified/harmonious 

planning, enabling population access to various services and ensuring economic development will not be 

possible. A proper, well-functioning system is necessary, that will lead to the regional (inter-municipality) 

development via partnership among self-governments, their associations, the State and the private sector. 

Putting the end to the State governance and implementation of the real self-governance on the places does not 

have a long history, starting only since 2010. Considering this, two levels of governance have been formed 

over the years: the State governance and the self-governance. Lack of the intermediate level resulted in non-

urban settlements seriously lagging behind in their development, making minimal services unavailable to the 

residents and causing a sharp decline of population size and a higher migration to urban settlements. 

Implementation of the real self-governance and achieving the regional development is only possible in case of 

having adequate economic resources necessary for carrying out activities of local importance. During a quite 

long period of time, despite the ownership and financial-budgetary rights of the self-governments declared in 

the respective legislative acts, real division of the State and the self-governance finances was still not possible. 

The self-governance finances are made from budgetary funds, as well as from the attracted loans and grants. 

The Georgian budget system does not provide wide authorizations to the self-governments for proper 

independence and autonomy. Considerable financial resources are directed to the local budget from the State 
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(Central) budget. The self-governments' own efforts and sources to ensure budget replenishment are: 

incomes received from the management and selling of local property, dividends from the municipal 

enterprises and revenues from administering local fees and taxes. 

The ratio between the municipal finances towards the GDP gives us understanding of the self-government's 

financial abilities and the regional cooperation possibilities. 

1.1. The Ratio of  Equalizing Transfers 
to the Nominal Gross Domestic Product

Year

2009

2010

2011

2012

2013

2014

2015

GDP/Equalizing transfer

Nominal GDP
Equalizing transfer

Nominal GDP
Equalizing transfer

Nominal GDP
Equalizing transfer

Nominal GDP
Equalizing transfer

Nominal GDP
Equalizing transfer

Nominal GDP
Equalizing transfer

Nominal GDP
Equalizing transfer

Note: 
Equalizing transfer - the sum of own budgetary revenues of all municipalities

17 986 000 000 
276 616 200 

20 743 400 000 
522 553 000 

24 344 000 000 
627 788 300 

26 167 300 000 
 721 459 000 

26 847 400 000 
750 296 100 

29 187 000 000 
776 141 900 

30663 800 000 
834 233 000 

1.54%

2.52%

2.58%

2.76%

2.8%

2.66%

2.72%

Amount/GeL %

1

2

3

4

5

5

5

5

5

6

7

8

9

10

http://www.mof.ge/4542
http://treasury.gov.ge/5188
http://www.mof.ge/4542
http://treasury.gov.ge/5210
http://www.mof.ge/4542
http://treasury.gov.ge/5232
http://treasury.gov.ge/5258
http://treasury.gov.ge/5370
http://mof.ge/4596
http://mof.ge/4742

 p.25
 
  pp.40,46
 
  p.40
 
 
 
 
 

1

2

3

4

5

6

7

8

9

10

The fiscal decentralization and handing over-distribution of the competences stipulate a stronger self-

governance on the one hand, but, this measure also stimulates inter-municipality, regional cooperation to 

resolve important issues by identification of common problems and with unified resources. Effective regional 

development is not possible without fiscal decentralization and under the domination of the Central 

authorities. With this respect, it is interesting to review the dynamics of the municipal-related public funds, 

and look at the ratio of the finances from the “Fund of the Projects to be Implemented in the Regions” to the 

total amount received by the self-governments, as well as to the amounts received as equalizing transfers. 

This comparison will give us an understanding on the decentralization, the State and municipality abilities, 

competences and their level of independence. 
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1.2.Composition of  the Municipal Finances

2009 Total amount received by the self-governments

Equalizing transfer

Targeted transfer

Special transfer

Financial aid

276 616 200

14 679 700

505 635 900

50 232 000

32.65%

1.73%

59.7%

5.92%

847 163 900 %

2010 Total amount received by the self-governments

Equalizing transfer

Targeted transfer

Special transfer

The Fund of Projects to be implemented in the regions

522 553 000

10 100 800

553 764 100

238 251 481.57

48.1%

1%

50.1%

22% 46%

1 086 417 900 %

2011 Total amount received by the self-governments

Equalizing transfer

Targeted transfer

Special transfer

The Fund of Projects to be implemented in the regions

627 788 300

10 253 100

569 109 100

396 914 200.04

52%

0.85%

47.15%

32.9% 63.2% 

1 207 150 000 %

2012 Total amount received by the self-governments

Equalizing transfer

Targeted transfer

Special transfer

The Fund of Projects to be implemented in the regions

721 459 000

12 031 100

493 666 000

428 860 581.82

58.8%

1%

40.23%

35% 59.4%

1 227 156 100 %

2013 Total amount received by the self-governments

Equalizing transfer

Targeted transfer

Special transfer

The Fund of Projects to be implemented in the regions

750 296 100

10 825 900

307 333 600

405 044 934.84

70.2%

1%

28.8%

38% 54%

1 068 455 500 %

2014 Total amount received by the self-governments

Equalizing transfer

Targeted transfer

Special transfer

The Fund of Projects to be implemented in the regions

776 142 000

11 144 000

268 280 000

363 914 853.09

73.5%

1.05%

25.4%

34.5% 46.9%

1 055 565 000 %

2015 Total amount to be received by the self-governments

Equalizing transfer

Targeted transfer

Special transfer

The Fund of Projects to be implemented in the regions

834 233 000

11 567 000

9 000 000

385 000 000

97.6%

1.35%

1.05%

45% 46.15%

854 800 000 %
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“The Fund for the Projects to be Implemented in the Regions” was created within the State budget in 2010, 

and its volume has an increasing tendency. At the same time, on the average, one-third of the municipal 

finances are not managed by the self-governments to execute their own authorities. Rather, they are disposed 

by the Central Government's decisions to solve local problems. Until 2013, there were no rules and criteria for 

managing the Fund, and it was ruled according to political or other subjective appropriateness. In its annual 

reports, the State Audit Service was pointing to this systemic malfunctioning, though, until 2013, there had 

been no adequate reaction from the Parliament or the Government. In 2013, this rule was approved by the 

Government Decree,  according to which, finances for the programs submitted by the municipalities are 

allocated from this Fund based on the Government decision. Despite the progress, the fact itself that the 

authorities retain considerable amounts of this Fund in the budget and the decision-making competence is 

kept with the Central Government, influences the level of financial independence of the self-governments. 

“The Fund for the Projects to be Implemented in the Regions” is the main mechanism for planning and 

implementing regional strategies, action plans, respective practices and result-oriented actions. Being a part 

of the State Budget, its volume is determined annually by the Ministry of Finances of Georgia. The amount of 

funds allocated for a municipality greatly depends on the municipality's population size. Selection of the 

projects to be financed from the Fund is carried out based on: the Decree N23 of the Government of Georgia 

from February 7, 2013, on “Approving the Processes and the Criteria for the Selection of the Local Governance 

and Regional Projects to be Funded by the “Fund for the Projects to be Implemented in the Regions”, and the 

Decree N1750 of the Government of Georgia from August 20, 2015, on “Approving the Regional Development 

Strategy Elaboration Guidelines”. 

According to February 7, 2013, Decree of the Government of Georgia, sums are allocated from the Fund for 

implementation of the self-governance and regional projects. A project is considered as regional, when the 

project implementation area or the obtained results cover two or more self-governed units. 

According to the Decree, the Fund can finance such projects which:

Ÿ  Comply with the development strategy of a specific region and the development program of the given self-

governed units (if applicable);

Ÿ  Address the following issues in the region: building-rehabilitation of roads, underground communication 

systems, curbs and sidewalks; water supply, water sewage system; rehabilitation of bridges; installment-

rehabilitation of street lighting; drilling of potable water wells and making water systems; sewage system 

and solid waste management; reconstruction/rehabilitation of residential and public buildings, and 

other infrastructural projects, as well as projects necessary for the self-government and regional 

development; 

Ÿ  Create new jobs; 

Ÿ  Increase public accessibility to and quality of transportation, healthcare, education, sports, culture, and 

dwelling-utility services; 

Ÿ  Ensure safe, ecologically healthy and reliable environment for the public; 

Ÿ  Improve the manufacturing-economic parameters of the self-governed unit; 

Ÿ  Need financial aid from the State for implementation; 

Ÿ  Do not mirror other organizations' programs and activities; 

Ÿ  Have been selected by population's maximum involvement on the proposal selection stage, and envisage 

their engagement in the project implementation process; 

Ÿ  Contain information about meeting with the local majoritarian representative regarding the project. 

Selection of the projects to be financed from the Fund has the following stages:

Ÿ  Based on the recommendation from the Government Committee for the Regional Development of Georgia 

(hereinafter referred to as “Committee”), determining priority issues of the projects to be financed from 

the Fund, 

N23 Decree, February 7, 2013, by the Government of Georgia on “Approving the Projects Selection Procedures and Criteria for Financing Local-
Governance and Regional Projects from the Funds of the Projects to be Implemented in the Regions Envisaged by the Georgian State Budget.” 
https://matsne.gov.ge/index.php?option=com_ldmssearch&view=docView&id=1842752&lang=ge

11
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2. The Regional Policy Implementation System 
and Its Funding Sources

The regional development policy in Georgia is being formed on the basis of the following normative acts: the 

Constitution of Georgia; the Georgian Law on the Self-Governance; “Georgia 2020” - a strategy for the social-

economic development of Georgia; the State strategy for 2010-2017 on the regional development of Georgia; 

the 2015-2017 regional development program of Georgia; and a statute of the State representative - the 

Governor. 

According to the State strategy for 2010-2017 on Georgia's regional development, when implementing the 

country's sustainable regional development State policy, the “Region” is defined as a functional-planning unit, 

representing the complex of administrative-territorial units and usually matching with the activity 

boundaries of Georgia's State plenipotentiaries - the Governors. Following the strategy objectives, the 

Autonomous Republics of Georgia and the Georgian capital - Tbilisi - are also considered as regions. 

Georgian Government has approved development strategy for nine regions of the country (Samegrelo-Zemo 

Svaneti, Guria, Imereti, Kvemo Kartli, Shida Kartli, Kakheti, Samtskhe-Javakheti and Racha-Lechkumi - Zemo 

Svaneti, Mtskheta-Mtianeti). 

According to “Georgia 2020”, regional development is given an utmost importance for achieving inclusive 

economic development, and the regions have the leading role in stimulating local economic processes. When 

implementing “Georgia 2020,” it is necessary that specific actions should ensure inclusion of the self-

governments and keep in mind their needs, complying with the development priorities of respective regions. 

Development policy of a specific region is determined by the respective region's development strategy which 

has been elaborated based on the Decree N936 of the Government of Georgia from May 14, 2012, approving 

the guidelines for the regional development strategy elaboration. The action plan for the implementation of 

the region development strategy (hereinafter referred to as “action plan”) is an integral part of the region's 

development. Action plan is a descriptive list of the projects to be implemented over the next three years' 

period, directed towards accomplishing the priority tasks that are identified by the region's development 

strategy. It combines mid-term expenses incurred in the regional development by the State authorities, 

municipalities, the private sector and international partners. Action plan is being elaborated based on the 

methodology approved by the Decree N1750 from August 20, 2015.

Preparation of the regional development action plans is envisaged by the Decree N59 from January 26, 2015, 

of the Government of Georgia, “On the Association Agreement between the European Union and the European 

Atomic Energy Community and their Member States, of the one part, and, Georgia, of the other part, and on 

implementation of the Georgia-EU Association Agreement Agenda on approving the 2015 National Action 

Plan”. 

The programs, projects and events for implementing the regional development policies are funded from the 

State budget (including the finances received from donor organizations), municipalities, with co-funding 

from the State agencies and municipalities, and within cooperation of private and public entities. The regional 

policy implementation might be funded from the State budget's following sources: the “Fund For Projects To 

Be Implemented In The Regions”, the “Municipal Development Fund”, and State appropriations considered in 

the State budget for various State agencies (ministry, legal entity of public law, company, the Reserve Fund). In 

the next year, the Fund for the Development of Mountainous Areas will be added to this list. 

2.1. The Fund for the Projects to Be Implementing in the Regions

A non-institutionalized financial source and the solely budgetary Fund - “The Fund for the Projects to be 

Implemented in the Regions” - was created on the basis of the Georgian Budget Code. Procedures for 

allocating the finances from the Fund are determined by the Central Government and the funds are 

distributed by the Government decisions.
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Ÿ  Providing information by the Ministry to the self-governed units and governors on the priority directions 

to be financed by the Fund; 

Ÿ  Preparation of the project proposal by the self-governed unit (in case of local governance projects) or the 

Governor's administration (for regional projects) in compliance with the approved format; 

Ÿ  Project approval by the Sakrebulo, or Sakrebulos for the cases of regional projects; 

Ÿ Submission of the project proposals to the Ministry of Regional Development and Infrastructure 

(hereinafter referred to as “The Ministry”);

Ÿ  Studying the submitted project proposal by the Ministry and determining its adequacy with the approved 

required criteria;

Ÿ In case of complying with the approved criteria, presenting the proposal by the Ministry to the 

Governmental Commission for the Regional Development of Georgia (hereinafter referred to as 

“Commission”) for their review; 

Ÿ  In case of the Commission's positive recommendation on the project proposal, submission of the draft 

order of the Government of Georgia on the allocation of sums by the Ministry of Finance of Georgia from 

the Fund to the self-governed unit or/and the governor, in order to prepare a full package of project 

documentation (hereinafter referred to as “Project documentation”) (it is possible to finance necessary 

costs for the preparation of project documentation from the self-government's budget); 

Ÿ  Preparation of the project documentation by the self-governing unit or the Governor and its submission to 

the Ministry along with the information envisaged in the Government resolutions; 

Ÿ  Submission of the documentation and information by the Ministry to the Commission for their review; 

Ÿ  Sending of the approved project documentation and information by the Commission to the Ministry; 

Ÿ  Submission of the project documentation and information by the Ministry to the Ministry of Finances of 

Georgia to receive project funding; 

Ÿ  Submission of the Draft Order by the Ministry of Finances of Georgia on allocating the sums from the Fund 

to the self-governing unit or the State Representative/Governor for funding the project;

Ÿ  Upon receiving the Order from the Government of Georgia, wire-transferring of the funds by the Ministry 

of Finances of Georgia to the self-governing unit or/and the State Representative - the Governor; 

Ÿ  Monitoring of the implementation and completion of the projects selected by the Ministry and funded by 

the “Fund for the Projects to Be Implemented in the Regions”; 

Ÿ  Within no more than 15 days upon project completion, presenting information by the self-governing unit 

and the Governor to the Ministry on the outcome results of each funded project; 

Ÿ  Presenting information biannually by the Ministry to the Commission about the implemented projects.

The Decree N1750 from August 20, 2015, determines the process and structure for the preparation of the 

regional action plans, as well as details project preparation and selection principles for the activities to be 

financed from the “Fund for the Projects to be Implemented in the Regions”. The action plan consists of the 

following: projects to be financed from the Fund, projects to be implemented by State authorities and 

municipalities or in cooperation with them. The Fund may provide financing for the following types of 

projects:

Ÿ Those that comply with the strategy vision on the social-economic development of Georgia or with 

strategic objectives of Georgia's regional development, or are in line with at least one need and priority of 

the Regional Development Program;

Ÿ Help with infrastructure and service improvement, and promote economic development within the 

municipality's administrative boundaries; contribute to raising quality of life of the population by 

improving social conditions, environmental situation, healthcare, education or other areas of social 

services; 

According to the mentioned Decree, selection procedures of the projects to be financed from the Fund consist 

of the following stages: 

Ÿ  For each municipality, the Ministry of Finances determines a presumable forecasted funding amount for 

the period of next 3 years to be allocated from the “Fund for the Projects to be Implemented in the 

Regions”; 

Ÿ  According to the format determined by the municipalities, description forms are prepared for the next 3 

years for the projects to be financed from the Fund;
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Ÿ Projects to be financed from the Fund are evaluated by thematic groups related to infrastructure and 

tourism, business development and agriculture, healthcare and social protection, education and culture, 

and environmental protection. The groups are composed of representatives from the Governor's 

administration, regional municipalities, respective ministries, other administrative bodies, the civil 

society and the private sector; 

Ÿ  According to the given evaluation scores, the thematic groups rank the projects to be financed from the 

Fund. (The top ranked project receives funding, and the remaining funds are awarded to the next ranked 

projects until the funds allocated for the municipality are expended);

Ÿ  The projects selected by the thematic groups are reviewed by the Area Consultative Board (hereinafter, 

“Board”), which issues recommendations for their inclusion in the Action Plan;

Ÿ  The Regional Action Plan is submitted by the Governor to the Ministry for getting its consent;

Ÿ The Ministry forwards the Regional Action Plan to the Governmental Commission for the Regional 

Development of Georgia (hereinafter - “Commission”) 

Ÿ  After the action plan has been agreed with the Commission, the Ministry submits it to the Ministry of 

Finances of Georgia for allocating the funds to the municipality. 

Despite the progress in the institutionalization of the Fund management, the fact that the Central Government 

maintains a considerable portion of this Fund in the Budget and is in control of the decision making 

competences, influences the level of financial independence of the self-governments. It should also be 

considered that the Decree N172 from June 25, 2010, of the Government of Georgia (“On the Approval of the 

2010-2017 State Strategy on Regional Development and the Creation of the Governmental Commission on 

the Regional Development of Georgia”) determined the principles and directions for the formation of self-

governing units. According to the State Strategy on the Regional Development, providing support to the 

independence of the self-governing units and ensuring a clear division of the authorizations between the 

Central and local governments is listed among the main priorities. Besides, the Strategy envisages creation of 

the Regional Development Fund within the Ministry for Regional Development and Infrastructure of Georgia 

as a legal entity of public law. It means that the Government's strategy to formalize the status and the funds 

management of the “Fund for the Projects to Be Implemented in the Regions,” moving it into the legal frames, 

is planned to take place before 2017. 

2.2. A Legal Entity of  Public Law - 
“The Municipal Development Fund” (MDF) 

The Municipal Development Fund, which administers municipality related important programs funded 

from the State Budget or through a foreign assistances, is under the management of the Central Government. 

The Fund is a Legal Entity of Public Law, and its goal is to promote following issues: empowering institutional 

and financial capacities of the self-governance bodies, investing into local infrastructure and services, 

sustainable improvement of the main economic and social services of the local population (communities). By 

its Charter, to ensure accomplishment of its functions, the Fund uses financial means allocated from the 

Central and local budgets. A considerable amount of public funds is being managed via MDF, however, public 

information on the Fund's budget and procurement is not made available on the its website.

The Municipal Development Fund was created by the Decree N297 of the President of Georgia from June 7, 

1997, with the purpose of managing financial means allocated for the development of Georgia's municipal 

sector. Its goal is funding and implementation of municipal investment projects, management of the funds 

allocated from the State and the respective local budgets, as well as implementation of separate 

infrastructural projects of the State and public importance that are based on the decision of the Georgian 

Government and funded from the Central Budget. Ministry of Regional Development and Infrastructure of 

Georgia is assigned as the State supervisory body of the Fund, while coordination and management of its 

activities is responsibility of the Supervisory Board. The Board reviews and approves the following: MDF 

guidelines; long-term plans; social investment micro-projects; terms of loan agreements and the Fund's other 

http://mdf.ge/?site-lang=ka&site-path=public_info/budget/ - last access 30.09.201512
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contracts; agreements signed with international finance institutions, other international organizations and 

bilateral or multilateral donors; changes in the loan terms, including loan payment timelines, interest rates 

and payments; investment projects presented by self-governing bodies; and training and technical assistance 

programs to be carried out. 

For implementing the projects, MDF uses the following financial sources:

Ÿ  Loans and interests paid by MDF loan recipients;

Ÿ  Funds of international organizations; 

Ÿ  Funding from donor agencies;

Ÿ  Funding from foreign countries;

Ÿ  State funds;

Ÿ  Self-governance funds;

Ÿ  Contributions by non-governmental organizations;

Ÿ  Funding from other organizations;

Ÿ  Charity donations.

In order to implement regional projects, the Fund:

Ÿ  Cooperates with the self-governances and studies their proposals and capacities; 

Ÿ  Based on the criteria determined by the Supervisory Board or on other rules and instructions applicable 

to respective donors, assesses local infrastructure investment projects and loan taking capacities of the 

Fund's potential lenders; 

Ÿ  Manages the projects funded from all investment sources (such as, funds received from the donors, grants, 

co-funding amounts, accumulation/transferring/posting of the funds from the State and the self-

governance bodies to the Fund's account, inclusive the loans); 

Ÿ  Provides funding for all preliminary works necessary for implementing investment projects, such as - 

respective studies, archaeological works and other similar and related works;

Ÿ  Provides and funds technical assistance for supporting the implementation of investment projects;

Ÿ  Funds local infrastructure investment projects;

Ÿ  Manages State procurement of works, supplies and services for the project implementation;

Ÿ  Supervises technical assistance contracts and the implementation of the funded investment projects; 

Ÿ  Provides coordination between the funded investment projects and technical assistance services; 

Ÿ  Performs monitoring and evaluation of the funded investment and technical assistance programs. 

MDF's funds are not aimed at direct financing of regional projects. The funds are allocated for municipality 

needs and, sometimes, these small projects might have regional importance. A project implemented by the 

MDF on the State assignment might also be of regional importance. 

Funds are provided from the MDF to the municipalities as grans and/or loans. Municipalities that are able of 

paying can receive the loan. However, there also are exclusions, when the funds to pay out the loan are 

provided by the State. Tenders for identifying project implementing agencies/companies and funding the 

necessary works are within the MDF's scope, with the municipality only being the recipient of the project 

outcomes. 

2.3. Projects of  the Regional Importance Carried out by Various Institutions

Beside the “Fund for the Projects to Be Implemented in the Regions” and the “Municipal Development Fund,” 

State agencies carry out regional projects by means of appropriations allocated from the Central Budget for 

various programs and events. A budgetary organization to manage the mentioned funds can be either a 

ministry or a State sub-agency under the ministry. Projects of regional importance might also be funded 

from Reserve Funds. These agencies directly sponsor projects, programs and events. They also carry out 

necessary works for project implementation or are in charge of procurements of goods and services. 

Consultations with regional and municipal authorities are held during the project selection process and the 

implementation period. The municipalities and the consultative board should include all these projects in the 
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regional action plan, as approved by the Decree N1750 of the Government of Georgia from August 20, 2015. It 

should be noted, that projects carried out by State agencies, except for those run by the Ministry of Regional 

Development and Infrastructure and its sub-agencies, are mostly targeted towards sectoral development, 

rather than regional policy implementation. 

Projects targeted to regional policy implementation are funded from the municipality budgets, with 

occasional co-funding from the municipalities. This is the case for almost all MDF projects and for some 

projects funded by the “Fund for the Projects to Be Implemented in the Regions” and the State agencies. 

However, regional projects can be implemented with the funds from the municipality budget, and without a 

co-funding from State agencies or cooperating with them. For the time being, such projects are rare, or they 

are carried out without consideration, spontaneously. Changes made to the Georgian Self-Governance Code in 

July 2015 make it possible to develop and implement regional projects, and institutionalize project 

implementation. Municipalities are able to: 

Ÿ   Make procurements for their part of work;

Ÿ   Announce joint tenders for several municipalities with the consent from the Government of Georgia;

Ÿ  Jointly found: joint stock companies, Ltds, non-commercial legal entities, or become partners / share 

holders / founders of joint stock companies or Ltds, and members of non-commercial legal entities; 

create joint services and carry out projects or works through joint agencies; 

Ÿ  Carry out international regional projects together with local agencies and international organizations. In 

this case, legislative compliance of Georgian rules on procurement and finance management with those of 

the partner companies will be important. 

Within the country, decisions to carry out joint projects by the municipalities are taken by the municipality 

executive boards with the consent from the Sakrebulo.

Municipal services are an example of implementing regional projects by the public-private sector 

cooperation. This was to some extent made possible by the Self-Governance Code, though neither 

municipalities, nor the private sector have experience of joint works, and there is no legislation in Georgia on 

the forms of such cooperation. In foreign countries, existence of legislative norms simplifies implementation 

of the so called PPP projects. For example, in Poland, the competencies of the municipality and the region are 

differentiated by the legislation. This simplifies identification of the projects to be implemented on the 

regional level. Availability of respective financial resources at the disposal of regional administration is also 

helpful for the implementation of regional projects. Carrying out joint projects by municipalities is supported 

by the policy that envisages allocation of additional funds for certain areas, provided that the municipalities 

are united for cooperation and have a respective development document. 

2.4. Large Budgetary Funds, Regional and Sectoral Policy Coordination

Finances from the above mentioned two funds are mostly used for such activities that, by the Self-Governance 

Code, are listed among the municipality exclusive competences and represent local property (e.g. 

construction - rehabilitation of local roads or infrastructure). Besides, involvement of the municipality in the 

planning or decision making process for carrying out such activities does not meet even minimum 

requirements.

Keeping in mind that the Municipal Development Fund is institutionalized (represents a Legal Entity of Public 

law), unlike the “Fund for the Projects to Be Implemented in the Regions” (it is only a budgetary fund/source), 

managing of these two funds is also differing, controversial and insufficiently developed. We can state that 

budgetary finances that have a similar nature and are designated for municipal purposes are managed 

differently both on Central and local levels; municipality involvement in the coordination and decision 

making processes, as well as the level of transparency, are low. 

The problem of the regional development system becomes even more complex and difficult, because, on the 

one hand, municipalities lack sufficient resources for the execution of their exclusive competences and 
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adequate provision of services; on the other hand, considering limited available funds, optimal financial 

management and adequate provision of services can only be accomplished by consolidating the resources, 

however, it cannot be determined on what basis the municipalities can get united. And thirdly - the legislation 

does not provide definition of the region (as a level in the unification of municipalities) and its status. 

Improvement of service provision quality in Georgia can be best achieved by the policy based on the regional 

principle. 

From the system point of view, having no separation of regional and sectoral strategies on the central level is 

controversial. This causes institutional conflict and leads to a low level of responsibility, that, ultimately, 

impacts the quality of development-oriented regional projects and hence - the quality of life of local 

population. On February 11, 2015, “Strategy for Agricultural Development of Georgia 2015-2020” was 

approved by the Decree N167 of the Government of Georgia. Considering its contents and the profile of the 

strategy implementing ministry, this paper should mostly be a sectoral policy document. Contrary to this, one 

of the strategic directions outlined in the Paper is the regional and sectoral development - promotion of the 

value chain production cycle. Within this direction, it is planned to elaborate investment plans for the rural 

development area and related priority issues, and provide support to their implementation. The strategy 

(under the measure 3.4.1.) states the following: “In collaboration with various entities and local authorities, 

the Ministry of Agriculture will draft rural development policy, which will be based on local, social, economic 

and cultural peculiarities”. If the self-governance reform and the regional development policy are 

responsibilities of the Ministry of Regional Development and Infrastructure, it is unclear, how rural 

development policy should be planned and carried out without having a municipal (self-governance) or 

regional context. At the same time, a high risk of institutional conflict is obvious, along with a sharp decrease 

in the level of responsibility. “The Strategy for Agricultural Development of Georgia 2015-2020” also 

determines that studying investment capacities of the regions and elaborating regional programs are under 

the competences of the Ministry of Agriculture. The objective of the Strategy to pay a particular attention to 

the events related to economic development of the regions and municipalities, as well as to the improvement 

of institutional arrangement, is also controversial and contains a risk of conflicts not only among the 

competencies of the Ministries, but also might be conflicting with the law, since the mentioned issues fall 

under the scope of legislative regulations and exceed the authorizations of the Government or any institution 

of the executive authorities. 

The regional development policy requires a unified, institutionalized approach, determination of the policy 

and action plans, which will also reveal the need for passing a new law and for making amendments in the 

existing ones. 

3. Foreign Experience Overview

The regional development policy and its financial provision is an important issue for European countries. 

Such practices in the EU countries, candidate States and those that are in the process of association is of 

particular interest. For this purpose, we will provide an overview of experience of the following countries: 

Latvia (EU member State), Romania (EU member State), Bulgaria (EU member State), Macedonia (EU 

candidate), Montenegro (EU candidate), Serbia (EU candidate) and Moldova (in the process of association). 

Latvia

Since 2002, issues related to the regional development, the respective system, competences and the basis for 

financial provision in Latvia are determined by the “Law on the Regional Development” which is aimed at 

ensuring a balanced and sustainable regional development. The law defines the hierarchy of regional policy 

documents, as well as the agencies responsible for their elaboration and implementation. The Government 

has the leading role in the regional development policy implementation. Ensuring public engagement, the 
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Government develops regional policy guidelines (a long term document for a 10 year period, determining the 

procedures for elaboration-implementation of the National Development Plan and the National Land Plan) 

and the national development plan. It also determines financial issues of the regional development. The 

Ministry for the Regional Development and the Self-Governance ensures implementation of the State regional 

policy. By the law, the Regional Fund is created by the Government and is overseen by the Ministry of the 

Regional Development and the Self-Governance. Determination of the issues related to managing the Fund, 

and administration of the programs and finances, is a Government competence.

Romania

The bases for regional development in Romania are defined in the 1998 law “On the Regional Development”. 

The law determines the system to ensure the regional development, as well as responsible institutions, their 

competences and the mechanisms for financial support. The regional policy coordination on the national 

level is a responsibility of the National Regional Development Council, while on the regional level it is within 

the scope of Regional Development Councils. The National Regional Development Agency has been created to 

implement the regional policy, while in the regions this is done by the Regional Development Agency. 

Respective councils carry out coordination and monitoring of the activities of these agencies. The Regional 

Development Councils operate under the status of Public Law Non-Commercial Legal Entity. The same law 

also determines financial provision for the regional development. The National Fund for the Regional 

Development can be divided into the Regional Development Funds. Income sources for the latter are the 

National Fund for the Regional Development, municipal budget transfers, and investments by the European 

Union and private companies. Finances from the National Fund for the Regional Development may only be 

used for regional development projects and events. 

Bulgaria

The law on “the Regional development” has been enacted in Bulgaria since 2008, defining the State's regional 

arrangement, its regional development system, responsible institutions, competences and the issues of 

financial provision. Bulgaria's regional development strategy documents are: the National Development Plan 

and the National Strategy on the Regional Development, that are approved by the Council of Ministers (the 

Central body of the executive authorities). The Council of Ministers of Bulgaria also approves the regional 

development plans. On the municipal and district levels, strategy documents are approved by the councils of 

the respective municipalities and districts. Beside municipal/district councils, implementation and 

coordination of the national strategy and its programs are carried out by the Ministry for the Regional 

Development and Public Works via its territorial units. Financial provision for the regional development is 

not institutionalized, and the funding sources are the State and municipal budgets, as well as EU and 

investment project funds.

Macedonia

The bases for the regional development in Macedonia is defined by the law on “the Balanced Regional 

Development” passed in 2007, detailing the regional development provision system, responsible institutions, 

competences and the mechanism for financial support. The following agencies have authorizations for the 

regional development policy planning and implementation: the Government of Macedonia, the Balanced 

Development Council (created by the Government), the Ministry for Self-Governance, and the Regional 

Development Councils (comprised of the heads of the municipalities' executive bodies). Besides, the program 

management is ensured by the Regional Development Bureau (a Legal Entity of Public law within the Ministry 

of Self-Governance) and the Centers for the Region Development (established by the municipalities 

comprising the region). Financial provision for the regional development is not institutionalized and the 

funding is provided by the State and municipal budgets, the EU and investment projects. It is defined by the 

law that annual appropriations for the regional development should not be less that 1% of the GDP. The law 

also states that the finances of the budgetary Fund for a Balanced Regional Development should be 
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distributed in the following way: 70% should be spent for funding regional development projects, 20% - for 

funding projects in the regions with special development needs, and 10% - for rural development projects. 

Administration of the projects to be funded is carried out by the Centers for Region Development and the 

Regional Development Bureau. The Bureau makes public announcements for rural development projects 

selection, inviting the municipalities for participation. Besides, municipalities get funding based on the co-

funding principle. 

Serbia

The system in Serbia is similar to that in Macedonia and is based on the law on “the Balanced Regional 

Development,” passed in 2009.

Montenegro

Montenegro's regional development law ensures a balanced development of the municipalities. It determines 

the hierarchy of regional policy documents, and identifies the agencies responsible for their elaboration and 

implementation. Similar to Macedonia, Montenegro also does not have institutionalized financial provision 

for its regional development, funding it from the State and municipal budgets, and EU and investment 

projects. It also stipulates private-public partnership mechanisms, ensuring financial support to regional 

development projects by this means. 

Moldova

The bases for Moldova's regional development is defined by the organic law passed in 2006 on “the Regional 

Development”. Beside the system and competency divisions, the law identifies the Regional Development 

Fund as a financial source for programs and projects to accomplish the regional development. The Fund is 

filled from the State budget, from which, no less than 1% of the revenues should be spent on regional 

development objectives. The Fund can also have any other financial source, whether that is from the 

municipal budget, the EU or an investment project. The Regional Development Fund's income and spending 

rules and procedures are determined by the Government of Moldova. 

Poland

On July 13, 2010, based on the law from December 6, 2006, the Government of Poland   approved the 2010-

2020 National Strategy on the Regional Development: Regions, Cities and Villages. Among other decisions 

aimed at the Strategy implementation, there are the so called “territorial contract” (Kontrakt terytorialny) - a 

mechanism for coordination and cooperation between the Central Government and the regions, and the so 

called “integrated territorial investments” (ZIT - Zintegrowanych Inwestycji Terytorialnych). The rules for 

project funding in 2014-2020 are determined by the law from July 11, 2014,   by which, the Government and 

the region agree on the development objectives and investments relevant to both sides. Responsibility of the 

Poland's Ministry for Development is to determine the directions for cooperation with the regions and, based 

on this, decide on the budget volume. Funding under a territorial contract can be given to the associations of 

municipalities or a group of cooperating municipalities; while integrated territorial investments (ZIT) are 

intended for region agglomerations for the purpose of the development of urban settlements. Terms and 

conditions for a project selection are defined by the region's authorities based on the existing rules. The 

project budget may also be used for co-funding European projects as well. 

https://www.mir.gov.pl/strony/zadania/polityka-rozwoju-kraju/zarzadzanie-rozwojem-kraju/krajowa-strategia-rozwoju-regionalnego/

http://isap.sejm.gov.pl/DetailsServlet?id=WDU20140001146

 - 
last accessed 28.11.2015

 - last accessed 28.11.2015
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4. Getting Closer to the EU 
and Opportunities for Using European Resources

Financial resources allocated under the European Neighborhood Policy Instrument (ENPI) for bi-lateral 

cooperation programs is an important source for the Eastern Partnership countries, including Georgia, to get 

closer to European standards. Only during 2010-2013, financial assistance allocated by the EU to Georgia 

equaled 208 million Euros, making Georgia the third largest recipient of such assistance among the six 

Eastern Partnership countries, falling behind only after Ukraine (389 million Euro) and Moldova (308 million 

Euro). Beside the projects and institutions known to Georgia from such instruments as Cross-Border 

Cooperation (CBC), Urban Development and Cooperation (CIUDAD), Development of Non-State Actors and 

Local Authorities (NSA-LA), and the Mayors' Convent, there are also other resources in the EU, which, in case 

of readiness expressed by an Easter Partnership member State, and provision of even small resources, give 

possibilities for mobilizing additional funds that are necessary for the development. 

4.1. Assistance Resources for the Eastern Partnership Member States

Following is a list of important EU resources for providing financial assistance to Georgia and its citizens:

Erasmus scholarship educational programs for the youth and students; 

The Neighborhood Investment Facility (NIF) a mechanism for mobilizing additional resources for the 

implementation of projects in transport, energy, environmental and social sectors;

European Instrument for Democracy and Human Rights (EIDHR), makes it possible to get financial 

assistance for democracy and human rights projects;

Cross-Border Cooperation, enables stronger cooperation between the EU and Eastern Partnership States 

aimed at economic and social development of neighboring regions;

Horizon 2020- a frame-mechanism for financial support to research, innovations and development, with the 

budget of 70 billion Euros for the period of 2014-2020. Thus, it is an important resource for the Eastern 

Partnership States to get assistance in various areas (grants, subsidizing, technical assistance); 

Eastern Partnership Culture Program, assisting to establish culture relations, dialogue and culture 

preservation-development between the EU and partner States.

4.2. Institutional Funds of  European Union

Beside the Eastern Partnership's special support programs and instruments, the EU's institutional and 

financial resources are also important for giving limited, though interesting cooperation opportunities to the 

Eastern Partnership member States. European Union's structural and investment funds are aimed at Europe's 

2020 Strategy implementation.   Through these Funds, the European Commission finances a wide range of 

projects and programs in the following areas: regional and urban development, employment and social 

inclusion, agriculture and rural development, marine and fishing policy, research and innovations, 

humanitarian assistance. 76 percent of the EU budget is managed by cooperation with the national and 

regional authorities. 

European Regional Development Fund - the resources from this Fund are aimed at the development of and 

support to the following priority areas: research and innovation, low-carbon economy development, small 

and medium business development.

http://europa.eu/about-eu/funding-grants/index_en.htm - last access 28.11.201515
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Cohesion Fund - Development of European transport network, environment, energy and transportation are 

the Fund's priority directions until 2020. The Fund's budget is 63 billion Euros, and, beside providing direct 

assistance to the EU member States (Bulgaria, Croatia, Cyprus, Czech Republic, Estonia, Greece, Hungary, 

Latvia, Lithuania, Malta, Poland, Portugal, Romania, Slovakia and Slovenia), it also enables implementation of 

projects with the Eastern Partnership States.

The European Social Fund - labor mobility support, poverty elimination, education, strengthening of 

institutional capacities and effective public governance are the four priority areas of The European Social 

Fund until 2020. The Fund's investment budget equals 80 billion Euros. Along with programs for the EU 

member States, the Fund enables to carry out investment projects with the Eastern Partnership States. 

The European Solidarity Fund - is an institution for supporting the EU member States and is mainly aimed 

at natural disaster management and response.

Pre-Membership Assistance Instrument - this instrument offers the EU membership candidate States five 

assistance components: transitioning and institutional strengthening component; cross-border cooperation; 

regional development (transport, environment, regional and economic development); human capital 

development; rural/village development.

4.3. Vishegrad Initiative and Resources

The initiative by four EU member States (Czech Republic, Hungary, Slovakia and Poland) is know as Vishegrad 

Initiative or Vishegrad Group, and is an important resource enabling the Eastern Partnership States to get 

financial, technical, or expert assistance. The Flagship Projects and Extended Standard Grants of the 

Vishegrad Fund that has been established by the Vishegrad Group, enable the Eastern Partnership member 

States to get financial or technical support for institutional, social and economic development. 

4.4. Inter-Municipal Cooperation

The Inter-Municipal Cooperation (IMC) is yet weakly developed, though with an increasing potential. Thus, 

using its capacities for strengthening the democratic development, decentralization and self-governance is 

important. This format of cooperation enables collaboration between municipalities and combining of 

resources in the areas of communal/municipal regulations, services and infrastructure. Since 1990s, 

European countries have implemented numerous successful projects. In 1990, municipalities from Hungary, 

Czech Republic and Slovakia established joint offices providing administrative services to the population. In 

Poland, municipalities around the Polish city of Zhiviets initiated to establish a waste management regional 

company Beskid - currently a successful, sustainable company operating in waste segregation and recycling. 

In Romania, a group of municipalities that had united to improve water supply in Cluj region got a 

considerable funding from the European Investment Bank, and the project was able to improve living 

conditions of more than 500 000 people. 
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