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1. Introduction
Regional development is increasingly important on the political agenda of the Government of Georgia. The Government established in February 2009 the Ministry of Regional Development and Infrastructure and on 25 June 2010 the Strategy for Regional Development 2010-2017 was approved. Also for the EU this is important and in the “poverty reduction and social reforms” part of the National Indicative Programme 2007-2010, rural and regional development is mentioned as one of the two priorities.
The overall objective of this “review of local-regional development projects implemented in Georgia” is to provide evidence-based recommendations for future programming in the local-regional sector, especially for Sectoral Policy Support Programmes. These recommendations are based on the experience gained in the monitoring of EU financed Tacis and Instrument for Stability projects and on interviews with the main stakeholders of projects financed by other donors.
This review is carried out by Joep Cuijpers of the ENP Monitoring Programme. The original scope was to focus on NIP sub- priority 3.2 “rural and regional development”, but during initial discussions the EU Delegation informed that rural development aspects were subject of the Agricultural Sector Study, which started in the beginning of October 2010. Instead, the EU Delegation requested to focus on the “institutional aspects of regional development (support to decentralization processes, institutional support to local governments, participatory processes at local governments)”. After a meeting with the EU Delegation Project Manager for Regional Development, Vocational Education and Training (VET) projects were added to assess how these, in combination with other activities, are best suited to support economic development at regional/local level in the new institutional set-up.

For this reason this report is structured as follows: Chapter 1 gives a brief overview of the projects used for this review. Chapters 2-5 follow the levelled institutional structure, with at central level the Ministry of Regional Development and Infrastructure (Chapter 2), at regional level the Region (Chapter 3), at city or municipality level the Self-Governance Unit (Chapter 4) and the Local Sectorial Unit (Chapter 5), which is a part of a municipality. Financing of regional development is presented in chapter 6. The last chapter lists the main findings and recommendations according this levelled structure.
The annexes present detailed information on the steps presented in the Strategy for Regional Development, persons interviewed and other issues. 

2. Projects reviewed for this report
For this Review the following projects have been considered.
Table 1 Reviewed projects

	
	Implementer 
	Budget
(EUR mln.)

	Status 

monitoring
	Key words relevant for this Review

	EU-Tacis


	
	
	
	

	Market and social Linkages in Akhalkalaki 
	Mercy Corps
	1.50
	ex-post
	Farmers, cooperatives,
micro-credit, Rural Service Centre, demonstration plots,

community development


	Integrated poverty reduction in Kvemo Karlti
	ACF
	1.50
	ex-post
	Vulnerable people,

cooperatives, grants,
income-generating activities, Community development. 


	Rural development 

in Samegrelo/Upper Svaneti
	ACF
	0.75
	ex-post
	Vulnerable people,

cooperatives, grants,

income-generating activities, community development.


	EU- Instrument for Stability Programme 1


	
	
	
	

	Support to early recovery:  
micro finance sub-project
	UNDP
	2.00
	completed
	Vulnerable people, IDPs

loans, grants to Micro Finance Institutions, training business planning, business service providers


	Support to early recovery: 
VET sub-project
	UNDP
	1.25
	completed
	vocational training, employment support


	EU- Instrument for Stability Programme 2

	
	
	
	

	Integration of IDPs 
in Kvemo Kartli
	ACF
	1.10
	Ongoing
	Vulnerable people, IDPs

farmers groups, grants, income generation, community development



	Socio-economic of IDPs 
in Samegrelo/Upper Svaneti
	DVV
	1.00
	Ongoing
	IDPs, cooperatives, grants,

income generation, community development


	Socio-economic of IDPs 
in Zugdidi 
	PIN
	0.50
	Ongoing
	IDPs, grants, VET, community micro projects



	Community Stabilization

 for IDPs 
	DRC
	2.00
	Ongoing
	IDP, grants for business dev. and self reliance, training, SGU planning




	Other donors
	
	
	Donor
	

	Labour market oriented 

VET policy

	GTZ
	
	
	Demand-oriented VET centres



	Local Governance 

Programme, 

Citizens’ Service office

	GTZ
	
	
	SGU institutions, efficient service provision

	Rural development of Racha-Lechkhumi region

	CARE
	2.30
	SDC
	Farmers rural advice service, Pasture management, SGU planning

	Strengthen community-based Initiatives for poverty reduction in Racha-Lechkhumi,
Kvemo Svaneti


	CARE
	0.50
	EU
	

	Strengthen the role of rural association in democratic process

	CARE
	0.33
	ADC
	Farmer members, SGU,

input grants

	Support to Municipal Development in Guria


	NALAG
	
	Norway
	Farmers, SGU, rural advice service

	Market Alliances Against Poverty (Alliances)
	Merci Corps
	
	SDC
	Farmers, Rural Advice service, input grants

	Creation of Rural Service Centres in  Akhaltsikhe

	Merci Corps
	
	Czech

Republic
	Farmers, Rural Advice service, input grants

	Support to VET Education


	UNDP
	
	
	VET curriculum, Income generating

Employment support




The direct beneficiaries of many of these projects are IDPs, farmers and vulnerable people. The implementers are international NGOs which subcontract many of the main activities to local NGOs specialised on a specific subject. In many cases the projects focus on empowerment of especially vulnerable people and IDPs.
3. Ministry of Regional Development and Infrastructure

3.1. Development process of the Strategy on Regional Development
On 18 December 2008, a Task Force for Regional Development was established, in which were represented line ministries, local authorities, NGOs, private sector and donors. Two months later, in February 2009, the Ministry of Regional Development and Infrastructure was created. 
The Minister established a Task Force Secretariat and seven thematic Working Groups with members of the different line ministries. Their work comprised two major tasks, the preparation of a diagnostic report on regional development
 and a proposal for a strategy recommendation for regional development
. The first task was completed on 6 June 2009 when the Task Force for Regional Development approved the Diagnostic Report. The second task was accomplished in early 2010. The Strategy
 on Regional Development 2010-2017 that is based on this work of the Task Force was on 25 June 2010 approved by the Prime Minister.
The next step in this process will be the elaboration of an Action Plan. This is the task of a Working Group in which the Heads of the Inter-Ministerial thematic Working Groups take part. This Working Group will be assisted by the NGO World Learning and is expected to complete the draft Action Plan in February 2011.
3.2. Strategy on Regional Development 
The main objective of the State Strategy on Regional Development is the creation of a favourable environment for socio-economic development of the regions and to improve the living standards and conditions of the population. It divides into five chapters.
Chapter 1 (“General Provisions”) lists the Strategy’s five basic concepts:
· It determines the medium term principles of the regional development policy. 

· It is a unity of actions concentrated and co-ordinated on the regional level.
· The region is the functional-planning unit coinciding with the jurisdiction area of the State Trustee/ Governor. 

· At regional level the planning and implementation of the State policy is to be based on a Regional Development Strategy.
· A Regional Development Strategy defines the priorities and challenges of a region and is the basis for an Action Plan. 
In addition the three basic principles of the Strategy are Synchronicity and Synergy, Subsidiarity and Participation.
In Chapter 2-5 the Strategy outlines the tasks, respectively for:

· Improving the governance in regional development
· Development of Municipal services and infrastructure
· Innovation, entrepreneurship and new technologies
· Agriculture, tourism and environment. 
In Annex C of this Review, these tasks are listed and for some tasks comments/ recommendations for EU support have been added.  
3.3. Conclusion
The Strategy on Regional Development gives a good picture of the holistic and diverse nature of regional development and it provides overall guidance to most of the many actors involved in this process. 
The Strategy points out the need for training of government officials at the different levels of government but it does not address the important role education in regional development. Education of the rural youth and rural adults will enable them to make for instance the agriculture sector more competitive, by having more “added value” created in the region of origin of production and making the tourist and the agricultural sector more customer-oriented. That is why under the heading “Vocational Education Training (VET)” the experience of VET projects is discussed (see Chapter 4.4).
4. The Region

4.1. Regions in Georgia
For historical, social, geographic, climatic and economic reasons Georgia divides into ten regions, two Autonomous Republics and the capital Tbilisi. There is no legal document that defines the term “region”. According to the Head of the Parliamentarian Working Group on Regional Reform and Remote Areas, in future the Government intends to give regions an official status, namely when representatives of Abkhazia and South Ossetia also can participate in the definition of such a status.

A region represents the total of area of the Self-Governance Units that is within the terms of responsibility of the Office of the Governor. Table 2 provides an overview of the regions in Georgia in terms of population and area.

Table 2 Population and areas of the regions in Georgia

	
	Population
	Unemployed
	Area

	
	Number
	Growth
	Density
	
	

	
	1,000
	%/
year
	Persons/
km2
	%
	km2

	Georgia

	4,436.4
	100%
	0.1%
	63.7
	16.9%
	69,656

	Tbilisi


	1,152.5
	26%
	0.7%
	2,283.1
	29.6%
	505

	Autonomous Republics:
	
	
	
	
	
	

	Abkhazia
	n.a.
	
	.
	
	
	8,679

	Adjara


	386.9
	9%
	0.3%
	133.4
	22.1%
	2,900

	Regions:
	
	
	
	
	
	

	Guria 
	139.8
	3%
	-0.3%
	68.8
	8.3%
	2,033

	Imereti
	700.4
	16%
	0.0%
	105.8
	13.2%
	6,62

	Kakheti 
	404.5
	9%
	-0.1%
	35.8
	11.0%
	11,310

	Mtskheta-Mtianeti 
	108.8
	3%
	-1.3%
	16.4
	8.3%
	6,617

	Racha-Lechkhumi,

Kvemo Svaneti 
	47.6
	1%
	-0.7%
	9.6
	8.3%
	4,954

	Samegrelo-Zemo Svaneti
	474.1
	11%
	0.2%
	63.1
	13.1%
	7,517

	Samtskhe-Javakheti 
	211.3
	5%
	0.2%
	32.9
	8.3%
	6,413

	Kvemo Kartli 
	499.9
	11%
	0.0%
	77.7
	10.7%
	6,436

	Shida Kartli 
	310.6
	7%
	-0.1%
	54.8
	16.6%
	5,672


Source: GEOSTAT
GEOSTAT information shows that since the census in 2002, the annual population growth has been only 0.1%. In five regions this growth is negative and the annual growth is largest in the most densely populated regions, viz. the capital Tbilisi and the autonomous republic of Adjara. 
In these two regions the official unemployment rate is also highest, probably caused by the fact that in urban areas people are more likely to register as unemployed than people in rural areas. This urbanisation is also taking place within the regions. For instance in Imereti, with on average still a small overall annual growth of 0.01%, the annual growth in the main city of Kutaisi is 0.35% but negative for ten of the other 11 Self-Governance Units. 
4.2. Tasks and responsibilities of the Governor

At present the official title of the Governor is the representative of the Self-Governance Units in a region. The Governor is appointed by the President but in the new constitution this will be changed and the Cabinet of the Ministers will choose a Governor. 
The present functions, responsibilities and rights of Governors are described in Presidential Decree 406 (27 June 2007), “on approval of the regulation of the State Trustee/Governor” (see Annex F). In line with the Decree, the Strategy on Regional Development defines the competencies of the Governor as: the elaboration of a development strategy of a region, coordination of its implementation, insurance of effective regional governance and period reporting on the progress of the implementation to the Government and the Ministry of Regional Development and Infrastructure. 
From this it is clear that the regional policy and actions are to be concentrated and co-ordinated at regional level.  In other words, the Governor acts as an in-between and is on one hand the representative of the central government in the region and on the other hand the representative of the Self-Governance Units at central level. An example of the institutional set-up of functions and positions between the region and the SGU is given in the Shida Kartli organisation chart
 below. From documents and interviews with the different stakeholders it did not became evident on what side the emphasis was; one could imagine that in the spirit of decentralisation it might become the latter. 

The Offices of the Governor have a limited budget, mainly staff (approximately 20, including 2-3 deputies), representation and duty travel. The Offices are structured in a financial department, municipal coordination department, a municipal supervising department or a department for regional development.

4.3. Lessons learned at regional level from review of projects

Based on the review of the projects in Table 2, it became clear that none works specifically at regional level and as such none has the objective to strengthen or advice the Office of the Governor; most of the considered projects are implemented at community level and seek to inform the Office of the Governor, but in most cases this is on a person-to-person base. 
Although at present the official function of the region is not well defined, most policy, planning and implementation are going through the Office of the Governor. Therefore, the Monitoring Team considers it a priority that in each region a Regional Council is established (as part of the third task of the Strategy on Regional Development). This Council is foreseen to be chaired by the Governor, and comprises of Heads of all Self-Governance Units of the region and eventually representatives of main line ministries, and it will give all parties a place and time where they have to meet. In order to guarantee that the contents of their meetings can the monitored and their effects be evaluated, they should meet regular (monthly) with an agenda open for the public and of each meeting Minutes of Meeting
 should be prepared.
It is furthermore recommended that the project Implementers present to the Council (i) at the start of a project: method, approach and the Logical Framework; and (ii at the end of a project: results and recommendations for sustainability and main lessons learnt.

Chart 1 Institutional structure of Shida Kartli region
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4.4. Vocational Educational Training

4.4.1. General

The third main direction of the regional policy “Support the development of Innovations, New Technologies and Entrepreneurship” can be interpreted as a policy to enable Georgia to compete in a global marketplace. An important consequence of that policy is that the country must build on a strong primary school foundation and expand enrolment in secondary, vocational, and higher education. In that sense the effects of improvement in vocational education on regional development can not be underestimated and also here a decentralisation policy might be needed. Vocational education centres are relevant for more than one municipality; the consequences of their decentralisation have a regional character. That is why it is present in this chapter.
The Law on Professional Associations was passed in March 2007. It was the base to consolidate 17 vocational schools and 64 elementary vocational and education centres into 38 Vocational Educational and Training (VET) Centres. Since then, GEL 11.4 million was spent on rehabilitation of mainly ten centres. Most courses are 6-18 months and focus mainly on construction, restaurant/ hotel/ tourism, textiles, agriculture, IT and transport (mechanics and drivers).
From July 2010 new education legislation became effective, dividing VET education into 5 levels (ranging from “assistant worker” to “supervisor”). For the 2 highest levels, re-development of the VET programmes is required in order to get new accreditation and as by Law, the VET programmes at these 2 levels also require special facilities. Therefore, all VET Centres in the country needed to re-assess strategy. At this moment it is still unclear to the Monitoring Team what the effect of the new Law will be.
Some larger projects on VET are funded by USAID, EU, UNDP, GTZ, NRC, the Estonian Government and British Council. USAID has focused on the development of VET training in construction and tourism in six VET Centres in Tbilisi, Shida Kartli, Kutaisi and Kobuleti. It supports establishing career counselling and guidance offices.
Under the EU-financed projects used for this Review are IfS-1 project “VET Centre in Gori” (implemented by UNDP) and two IfS-2 projects, viz.  “Support to socio-economical integration of IDPs in Zugdidi district” and “Supporting socio-economic integration of IDPs in Samegrelo - Zemo Svaneti Region
”. In the IfS-2 financed projects small scale vocational trainings are provided, e.g. on handicrafts or on computer skills; they are not institutionalized and as it is unlikely that they will continue after completion of the projects, this approach is not further reviewed. The approach followed by the UNDP project in Gori is aimed at establishing a sustainable institution and at reaching a larger target group and therefore in the following this approach is elaborated upon.
4.4.2. UNDP VET Centre approach

Since 2006 UNDP implemented three projects in the area of VET. The first one focussed on vocational education development, curricula development support and provision of some equipment in five VET Centres. The second focussed on establishing a new VET Centre in Gori and the third one on two VET Centres in Batumi under the Adjara Regional Development Project.
The UNDP approach has two main components, viz. development of VET curricula and development of sustainable VET schools. In regard to the first component 42 VET training modules were developed for (i) short-term adults retraining courses, (ii) short-term train-the-trainer courses and (iii) long-term teaching courses. Also materials were developed on vocational courses for specific sectors, like agriculture, construction, tourism, restaurants and hotels, food-processing and IT.  

Table 3 Physical characteristics of eight UNDP supported VET centres

	VET Centre
	Land
	
	Staff
	Students
	

	
	Premises
	Non-agri

Cultural
	Agri-

cultural
	
	
	Students

/staff

	
	M2
	M2
	Ha
	#
	#
	

	Telavi 
	3,868
	13,244
	0
	65
	350
	5.4

	Ambrolauri 
	1,080
	0
	2.3
	22
	220
	10

	Gori 
	2,700
	0
	0
	65
	250
	3.8

	Akhaltsikhe  
	2,500
	4,700
	44.0
	45
	230
	5.1

	Batumi #1
	2,200
	4,500
	0
	35
	320
	9.1

	Batumi #2
	1,250
	2,500
	0
	29
	220
	7.6

	Kachreti
	2,800
	4,500
	12.0
	35
	380
	10.9

	Kutaisi   
	2,800
	4,500
	0
	35
	380
	10.9


In the second component five vocational school models were developed, each one combines one or more of the three following functions: to enhance vocational teaching practices, to generate income for the VET Centre and/or to support local farmers and entrepreneurs.
Gori model (Shida Kartli region).

This model has five components that make it different from the other four:
1. A mini milk dairy plant that has all three functions.

2. A milk laboratory equipped with instruments to test milk. It serves at the moment only the first and third function as testing of milk is free of charge. The intention is to introduce a payment system in future.
3. A wood processing workshop that serves the first and third function. 
4. Business support to students. The Centre provides business support for 60 of the 680 students who received last year a certificate. So far 13 started their own business and nine were able to obtain credit because of their qualifications and the support of the Centre.

5. Employment Centre for the four districts around Gori. With a database with data on those who are looking for employment and their qualifications, the VET Centre matches them to the demand of those firms who are looking for people.

The VET Centre provides 12 teaching and 17 re-training courses. At the moment these courses are provided free of charge but the intention is to demand a contribution in the near future.

Ambrolauri Model (Racha-Lechkhumi and Kvemo Svaneti region)
This model has three components: 

1. A laboratory equipped with instruments to test milk and honey: it serves at the moment only the first and the third function as testing is free of charge. The intention is to introduce such in future.

2. A beekeeping centre run by beekeepers of the beekeeping association and a number of students (who after graduation from the VET Centre will become member of this beekeeping association). Eventually, all members of the beekeeping association will be re-trained. The centre and association provide the service of testing, processing (making the honey delivered by different producers of a consistent quality), packing and marketing. This component serves all the three functions.

3. An artificial insemination centre equipped with a cooling installation: VET students are trained on artificial Insemination. It also offers livestock breeders and veterinarians re-training courses. This component will serve all the three functions, though at the moment little or no charges are demanded for the services offered.

 Kachreti model (Kakheti region)
This model has two components and serves all the three functions:
1. Fruit and vegetable sector development. This works in a triangle: its first angle is provision of VET courses in all the agriculture subjects the project has developed, the second one is provision of extension service by a team of vocational school teachers, highly qualified specialists and extension agents and the third one is a mini plant for processing (canning) of fruits and vegetables and a cold storage facility where students are trained and made familiar with grading, sorting, packaging and cool storage of fruit and vegetables.  

2. Business consulting and business accounting, which provides education, training and of consultancy in accounting.

Batumi model
At the vocational school of Batumi the project has two functions. It provides courses in IT techniques, IT operation and one course that is certified by CISCO (a US company which mission is to shape the future of the internet). The certificate of this CISCO course is internationally recognised and those who completed the course are supported to find work abroad.

Kutaisi model

At the vocational school of Kutaisi the project introduced a Business Support Centre similar as the one in Gori but with a wider scope. Its focus is on students of the vocational school and also on starters of business.

The Business Support Centre provides business starters during three months a 50-hours course in business management and operation during which a psychologist makes a psychological profile of the starter. At the end of the course the Centre evaluates the business idea of the starter and analyses his plan taking into account his psychological profile. The course includes: professional diagnostic testing (selection of candidates); training; expertise input in the selection of business ideas; business consulting – working with business plans; submission of business plans endorsed by the Centre to Micro Finance Institutions; financial support to a loan recipient (subsidizing part of a loan or of interest to be paid; acting as a guarantor).
The Business Support Centre also can provide support to starters in credit application and it can guarantee up to one third of a loan.
4.4.3. Decentralisation of VET management

There is still room for improvement in the management of VET Centres. The “Study matching vocational education in Georgia with labour market needs”, undertaken in 2010 by the GTZ  “Private Sector Development” programme, concludes that amongst interviewed employers
 there is little knowledge of the VET Centres; many were not aware that the centres still operate and others assumed they still operated as in the past
. It also reports on the problems students have to find a place for “practicum” on-the-job-training.
Local involvement might increase the likelihood that VET Centres are able to organise place for practical training for their students. This depends at the moment mainly on the direct contacts that the director and teachers have established with some firms. A policy to reach out for other companies than those in their network is missing and in case a teacher or director is replaced, the companies he had contact with are also gone. In the Georgian reality local authorities would be also well positioned in sourcing more “practicum” places. 
The GTZ report recommends the establishment of VET Sector Committees in which representatives of the business community, educationalists and expert take part. It is not clear whether such committees should be established only at central level or also at regional level. Given this situation as described it is suggested to have VET School Committee at regional level in which representatives of local main industries, school management and government take place. These committees could make use of the VET Centre records that operate an employment centre, GEOSTAT adjusted information on the labour force in the region. 
In addition, in an interview the Shida Kartli Vice-Governor suggested that the Self-Governance Units would also be willing to provide support to the budget of a VET Centre. This is the practice in the US where agricultural extension is partly financed by local authorities to enhance their position in determining the content.
4.5. Lessons learned at regional level from review of projects

The UNDP examples shows that VET Centres are improving and are providing a larger packet of services that can make a positive contribution to economic growth. Whether the component “business support” will work is too early to assess. Only in 2010 the first number of students finished their studies. In Gori that year, 680 students received a certificate and 60 of them received business support of which 13 started an own business and 9 were able to receive a first time loan. 

But, in an economy with specific regional characteristics and with increasing introduction of new techniques, new occupations and new structures, the challenge of VET education is to adapt adequately to these changes. This challenge can be addressed when the VET Centres have a larger independence to adapt to their local circumstances and have room to undertake and develop training that meet local demand. 
Chapter 4 of the Regional Strategy is about the role of the Government in innovation and suggests the development of Regional Innovation Centres. Considering the VET Centre models (for instance in Kutaisi where starters with new ideas can find support and in Batumi where new international standards in IT are taught), these Centres are well placed to function as regional innovations centres. Very often innovation is something that cannot be planned on a large scale, it happens at small scale in enterprises where people with concrete problems develop solutions that suit their local circumstances and help them to solve their problem. 
In this respect, one can think of VET Centres becoming Regional Centres of Excellence that provide the following services.

· Room and space for firms to exhibit their products like their newest seeds, latest farm equipment, the most recent trends in hotel business, IT solutions, etc. 

· IT services, an internet connection that offers local entrepreneurs the possibility to search the web for novelties, information from elsewhere that might be useful and nourish their ideas. 
· Space, expertise and guidance to starters to develop their ideas. 
5. The Local Self-Governance Unit
In 2006 when the new Organic Law on Local Self-Government was approved the number Self-Governance Units was reduced from more than 1,000 to 78 for the whole of Georgia, of which 64 municipalities and 5 cities are in non-occupied territory
 . A municipality is an agglomeration of “Local Sectorial Units”
.  The number of Self-Governance Units per region varies between three in Guria region and 12 in Imereti region (11 municipalities, one city).

A Self-Governance Unit has a representative body (Sakrebulo), whose members are elected, and an executive body (Gamgeoba), of which the Head is appointed by the chairman of the Sakrebulo.

During elections, the people in Local Sectorial Unit have two votes, one for an individual whom they want as their representative in the Sakrebulo and a second one for a party. As a result the Sakrebulo consists of LSU representatives
, one for each LSU and of ten members chosen by the political parties. 
The Sakrebulo members choose their Chairman who selects the Head of the Gamgeoba and the Executive Heads of the Local Sectorial Units.
Most reviewed projects involve the members of the Sakrebulo and Gamgeoba and include them in their trainings and decisions. 
5.1. Municipal planning

Many regional development activities have focussed on the preparation of regional and municipal plans. They can be divided into the following categories

1. The World Bank started in 1994 with municipal development projects, viz. MIRP (Municipal Infrastructure Rehabilitation Project 1994-2000), MDDP-I (First Municipal Development and Decentralization Project 1997-2002) and MDDP-I1 (Second Municipal Development and Decentralization Project 2002-2007). These projects included planning of rehabilitation of public infrastructure such as roads, water supply, sanitation and waste collection. They also provided some technical assistance on institutional aspects. 
In these projects planning consisted of feasibility studies for those specific parts of municipal infrastructure that needed to be renovated. These feasibility studies took into account revenues, costs and improvements in performance.

In 2008 an evaluation of these programmes rated the outcome as moderately unsatisfactory. Important lessons learned were that information systems were not are adequate for implementing the reforms and for monitoring progress and that when municipal management is very weak, it makes sense to work first with stronger and creditworthy municipalities.
2. A second category was undertaken by Tacis
, UNDP and USAID funded projects in the beginning of this century. They formed a "Regional Development Plan Working Group", created a regional profile based on statistics collected from different agencies, prepared a SWOT analysis and identified priorities
. These were rather top-down activities and as a Deputy Governor indicated “good for the book shelve” or as CARE’s Operation Manager observed “different donors produced different plans which were never used”. 
The focus of these plans was on listing investments needed and little attention was paid to the revenue side.
Within the current projects being monitored two types of planning are used, viz. Municipal plans that focus on (i) a specific subject e.g. the position of IDPs (in projects undertaken by organisations like Danish Refugee Council (DRC)
, Association of Young Economists (AYEG), Association of Disabled Women (DEA
), People in Need (PIN
) and (ii) those with an bottom-up approach (projects implemented CARE International and Merci Corps). 
3. For those “subject specific” approach the organisations all start with an introduction meeting (DRC also has a Memo of Understanding with the Self-Governance Unit) and form working or action groups. The working/action groups have different compositions: DRC focuses on officials of the municipality and 20% IDP; DEA on community leaders of IDP and local community; and PIN on 60% IDP leaders and 40% non-IDP leaders. The IDP leaders are chosen by the IDPs. 
· The DRC project sets up a “Municipal Working Group”, which does a need assessment amongst officials, undertakes a needs assessment amongst IDPs
 and drafts an action plan and prepare and a cost estimate (with assistance of a consultant). Action plan and cost estimate are put forward to the assembly of the Self-Governance Unit. 
· The DEA project sets up a “Development Committee” consisting of 15 persons: four officials, four representatives of NGO, three of the media and four of IDPs. The committee receives training in identification of problems and writing of proposals. It meets monthly to discuss problems and to plan actions to get support from authorities, private sector and donors in solving the identified problems. The selection of actions is based on the number in the committee that see it as a problem, the urgency and the likelihood the problem can be solved.
· PIN after meeting with the Gamgabeli and the Head of the IDP Department involves social workers by creating three Social Workers Groups that create in total 72 focus groups of 15-20 persons. Each focus group consists of 60% IDP leaders and 40% local community leaders, including officials. The IDP leaders are persons from the IDP centres and selected by IDPs in these centres. The focus group members are trained in proposal writing and budgeting. The problems are identified and ranked (for which a format is used, with five criteria and five scores ranging between very low and very high) by the social workers. Those problems that can not be solved by the Self-Governance Unit and is within the PIN budget of USD 5,000/village have highest priority. The IDPs contribute in kind. The project writes proposals and the needed budgets. 
4. The “bottom up” approach in municipal development is implemented by NGOs like CARE International and Merci Corps as a component of their rural development projects: CARE International in two projects, viz. “Strengthening community-based initiatives for poverty reduction in Racha-Lechkhumi and Kvemo-Svaneti” (COMBI) funded by EU/ADC
 and “Rural development in Racha-Lechkhumi” (RDRL) funded by SDC
; and Merci Corps in its EU funded project “Market and Social Akhalkalaki Linkages in the Akhalkalaki District of Samtskhe-Javakheti” and “Creating Market Alliances Against Poverty”. 
Both NGOs make use of manuals developed by their organisations. NALAG (a local NGO) informed that it uses the method of the Council of Europe. 
Their approaches are similar; they start with setting up focus groups, one per main sector like farmers, teachers, local authorities or local businessmen or one per local sector unit. Each focus group makes a SWOT per sector. On this basis they make a plan for and with representatives of the Self-Governance Unit.
The impression is that only attention is paid to the revenue side of the proposed investments in the first (feasibility studies done by specialised organisations) and in last category (rural development, where the focus was more on income of farmers and to a lesser extent to investments in public utilities). 
In the other case lists of priorities investments are based on the opinion expressed by the public via Municipal Development Groups or similar. One might wonder whether such approach is a sustainable solution for economic development and/or good governance. And, if such organisation will be institutionalised and receives a (semi-)official status, then it adds an additional layer of governance to the existing government structure. Questions come to mind like what will be their obligations and tasks, who and how will their members be selected, how are they to be organised at regional and national level and how will their activities be financed? 
In the first chapter of the new organic law the citizens’ rights to be heard and to be informed are well formulated. Instead of establishing and institutionalising Municipal Development Groups or similar groups, it might be an idea to focus more on how to institutionalise the ability for citizens to address these rights, e.g. via the Citizen’s Service Office (see also Chapter 5.2. below), which serves as an example of how it is possible for the public to be kept informed and to practice its right for information.
5.2. Citizens’ Service Office
GTZ implements in Armenia, Azerbaijan and Georgia the “Local Governance Programme”, financed by German Government. The programme works at the level of Self-Governance Unit level and aims to provide appropriate, equal, fair, effective and efficient services to citizens. 
An important component is the establishment of Citizens’ Service Office, based on the “One Stop Shop” principle. This means that a person only needs to go to one place for all reasons for which the civil administration has to be contacted. This could be for instance for the registration of a newly born, a marriage and change of residence, for application of a passport, identity card and driving license, for legal consultation, etc. This one shop principle is a huge improvement in the provision of civil services because at present a person has to go to different offices. E.g. the only place in Georgia where driving licenses are issued is Rustavi.
The GTZ programme provides trainings of staff in client orientation to improve the service provision culture amongst civil servants.
Basic citizens’ rights in Georgia
 are to acquire public information, to become familiar with the draft decisions of local self-government bodies in advance, to participate in their discussions, to demand the publication of the draft decisions and their public discussion, and to appeal to the local self-government bodies and officials.
Citizens’ Service Offices could also become the place where Georgian citizens can make use of these rights. Here, citizens can familiarise themselves on the decisions of the Self-Governance Units on for instance budget revenues and expenditures, procurements, legislation, social services, pensions, property to be privatised, etc. In line with the strategy of the Ministry of Regional Development and Infrastructure on digitalisation of governance, much of this information can be made available with an IT device on which a touch screen menu application makes it possible to retrieve answers on many of these questions. Such a device is to be placed on an easy accessible spot, for instance in the waiting hall of the Citizens’ Service Office.
As this is a concrete example of how the quality of governance can be improved, the nationwide implementation of establishing Citizens’ Service Offices in all Self-Governance Units would be an impressive feat in the process of regionalisation.
6. The Local Sectorial Unit
6.1. General
The lowest level of government representation is the Local Sectorial Unit. Before the new Organic Law of 2006, the Local Sectorial Unit was also a Self-Governance and during Soviet times they were a collective farm. Their number is in total 998 and they include 4,270 villages. 

The Head of Local Sectorial Units is the appointed official leader of the village, who is in contact with the executive level of the Self-Governance Unit and has an office in the main village of the Local Sectorial Unit. 
The LSU representative (the Majoritarian) is elected and does not have office in his LSU. 
Both of them should be involved in the determination and application of the use of the Village Development Fund, which is financed from the State Budget and aims at financing urgent social economic needs.
6.2. Community Development
In the reviewed projects, most community development activities are implemented at this level. The overall aim of these activities is empowerment of the people in line with their rights as outlined in the new Organic Law of Georgia on Local Self-Government.
Most reviewed projects are implemented by international NGOs that lead a consortium of Georgian NGOs specialised in the specific components of community development. International NGOs like ACF, CARE and Mercy Corps use their own manuals. To a large extent most of them follow a similar approach, which can be described as:
1. Introduction meetings

This is a series of meetings between the Implementers and the communities to inform them about the project and opportunity to improve community facilities. The first of these meetings is in most case with the Governor, a second meeting is at with the executive Head of the Self-Governance Unit. Some parties prefer an official agreement with the Self-Governance Unit on the obligations of both parties. The third series of meetings are at the level of Local Sectorial Unit with the community. 
Some Implementers use a set of rules for these community meetings, such as the presence of a certain percentage the community (5%), a good spread of different interest groups (teachers, IDPs, students, mechanics, entrepreneurs, government representatives, social workers, farmers) or, to have first separate meetings of different interest groups before a general meeting.
2. Identification of community leaders.
This identification is done by the Implementers or based on an open vote during the introduction meeting. It is not a general rule to include the chosen (the Majoritarian) and appointed leaders of the Self-Governance Units.
3. Community leadership training.
Community leadership trainings consist of large number of subjects. A sample taken from different projects is: proposal writing, bookkeeping, conflict mitigation, lobbying, fund raising, project cycle management, capacity building decision making, municipal legalisation, participatory leadership, effective communication, advocacy, self empowerment, gender issues, good governance practice, team work, good citizenship, cross-cultural communication, business planning, inter- and intra-government departmental communication, conveying governmental rights to the public, human rights protection principles, local government’s duties and responsibilities, computer use and specific public rights for special groups.
4. Establishment of Community Development Groups
In some projects Community Development Groups are established, especially when the project has a more specific focus on for instance assisting IDPs to get established or farmers to develop their production. In general those who are willing and supported by their peers qualify to be included. The chosen and appointed leaders of the Self-Governance Units are not always part of these groups. The Group size differs, some are even larger than 20, which not a size that is recommendable
.
5. Trainings of members of Community Development Groups
The members are trained, mainly on subjects similar as presented under 3. In case of a specific project objective, for instance in the case a project is focussed on IDPs, the contents might differ accordingly.
6. Identification and selection of Community Development Projects
The method for identifying and selecting Community Development Projects differs. In case the projects aim at improvement in situation of IDPs, the project objective determines to a large extend the selection of the Community Development Plans; in some projects
  the selection is based on advice of the project experts; in some projects the influence of the Head of the Self-Governance Unit seems to have played a dominant role
; CARE has as rule that at least 60% of the population should agree with the choice and collects the signatures of the heads of the households; others
 do it in an open vote during a general meeting by counting raised hands.

The interviewed Heads of Self-Governance Units are positive on this activity and report that communities that have gained experience in identification of Community Development Projects are more successful in acquiring funds for other projects and are better positioned to follow up the implementation of the projects.

7. Implementation of Community Development Projects.

In many cases Community Development Plans are implemented by the project or contracted out to specialised firms. In some cases the communities contribute in kind or in cash. Some municipalities contribute if municipal budget resources are available. 
Although it is often overheard that community participation enhances the efficiency of project implementation, no standard set of rules or guidelines in the implementation of the projects seem to be available. 
If projects are financed by donors, visibility is an important aspect and these projects have a plaque in front of the main site showing the title, acting agent and donor. In general, information on the total budget, the share of the different organisations and eventually actual costs is missing on these plaques.
8. The legalisation of  establishment of Community Development Groups

Most interviewed NGOs mentioned that after the end of the project the functioning of Community Development Group discontinued, which they regard as a weakness that should be addressed. Some projects made their Community Development Groups legal entities so they became local NGOs. Some Community Development Groups were successful in sourcing money from another donor or from the budget because of their skills acquired in proposal writing. 
The goal of Community Development Planning is to encourage participation of the population in local governance which is a goal worth supporting. For that reason the Government created in 2009 the Village Development Fund. The impression is that there is no uniform way to select Community Development Plans and in this regard a conform set of selection criteria would improve the position of the Government and make the project selection more transparent for the general public and higher levels of government. Under Chapter 8 of this report recommendations for a number of those criteria are proposed.
7. Financing of Regional Development

7.1. National Budget

According to information from the Ministry of Finance, the Self-Governance Units will in 2010 be financed as follows:
Overall 39%
 of their budget is covered by own revenues
, such as income tax, property tax (on land and houses), duties and penalties. The major part of their budget is provided for by transfers from the central budget in so called “equalising income” and “delegated” transfers. 
The Equalising Income transfer is largest of these two. The amount per Self-Governance Unit is calculated using a formula that includes variables like: total population size, number of children younger than six and between six and 18 years, area surface, total road length and poverty percentage. In addition, to formula includes the “Status Quo” factor that determines how much a Self-Governance Unit will receive because its status quo. Each Self-Governance Unit has a “1” value and for regional capitals “0.1” is added, for Tbilisi “2” and for Batumi “1”. As a result the Status Quo of Tbilisi is valued three times that of a common Self-Governance Unit. 
By multiplying the “status quo” factor with the result of the other variables the transfer from the total Equalising Income budget is determined. Because of this method, Tbilisi (with a population of 26% of the total population) receives 65% of the total national Equalising Income budget. 
According to the budget expert of the Centre for Strategic Research and Development of Georgia (REGNET) there is reason to improve this method of calculation of Equalising Income transfer. For instance by addressing status as specific budget line “representation value” in stead of linking it to the population size and to base pensions transfers on the number retired persons with an method to determine its value equal for all pensioners. He also suggested that the Ministry of Finance should make the list of these parameters public and put it on its website to allow a Self-Governance Unit to appreciate the amount of the transfer and the its figures of the budget is in another than “pdf”  format. This last would make it easier for other parties to work with their data.
The “delegated transfer” is relatively small and serves to enable a Self-Governance Unit to undertake specific tasks like: (i) recruitment of young men for the army; (ii) preventive healthcare, like vaccination in case of epidemics; (iii) funeral expenditures of IDPs; and (iv) only in the case of Tbilisi, to pay the rent of house of bus drivers.

The process of annual budget preparation starts in June with MRDI and MoF preparing a forecast of next year budgets of the SGUs, based on historical data and conservative expectations of their own revenues. The draft is sent to the executive body of the SGU for approval. In November the SGU executive body sends the budget for approval to the representative body. 
In the projects implemented by DRC and ACF specialised local NGOs (Georgian Young Lawyers' Association and Centre of Strategic Research and Development of Georgia) are used to provide training on these aspects of the Budget System Law on when what is required.
Other sources of funding of Self-Governance Units are:
1. Village Development Fund (GEL 40 million in 2010), especially for development of the villages in the 62 municipalities (not the cities). The contribution from this fund is based on the population and on the identified requirements in that village. It is to be used for projects in water supply, roads and repair of drainage.

2. Regional Development Fund (GEL 66 million in 2010), for projects at regional level. The Governor and the Self-Governance Units provide the information and justification for their request to MRDI and MoF. MRDI officials check whether these requests are justified for approval. Then the list of requests is sent to Parliament and the Prime Minister for final approval.

3. An additional GEL 50 million for unforeseen expenditures for similar purposes as the two previous funds. The estimates of those are often preliminary and more detailed estimates for actual expenditures might become available in a later stage and can be larger than first estimated. In addition also during the financial year requests for urgent repairs might occur. The approval of the use of this fund also goes for final approval to Parliament and the Prime Minister.

4. The last financing source that can possibly be used in the regions, is the Reserve Fund (managed by the Ministry of Finance). This fund is no more than 2% of the total budget and can be used in case of emergencies or other reasons that the cabinet or the President think fit for development in the regions. For half of the funding justification by the Prime Minister is required, the other half can to be determined only by the President.
7.2. Municipal Development Fund 
In addition to these financing sources managed by the Ministry of Finance, the Municipal Development Fund was established 1997 to support the strengthening of the institutional and financial capacity of local government units. MDF issues loans to municipalities for the implementation of projects to develop the municipal services. 
It has an independent balance sheet, special and current bank accounts and a seal. It mobilizes financial resources from international organizations and donors (like the ADB, EBRD, Millennium Challenge Georgia Fund and the EU) and central and local LGUs and other organizations. 
According to it statutes the coordination and management of its activities is conducted by the Supervisory Board appointed by Government Decree. This Supervisory Board is chaired by the Prime Minister and has ten members. The Director is accountable to the Government of Georgia, Supervisory Board of the Fund and Ministry of Finance of Georgia. In August 2009, the President assigned the state control authority for the fund and moved it from the MoF to the MRDI.
At the end of 2009 on its balance sheet
 the total of loans to municipalities was GEL 34.7 million and the size of its loan revolving fund GEL 39.8 million. The loan revolving fund represents donor funding received for the purposes of providing loan financing to municipalities. 
7.3. Subsidies

Subsidies form also a way to finance regional development. The EU-Tacis financed projects like three that focused on the vulnerable parts in the population in Kvemo Kartli, Samegrelo and Samtskhe-Javakheti and those under the Instruments for Stability 1 and 2 subsidize to a different extend the activities undertaken under the Community Development Planning.

The subsidies can be grouped into three categories:
1. Those provided to vulnerable persons like it was the case in the two ACF projects in Kvemo Kartli and Samegrelo.

2. Those provided to migrants, either to IDPs like in the Instrument for Stability 1 and 2 projects or to migrants because of natural causalities (like the ones in Kvemo Kartli, who were forced to abandon their lands in Svaneti and Adjara because of land slides and floods).
3. Those provided to farmer beneficiaries in Samtskhe-Javakheti. 
In the first case a number of vulnerable people were selected
 and formed groups based around one agricultural activity. They were familiar with this activity because it was a common activity in their location. In fact, in a poor region a selected group received inputs for free or partly for free. The main objective was that the income of the target groups should increase without a clear focus on how to increase productivity. In conclusion: it is an expensive method to increase income of the poor; this can be achieved better and more efficiently though targeted cash transfers.

In the second case, the migrants are farmers who had arrived with little and the subsidy provided by the projects can be regarded as a kind of start capital in kind. In the case of the Instrument for Stability 2 projects subsidies available were spent on small improvements and the main purpose was to guide the IDPs to become aware that some of the needs and demands they have can be achieved by organizing themselves and addressing the local authorities. In conclusion, this can be described as a subsidy to arrive at better governance.

The subsidies in the third case were used as start-up capital to stimulate introduction of new agricultural production techniques, cooperation to acquire inputs, machinery and to establish a rural service centre. Moreover, the specific characteristics of the location remoteness and dominative presence of a national minority also added to the justification of using subsidies to bring this part of the country into better contact with the rest of the country.

A rather complex way of subsidy was applied in the form of provision of credit under the Micro Finance project (implemented by UNDP under the Instrument for Stability 1). Seven lending institutions were provided with capital to be used for lending given a number of conditions, being proxies for high risk groups: 50% of the borrowers should be women; 50% in agriculture; 75% in rural areas; and 200 should be first time loan takers. The interest charged by the seven lending institutions ranged between 22% and 48%, with an interesting feature that the larger the institution the higher the interest: one would expect that the larger ones would be more efficient and having lower administration cost would charge lower interests. 

At the end of the UNDP project approximately 3,000 loans were delivered for a loan period ranging between 2 and 24 months (in average less than 12 months) and the default rate was extremely low. The project exceeded all its targets, including the targets set for loans to agriculture, women, rural communities and start-up entrepreneurs, which were considered as proxies for vulnerable population representing a high risk for the MFIs. 

The question can be raised whether in retrospect these targets were indeed proxies for high risk. Some doubt about this can be raised, first of all because the extremely low default rate. While this can to a certain extent by contributed to the performance of the involved MFIs, it can also be argued that such an extremely low default rate is unlikely to be achieved for high risk groups.

UNDP is undertaken an evaluation of the micro finance project but the findings are not yet available. Scanning the examples of loan recipients presented in the monitoring reports, the impression is that they present a common picture of small credit applicants: many were small entrepreneurs that could use a little cash to finance the purchase of some equipment or small farmers that bought some livestock or other inputs and a number had a credit record. 
8. Conclusions and recommendations

The Government of Georgia is serious in its efforts to decentralise much of the decision power to the local levels of government and many of the projects financed by EU and other donors support the Government in this. 
Implementation of this policy involves many partners at many layers of governance, as is clearly shown in the Strategy on Regional Development. This is a challenging undertaken and there is still a long way to go in a country like Georgia, with its diversity in topography, climate and people.

In the following conclusions and recommendations are summarized that can contribute to enhance this process a little. This is done with keeping in mind to what extent this process can lead to better governance and economic growth at the level of central, regional and of local government and how the interaction between these levels can be enhanced.  
8.1. The Central Government

Ministry of Regional Development and Infrastructure
According to the Strategy on Regional Development the role and function of the Ministry of Regional Development and Infrastructure will be to coordinate and monitor the actions and policies of the different partners active in regional development. This is a task that requires a mechanism and method to translate and explain what is it, where one is aiming at or, in other words, how to keep the different parties on one line. 
The review of the monitored projects shows that at project level different methods and justifications are used for the selection and implementation of projects. In order to make the selection process more transparent and uniform, it is recommended to use a set of five selection criteria, viz. intensity of use, effect, operation and maintenance cost coverage, preference and participation (see Chapter 8.3 below for more details). This set can be used at local level but at central level the Ministry of Regional Development and Infrastructure should develop a method for prioritising and selection of investments using these criteria. Such a method could leave sufficient room for decision-making at regional level by for instance by making the authorities responsible for choosing the weights to give to the different criteria. 

Ministry of Finance
There is still limited information available on how the Ministry of Finance determines the budget transfers from the Central Budget to the Self-Governance Units concerning Income Equalisation transfers. This is based on a formula with a number of variables and a status quo factor. The Ministry of Finance, where the Income Equalisation transfers are determined, does not make public what parameters are used to calculate the particular Income Equalisation transfer for each Self-Governance Unit. 

It is recommended that the Ministry of Finance displays on its website the list of parameters used for each Self-Governance Unit in the calculation of its specific Equalisation Transfers. This will allow the management of these units and eventually others to calculate the value of the amount transferred to a Self-Governance Unit. The Ministry of Finance is also recommended to provide the information on 2010 transfers to the Self-Governance Units in another format than PDF. This will allow the public to assess and research the information.

8.2. The Region

Region Council

At present the role of the Governor of a region and his position between Central Government and Self-Governance Units is defined extensively in list of 37 tasks
 that makes it difficult for people to comprehend his function. As such this does not guarantee for a transparent match of executive and legislative authorities in a region. 

The Strategy on Regional Development clearly states that the focus point of decentralisation and regional development will be at the level of the region. Therefore, creation of a Regional Council, in which the Governor and Heads of Self-Governance Units have each a seat, is considered as a priority. The Councils will be responsible for supervising the actions to be undertaken in the region, reviewing and approving the proposals for investments in infrastructure that have a regional effect on more than one Self-Governance Unit. 

The creation of such a Council in each region would indeed be an important milestone on the path to good governance in regional development. The EU and Government of Georgia recognise the importance of this milestone and have included it in the draft policy matrix for Regional Sector Budget Support.

The functioning of a Region Council

The Ministry of Regional Development and Infrastructure is elaborating an Action Plan that in detail lists actions for implementation of the Strategy on Regional Development. It is recommended that the Action Plan also includes actions that address the functioning of the Regional Council, for example on the frequency of meetings (e.g. once a month) and on the standard format of meetings with agenda (see annex G for meeting agenda) and minutes of meeting. Such procedure would provide a transparent Monitoring and Evaluation tool for MRDI and civil society. 

It could also present the EU with variable indicators for its Regional Sector Budget Support disbursement, as the annual number of minutes of meeting measures the effect of the establishment of Councils.

Projects 

At present projects active in regional development are in contact with the office of regional governor, in most cases on a case-to-case base. 

It is recommended that in future, when the Regional Councils have been established, the project present at the Council: (i) at the start: method and approach in a logical framework format; and (ii) and at the end: results, recommendation for sustainability and main lessons learnt.

Regional VET Centres

In various regions the assistance in the development of VET Centres has led to different models in VET centres. In addition to the development of curriculum and training and retraining of people, these models include also other aspects as business consulting, career counselling, income generation, product branding and high tech. It can be expected that this will have a positive effect on the economic development in the regions because it allows people to familiarise with recent new developments and to improve their skills accordingly. 
This positive development in VET education has been centrally driven and in order to further adjust the VET Centres to the regional realities and demand, a more decentralised management of VET Centres is needed. This could, amongst others, be achieved by setting up of VET Committees at regional level, in which representatives of the main local enterprises and regional authorities have a seat. 
This could also mean that the regions/municipalities financially contribute to the budget of VET Centres. This will, amongst others, allow a VET Centre more space to develop into a Centre of Excellence and to offer, in addition to training and re-training, also space for the private sector to exhibit the newest developments and support entrepreneurs to test their innovative ideas.

It is recommended that the Government makes the establishment of VET Committees legally possible. This would be as such a milestone that the EU could consider as conditionality for inclusion in the policy matrix for Regional Budget Support and the number of VET Committees established could be a verifiable indicator to monitor its functioning.

8.3. The SGU

Citizens’ Service Office

The Strategy of Regional Development emphasizes the introduction of e-governance system. At a number of Self-Governance Units the concept of one-stop shop services is introduced in the form of civil service centres. This means that at these centres all civil service providers are concentrated which reduces the time for those who seek a service from the government. Electronic links to other public institutions make that the time to deliver such service is reduced and that there is no more need to make time consuming visits to other offices.

In order to improve the level of governance at the level of Self-Governance Units it is recommended that: 

· To establish Citizens’ Services Offices in Self-Governance Units, with all main service delivery functions installed and linked to relevant institutions.

· To train staff of Citizens’ Services Offices in client-efficient and oriented service delivery. 
· To install in each Citizens’ Services Office an easily accessible information provider, in order to allow easy access to all required information.

· To develop and install an on-line complaint format to be sent to the Self-Governance Units, as well as to the Governor and Ministry of Regional Development and Infrastructure. Such online complaint system would provide a transparent Monitoring and Evaluation tool for the government on what kind of services are most required and what the main complaints are.

For the budgetary sector support of the EU the number of Citizens’ Services Offices operating after one year could be used as a verifiable indicator in the policy matrix.

Pastures

About 1.8 million ha pastures are still in ownership of the Ministry of Economic Development, which is not well positioned to manage the pastures in a feasible and efficient way. 

As pastures are a local source of animal feed it is recommended to make the Self-Governance Units responsible for the pastures in their area and to encourage pasture user associations.

Community-based participation activities

A common feature in all community-based participation activities of the reviewed projects is that they stimulated regular interaction between the Head of the Executive Body (Gamgeoba) and representatives of the population. This resulted in a selection of Community Development Projects based on the preferences agreed upon in Community Development Groups. This bottom-up interaction was new for authorities and populations, and contributed to empowerment of the population, but the sustainability of this planning approach is doubtful because it is hard to imagine how it could be institutionalized. The rolling-out of this approach through the whole country and establishing a community development group in every Local Sectorial Unit would create an additonal government layer. 
Instead, it is recommended to institutionalise the interaction at the level of both the Self-Governance Unit and of the Local Sectorial Unit. At the level of Self-Governance Units this concerns the interaction between the appointed Heads of Sectorial Unit (mayoritanians) and the Head of the SGU (Gamgeoba), e.g. in monthly meetings according to a standardized format. In addition, the results of these meetings (formalized in Minutes of Meetings) could be used in the Regional Council and at central level in the Ministry of Regional Development and Infrastructure.

The same structure could be applied at the level of the Local Sectorial Unit, with regular and standardized meetings between the appointed Head of the Local Sectorial Unit and the representatives of the community. The Head of the Sectorial Unit would then send copies of draft agenda and minutes of these meetings to the Head of the Self-Governance Unit.

Selection criteria for Community Projects

Different Community Development Projects use different selection methods, e.g. an open voting system in a group, the opinion of experts, or agreement from at least 70% of the population.

It is recommended to develop a standard selection procedure that uses similar selection criteria. An example of such a system is presented below.

Table 4 Five Selection Criteria in Community Projects
	Criterion
	Indicator
	Focus on
	Weight

	1. Intensity


	Days of use/year
	Efficiency
	10

	2. Impact
	People benefiting/total population


	Effectiveness
	10

	3. O&M cost coverage
	Annual gross revenues/ O&M cost


	Sustainability
	10

	4. Preference
	Households agreeing with choice/
total number of households


	Decentralisation
	10

	5. Participation
	Contributions by population in cash and kind/ total investment cost


	Participation
	10


1. The first criteria, “intensity of use” is the time during a year an investment is meant to be used. The more intensely used projects are preferred above those which are used only part of the time. For instance in the case of water supply the investment will be used 12 months per year as in the case of irrigation the investment will be used few months per year. This would make the investments in water supply four times more intensely used than those in irrigation.

2. “Impact” concerns the number of people that directly will benefit from an investment. For instance, in the case of water supply the investment will be of use a larger part of the population than in case of irrigation. If, for example water supply serves 80% of the population and irrigation serves 50% of the population, then the impact of investments in water supply is 1.6 times higher than in irrigation.

3. “Operation and maintenance (O&M) coverage” is the extent in which the expected revenues per year cover the expected annual O&M costs. When for instance in water supply the expected revenues will be GEL 2.0 million and the O&M cost GEL 0.5 million (O&M coverage  is 4) and in irrigation the collected revenues GEL 1.0 million and the O&M cost GEL 0.1 million (O&M coverage is 10), then in terms of O&M irrigation would be 2.5 times more sustainable than water supply 
4. “Preference” is the percentage of the total households in a community that indicated what project they prefer. If 60% prefer water supply and 40% prefer irrigation, than water supply would be 1.5 times more preferred than irrigation.

5. “The extent that the beneficiaries share in costs” can be expressed as contributions in kind and cash. A participatory share is expressed as the value of such contribution as part of the total value of investment costs.  If in water supply 20% of the investment costs are shared and 40% in irrigation, then sharing in irrigation would be 2 times more than in water supply.

These criteria can be applied to rank the projects.

· The simplest is the counting method or to count which scored first most times. In the example above, it is water supply because it scores three times as first.

· The second is the calculating method or calculating the sum of actual scores of the five criteria per investment and give preference to the investment with the highest sum. The sum of scores will be for:

Water supply (12/(12+3) + 80/(80+50) + 4/(4+10) + 60/(60+40) +20/20+40)) = 2.66 

Irrigation       (3/(12+3) + 50/(80+50) + 10/(4+10) + 40/(60+40) +40/20+40)) = 2.34

It shows that based on these calculations water supply is more important than Irrigation.
· The weighting method is more complicated. It attaches a weight of importance to each of the five criteria. E.g. the Government could be of the opinion that the criterion “preference” and cost sharing are twice more important than the other three and gives these a weight 10 and the others a weight of 5. The relative weights of “preference” and “cost sharing become then 10/(5+5+5+10+10) = 29% and of the other three, 5/(5+5+5+10+10) =14%. The sum of weight times score will be 46% for water supply
 and 54% for Irrigation
 making Irrigation ranking higher than Water supply.
If the weighing method is applied; it can either be the Ministry of Regional Development and Infrastructure to determine the weight for each criteria or the Regional Council in case of use of MDF or, the Self-Governance Unit in case of the Village Fund.

Annexes 

A. People interviewed
	Organisation
	Unit
	Function
	Name
	Date

	GoG
	Min of European Integration
	Head Of Unit
	KAKULIA Roman
	30/09

	GOG
	Dmani District
	Chairman
	DEVNOZASHVILI George
	30/09

	GoG
	Samegrelo-Zemo 

Svaneti region
	Head Regional Development
	Gela SVIRAVA
	22/09

	GoG
	M o Agriculture 
	Head 

International Dep
	Nodar KERESELIDZE
	06/10

	GoG
	Alenjicha district
	DEP Head of District
	Roman TORDAVA
	07/09

	GoG
	Tsjalka District
	Head
	Rezo Shavlokhashvili
	07/09

	GoG
	Kvemo Kartli 
	First Deputy Governor
	Zakaria DARCHASHVILI
	07/10

	PIP
	Relief and Development
	Project Assistant
	Elza Jigania
	07/10

	PIP
	Relief and Development
	Project Coordinator
	Khatuna Gogua
	07/10

	ACF
	Project office
	Head of office
	MAXFIELD Richard
	29/10

	ACF
	Zugdidi office
	Head of project
	SANTURIAN Giorgi 
	07/10

	UNDP
	IFSG
	Project Manager
	Kirk RAMER
	01/10

	USAID
	Office of economic growth
	Project Manager
	David Tsiklauri
	19/10

	USAID
	Office of economic growth
	Deputy Director
	Monika Gorzelanska
	19/10

	GoG
	MRDI, International relation service
	Head
	Nino Danibegashvili
	20/10

	AYEG
	Association of 

Young economists
	Head Of The Board
	Ana Katamidze
	21/10

	AYEG
	Association of 

Young economists
	Expert
	Otar Konjaria
	21/10

	DEA
	Association of 

disabled women
	Executive Director
	Madonna Kharebava
	07/10

	GRM
	Swedish support to 

Milk & Dairy sector
	Management Expert
	Levan Kobakhidze
	05/10

	DRC
	Zugdidi project
	Project Manager
	Blerim Muhaxheri
	07/10

	EU
	Delegation
	Attaché rural development
	Juan Enchanove
	08/10

	UN
	UNDP
	Assistant RES REP
	Sophie Kemkhadze
	30/09

	UN
	
	Consultant
	David Land
	04/10

	GRM
	Swedish support to 

Milk & Dairy sector
	Team Leader
	Matti Lampi
	05/10

	HTSPE
	review EU Assistance in Agriculture
	Expert
	Irakli Toloraia
	08/10

	HTSPE
	review EU Assistance in Agriculture
	Tl
	Mark Seelleur
	08/10

	GoG
	Parliament
	Head of Regional reform
	Vakhtang Batavadze
	08/10

	GOG
	NATSTAT, 

Population Census Demography Division
	Head
	Paata Shavishvili
	11/10

	EU
	Delegation
	Attaché project manager
	Philippe Bernard
	25/10

	GoG
	MOF, Regional 

budget department
	Head of department
	Demitri Keladze
	22/10

	DRC
	Regional Representation
	Regional Representative
	Stephan Maurer
	08/11

	MercyCorps
	local office
	Country Director
	Irakli Kasrashvili
	05/11

	UNDP
	VET projects
	Project Executive Manager
	Revaz Sakvarelidze
	27/10

	GYLA
	Georgian Young Lawyers' Association
	Project Coordinator
	Lela Taliuri
	08/11

	CARE
	
	Programme Development Manager
	Salome Odisharia
	29/10

	CARE
	
	Operation Manager
	George Glonti
	29/10

	GTZ
	Private Sector Development
	Senior Advisor Lred
	Heimut Grossmann
	01/11

	GTZ
	Private Sector Development Project
	Tourist Advisor
	Nino Shapatava
	01/11

	GoG
	Shida Kartli 

Governor office
	Vice Governor
	Zurab CHKHEIDZE
	01/11

	CSRDG
	Centre Strategic Research and Development
	Programme Coordinator
	Shota Murgulia
	28/10

	NALA
	National Association 

Local Authorities
	Executive Director
	David Melua
	28/10

	CSRDG
	Centre of Strategic Research and Development
	Manager Regnet Project
	George Tchikishile
	28/10

	GTZ
	Local Governance project
	Programme Director
	Markus Nuding
	05/11

	USAID
	World learning 

Forecast Caucasus
	Chief of Party
	Patrick Coughhlin PhD
	05/11

	USAID
	Office of Economic Growth
	Project Management Specialist
	Nino Metreveli
	06/11


B. Reports consulted
During the assessment we consulted the ROM reports not all are included. In addition also other relevant sources were consulted which are listed below.
1. Final report Rural Economic development program in Samegrelo/upper Svaneti region, Georgia, ACF, 22/05/2009

2. Monitoring report I, Rural Economic development program in Samegrelo/upper Svaneti region, Georgia, INTEGRATION/EC Monitoring programme, 22/11/2007

3. Monitoring report II, Rural Economic development program in Samegrelo/upper Sanity region, Georgia, INTEGRATION/EC Monitoring programme, 16/12/2008

4. INTERIM report II Rural Economic development program in Samegrelo/upper Svaneti region, Georgia period dec 2005-June 2006, ACF, 

5. ANNUAL report  period dec 2005-Dec, 2006 Rural Economic development program in Samegrelo/upper Svaneti region, Georgia, ACF, 

6. INTERIM report II Rural Economic development program in Samegrelo/upper Svaneti region, Georgia period dec 2007-June 2008, ACF, 

7. Semester report II Rural Economic development program in Samegrelo/upper Svaneti region, Georgia period dec 2006-June 2007, ACF, 

8. Strategy for development of Dmanisi Municipality, UNDP/SIDA, 2009

9. Strategy for development of Tsjalka Municipality, UNDP/SIDA, 2009

10. State strategy for regional development of Georgia for 2010-2017, Resolution Government of Georgia no 172, June 25 2010

11. Gori Municipality "Early recovery" plan, Gori Municipality, Shida Kartli, 2009

12. Kareli Municipality "Early recovery" plan, Kareli Municipality, Shida Kartli, 2009

13. Akhalgori Municipal Economic Development Plan, Akhalgori Municipality, Mtskheta-Mtianeti,, 2007

14. Imereti Regional Development Plan , , 2002

15. Action plan of Zugdidid Municipality on IDPs, DRC project Joint solutions and durable solutions, 2010

16. REGIONAL DEVELOPMENT IN GEORGIA DIAGNOSTIC REPORT, Task force for regional development, 2010

17. STRATEGY RECOMMENDATIONS FOR REGIONAL DEVELOPMENT IN GEORGIA FOR THE YEARS 2010-2017, Task force for regional development, 2010

18. Matching Vocational Education in Georgia with Labour Market Needs a Mismatch Study, GTZ, Private Sector Development Program Georgia, 2010

19. Financial Statements and Independent Auditor's Report Municipality Development Fund Georgia , GrantThornton, December 31, 2009

C. The list of Tasks in the strategy
This annex lists the tasks of the “Policy” and is clearly showing that regional development covers many topics. Reading through the list we added some comments that not reflect the findings of the projects reviewed but more the experience in similar subjects elsewhere. 
We also imagined that some of the steps described could benefit from EU support. 

Chapter 2 Effective Governance for sustainable regional development

The 12 tasks of this chapter are focussing on the construction an institutional framework needed for regional development that will to a large extent strengthen the leading role of the MRDI in regional development. 

1. Legal Provisions for Regional Development

Main goals and objectives for regional development for the country and in particular for the MRDI have to be defined; legal documents for regional development and institutions responsible have to be drafted; the competence of the different levels of governance determined ; the legislative institutional mechanisms to manage the development of a region, the determination of territorial boundaries, criteria for defining territories that need special support, mechanisms to improve inter structural coordination, a institutional basis for fostering public participation and the identification of other institutions in support of the State strategy.

2. Definition of competencies of state institutions involved in regional development reform. 

This task implies the definition of a clear set of rules on the functioning of the institutions and especially the MRDI in its coordinating function of planning, monitoring and evaluation in relation to other ministries active in regional development, the regional Governors and on the competences of the latter.

3. Creation of new institutions for effective regional governance

This task divides into two sub tasks:

1. The establishment of a collegial body, a Regional Development Council, chaired by the Governor and consisting of Heads of SGUs, regional representatives of central ministries and of civil society.

In our opinion this is an important step in the institutional set-up of regional development and should have a high priority. As such, the establishment of nine councils could be a milestone to be achieved and as such included in the EU Budgetary regional sector support matrix.
2. Secondly, the establishment of a Regional Development Fund. The state supervision of the fund is to be ensure by the MRDI. 

One wonders what this means. If the supervision of this Fund is proposed to be done by MRDI, what is then the role of the MoF. If so, should it the same also have to apply to the Village Fund.

To make State supervision possible and effective, a set of selection criteria is required. Such a set will comparison possible between proposals from different SGUs and between different subjects.
4. Fostering public participation for "citizens orientated" effective regional governance

The formulation of is task is very broad but it might give reason to think that it supports the development of  better measures to enhance transparency in planning, and budget use like described under 3 for the council meetings on regional level. In the same spirit we can think of a similar meeting M&E procedure at SGU level, between the head SGU and the heads of local sectorial units (LSU)s.
5. Development of local and regional statistics.

The Statistical Department (GEOSTAT) has representatives at regional level, where it collects data for its household survey and agricultural survey. These data are processed quarterly at national level. Most organisations active in the region do not seem to make use of these data. 

In fact, only few of the GEOSTAT statistics are disaggregated at regional level (e.g. population). 

MRDI with GEOSTA should assess to what extent the data and information of these two surveys can be made region specific. In addition a GTZ study on labour demand for VET students suggests improvements to GEOSTAT in its specification of its data and information on regional labour. 

Some of the people interviewed complaint is that its information is not politically objective. This might find its reason in the fact that since February 2010 GEOSTAT is a state subordinated body of the Ministry of Economic Development and not a non-ministerial department as it is in many countries where statistic departments are direct accountable and are reporting to Parliament, rather than through Ministers. This issue is to be addressed at the level of central level.

EU might consider assistance to improve the collection and generations of regional statistics.
6. Spatial-territorial planning

Under this task is meant the establishment of a cadastre at regional and SGU level with priority for urban lands. 
7. Encouraging stronger cooperation among local self-government units to support effective provision of public services

Under this task we can think of the cooperation between LSUs in the collection and processing of solid waste. Coordination in this field can lead to establishment and management of inter LSU organisations that are responsible for collection, processing of solid waste and one collective landfill at for instance regional level.
8. Fostering development of trans-border cooperation between local self-government units

Under this the twinning of Georgian municipalities with municipalities in other European countries comes in mind.
9. Supporting the independence of local self-government entities and clear division of authorities between central and local bodies

Here one can think of the ability and authority of SGUs in setting their own policy in determining the level and fees for its public services. For in stance, the authority of a central government is the setting of standards on water quality and environment. The authority of local authorities could be to determine to what extent water fees are to be based on the user pays principle and in the case of waste water treatment and solid waste collection to what extent fees are to be based on the polluter pays principle and how this is done either directly, through including all delivery and treatment cost in the fees for water used or indirectly, like for waste water and solid waste collection through a municipal environment tax or additional tax on property.
10. Development of human resources to ensure sustainable regional development

At central level the MRDI needs to develop job descriptions for the different staff positions with indications what level of education and experience is required for each of the jobs and for public servants in non political positions it should formulate transparent standard long term job contracts. MRDI at central level needs training modules and training plans for the different public servants positions.
11. Elaboration and introduction of unified system of assessment of and remuneration for public servants

In addition to point 10, a clear salary scheme based on education, skills and years of experience for the different staff positions is needed. 
12. Introduction of E-governance components and services to increase effectiveness of local and regional authorities.

Under this step one can think of the IT components of a City Service Office initiated in the GTZ programme “Local Governance South Caucasian”. The definition and official agreement on functions and uses of such IT web based information system by the central government could be considered as a milestone in budgetary regional sector support and the establishment of an annual number of CSOs as a verifiable and measurable indicator.
Chapter 3 Development of Municipal Services and Infrastructure

The focus of this chapter is on strengthening the government entities at the level of Regions and SGUs and eventually of LSU, and how to arrive at an effective management structure for public infrastructure. It list seven tasks:

1. Designing a standard methodology for elaboration of development strategies of regions and local self-government units

A number of projects financed by EU and other donors have been involved in municipal planning. The quality of these plans varies and many seem to conclude on similar opportunities. The strategies of the regions however should reflect the overall strategy as mentioned under 1.1 of this policy.

A component of such strategy would be a uniform set of criteria for the elaboration and selection of investment proposals (see under recommendations)
2. Development of water supply, sewerage and drainage system

Under this task the following comes to mind:

In regard to Water supply

On 15 January 2010 “The United Water Supply Company of Georgia” LLC was created on basis of Decree 1-1/13 of the Minister of Economic Development. It has 6 regional branches in Kutaisi, Gori, Senaki, Akhaltsikhe, Telavi and Bolnisi. The city of Tbilisi has an own water supply company. 

This policy of assigning the management tasks to special companies might lead to a more efficient operation of water supply. Typical efficiency indicators for such company are percentage of losses (or unaccounted for, cubic meter billed/cubic meter taken in), Operation and Maintenance(O&M) cost/meter cubic sold, annual O&M cost recovery (Revenues/O&M costs based on the user pays) and billing efficiency (bills cashed/bills sent).

As the supply of water is of public interest, at SGU level, useful effectiveness indicators in water supply are coverage, (% households in each LSU linked to a reliable water supply system of total number of households) water quality and daily delivery (% hours supplied per day in each LSU).

Water sewerage

Treatment of waste water is a public concern. The water companies charge for delivery of water and not for transport and treatment of used water. This is the concern of the SGU. 

Effectiveness indicators in waste water treatment are (i) % population connected to sewage system (ii) % of water supplied treated and (iii) quality of waste water disposed. 

Efficiency indicators are the annual O&M cost in sewerage covered by direct or indirect payments. Direct payments, means the water fee includes a waste water charge. Indirect payments a SGU uses revenues from property tax.

A suggestion for EU assistance might be to assist the SGUs in the identification of agglomerations
 as defined in the EU directives for urban waste water treatment and in the preparation of a master plan of the phasing of investments requirements in sewerage and waste water treatment.

Drainage

Drainage especially in Western Georgia is a public concern. At SGU level effectiveness indicators are the number of annual floods and area flooded per year. It is not possible to charge directly for drainage, at SGU level the financing of Annual O&M costs can only be sourced indirectly from land and property tax. 

It is proposed to develop at SGU level a set of drainage indicators.

3. Municipal Waste Management

One observation in regard to this task is that Waste management can be managed at SGU or at inter-SGU level; the second option might be more effective and efficient. It avoids for instance the spread of too many landfills and allows for a collection of more specific waste items like chemical waste, human organs and glassware.

A suggestion for EU assistance would be the determination of an optimal waste strategy per region. 

4. Development of transport system

Improvement of equalisation transfers system and development of minimal state social standards

We discussed this issue under chapter the financing of regional development

5. Design regulations concerning borrowing by local self-government units in order to support local self-government access to capital.

6. Supporting socio-economic integrations of IDPs and improvement of their living conditions in local self-government entities with dense IDP population

Chapter 4 Support to the development of innovation, new technologies and entrepreneurship

The eight tasks mentioned under this chapter do to a large extent relate to the policy and competence of the Ministry of Economic Development and bear a more general relation with regional development. 

1. Development of state innovation strategy and fostering innovations

We think that the financing of Innovative ideas entails a large risk and that the supply of innovative ideas is limited. Such a risk is for an entrepreneur to consider. If he does take the risk and is successful, he will reap the benefits if not, he will take his loss. To what extent a state can act and interfere in the field of innovation is still subject of debate. In case public investments in innovation lead to success, the benefits will be private and because firms elsewhere might copy them and profit from them, the benefits of innovation will be easily exported.

2. Introduction of regional innovation benchmarking system 

3. Support the creation of Regional Innovation Centres: 

It is proposed to address innovation though expanding the function of Vocational Education Training centres and turn them into centres of excellence. Here, entrepreneurs with new innovative ideas are given the possibility to get assistance in sourcing information on relevant experience elsewhere on the subject. Here, also firms are provided with exhibition space to expose local entrepreneurs and farmers with recent developments and innovations in their field. 
4. Support the establishment of Information-Consultation Centres: 

See also chapters on Vocational Education Training (VET) and Citizens’ Service office.

5. Support the cluster planning based economic development: see also below under support to the development of agriculture

6. Stimulating the attraction of Foreign Direct Investments into the regions

7. Export promotion and encouraging of export-oriented small and medium size businesses
See also chapters on Vocational Education Training (VET) and Citizens’ Service office
8. Support the creation of a Region Brand - obtaining consumer loyalty towards the goods and services of regional origin though stressing the origin of the goods and services and through increasing investment appeal of a region: 

This idea is addressed already in UNDP Vocational Education Training (VET) where for instance in honey processing a uniform quality for honey and packing of honey is introduced. The responsibility for branding however is mainly a concern of the private sector.

Chapter 5 Development of Agriculture, Tourism and ensuring Environmental Protection

This chapter lists the ten tasks shown in last Chapter of the Strategy in its last chapter. Most are important from a rural development perspective and to a lesser extent regional development specific. In the following some observation are made for those tasks that have a regional development aspect.

1. Support the development of agriculture

In October 2010, a Mission was fielded with the overall objective to provide recommendations for the development of a sector approach for agriculture, based on the lessons learned from the EU assisted actions in the sector. This Mission is expected to provide detailed information on the development of the agricultural sector. 

From a regional development perspective it is important to consider the diversity in agricultural systems related to differences in climatic, topographic and regional conditions. This requires region specific development policies for agriculture. Two regional projects provide an example of this: The first of a EU-TACIS project in a remote region which has been described in an ex-post Monitoring Report and has a low accessibility and is situated at a high altitude. The second example is of a region good accessible and situated at a low altitude in West Georgia.

The first example is a project
 that was implemented in the Municipality of Akhalkhalakhi
. Because of its remote location the contact with the market is troublesome. The development model used by the project implies nine steps: (1) selection of the target area, communities and partners; (2) need assessment and baseline survey; (3) establishment and registration of farmer’s groups; (4) capacity building of farmer groups; (5) demonstration of new farming techniques and as an important step in institutional development; (6) the establishment of the Regional Service Centre (RSC)
, (7) the creation through the RCS access to financial services for the farmers organisations and individual farmers; (8) a market study to assess the potentials of RCS in marketing of farmer’s produce; and (9) midterm work plan of farmer’s organisations and RSC
. 

This development model with a RSC would be replicable in 16 municipalities
 with similar characteristics like remoteness, absence of service providers, limited access to credit, high quality inputs and markets, mountainous and situated at a high altitude (>1,500m). In the meantime, the project implementer (Mercy Corps) has since then applied this method in two other projects
.

The second example is from Guria region, here a municipal development project is financed by the Norwegian Government. In this region many lands are still under tea, a crop introduced before Soviet time but with a low potential on the world market. Since independence most of these areas, which were large scale state managed estates, are privatised. According the project director, a first priority in the regional policy in these areas would be to assist farmers in re-adjusting their main agricultural asset “land” to the present situation, e.g. by a subsidy per hectare to allow the farmer to clean the land from tea plants. It will then be left to the farmer to choose an alternative crop like maize, hazelnut, vegetables or kiwi. Guri region is good accessible and near to Batumi, and there is no need in setting up RSC to link to the market.
2. Support the development of tourism

In terms of tourism, Georgia has a lot to offer nature, culture, history and hospitality. To stimulate demand abroad, government support could be to invite news agents from other countries to have series on Georgia like in an example of BBC ( http://www.bbc.co.uk/news/world-europe-11724007). This will inform their readers about the potentials Georgia has to offer.

3. Improved management of risks imposed by natural catastrophes and disasters

4. Inventory and effective utilisation of forest resources to support sustainable development of regions

5. Increased role of protected areas in the process of sustainable development of regions

In Georgia 1,796 thousand ha is pasture land, this is 60% of the total agricultural lands
 surface. Pastures are under the ownership of the Ministry of Economic Development. They are used for grazing and mowing. The director of NALA Mr Melua knew of examples that to obtain the permission for mowing pastures took too long that the farmer were forced to buy hay in other regions instead. That gives reasons for decentralisation of pasture management. 

It is suggested that the institutional and economic development of Pasture management like in Kyrgyzstan might be an area for future EU support.
6. Effective management of water resources

The EU since 2000, adopted the Water Framework Directive for management of water resources that is based on river basins. This means the division in main river basins and the establishment of river basin authorities and a decentralisation of management along topographic river catchment criteria. 

Since many of the regions can be grouped in three large watershed areas of West Georgia, the Mtkvari and the Alazani river. The institutional and economic development of river basin management might be a subject of cooperation between the regions and as such a possible subject for EU support to the MRDI.
7. Effective utilisation of groundwater resources

The same as under 6.

8. Protection of Black Sea coast from global and local climate changes; planning and implementation of respective adaptation activities

9. Development of renewable energy resources (hydro, wind, firewood, solar, biomass,  bio-gas, geothermal resources)

10. Improved management of land resources and a unified and thorough land cadastre
See also 1.f.

D. Development plans
We have tried to investigate where and by whom development plans were made. We are sure that there are many more than those presented in this list. We approached USAID and UNDP and sent them the list with the request to include those plans which were implemented by their organisations. But we have not received an answer as of now.

Anyhow the lists present already a picture that in many of the municipalities plans excist.

	
	Plans by
	Sectorial

Unit plans
	Remarks

	
	
	
	

	Tbilisi
	
	
	

	Autonomous Republic of Adjara
	
	
	

	Batumi City
	
	
	

	Keda Municipality
	
	
	

	Kobuleti Municipality
	
	
	

	Shuakhevi Municipality
	
	
	

	Khelvachauri Municipality
	
	
	

	Khulo Municipality
	
	
	

	Guria
	
	
	

	Lanchkhuti Municipality
	NALAG/Norway
	
	

	Ozurgeti Municipality
	NALAG/Norway
	
	

	Chokhatauri Municipality
	NALAG/Norway
	
	

	Imereti
	
	
	

	Kutaisi City
	
	
	

	Baghdati Municipality
	
	
	

	Vani Municipality
	
	
	

	Zestaponi Municipality
	
	
	

	Terjola Municipality
	
	
	

	Samtredia Municipality
	
	
	

	Sachkhere Municipality
	
	
	

	Tkibuli Municipality
	
	
	

	Tskhaltubo Municipality
	
	
	

	Chiatura Municipality
	
	
	

	Kharagauli Municipality
	
	
	

	Khoni Municipality
	
	
	

	Kakheti
	UNDP
	
	

	Akhmeta Municipality
	
	
	

	Gurjaani Municipality
	
	
	

	Dedoplis Tskaro Municipality
	
	
	

	Telavi Municipality
	
	
	

	Lagodekhi Municipality
	
	
	

	Sagarejo Municipality
	
	
	

	Sighnaghi Municipality
	
	
	

	Kvareli Municipality
	
	
	

	Mtskheta-Mtianeti
	
	
	

	Akhalgori Municipality
	CHFI/USAID
	
	

	Dusheti Municipality
	
	
	

	Tianeti Municipality
	
	
	

	Mtskheta Municipality
	
	
	

	Kazbegi Municipality
	
	
	

	Racha-Lechkhumi &Kvemo Svaneti
	CARE/SDC
	+
	

	Ambrolauri Municipality
	CARE/SDC
	+
	

	Lentekhi Municipality
	`CARE/SDC
	+
	

	Oni Municipality
	CARE/SDC
	+
	

	Tsageri Municipality
	CARE/SDC
	+
	

	Samegrelo-Zemo Svaneti
	
	
	

	Poti City
	DRC/EU
	
	For IDPs

	Abasha Municipality
	DRC/EU
	
	For IDPs

	Zugdidi Municipality
	DRC/EU
	
	For IDPs

	Martvili Municipality
	DRC/EU
	
	For IDPs

	Mestia Municipality
	
	
	

	Senaki Municipality
	DRC/EU
	
	For IDPs

	Chkhorotsku Municipality
	DRC/EU
	
	For IDPs

	Tsalenjikha Municipality
	DRC/EU
	
	For IDPs

	Khobi Municipality
	DRC/EU
	
	For IDPs

	Samtskhe-Javakheti
	CARE/DFID
	+
	

	Adigeni Municipality
	CARE/DFID
	+
	

	Aspindza Municipality
	CARE/DFID
	+
	

	Akhalqalaqi Municipality
	Merci Corps/EU
	21
	

	Akhaltsikhe Municipality
	CARE/DFID
	+
	

	Borjomi Municipality
	CARE/DFID
	+
	

	Ninotsminda Municipality
	CARE/DFID
	+
	

	Kvemo Kartli
	UNDP/ACF
	
	

	Rustavi City
	
	
	

	Bolnisi Municipality
	
	
	

	Gardabani Municipality
	
	
	

	Dmanisi Municipality
	UNDP
	
	

	Tetri Tskaro Municipality
	
	
	

	Marneuli Municipality
	
	
	

	Tsalka Municipality
	UNDP
	
	

	Shida Kartli
	GTZ
	
	

	Tskhinvali City
	
	
	

	Gori Municipality
	GTZ
	
	

	Eredvi Municipality
	
	
	

	Tighvi Municipality
	
	
	

	Kaspi Municipality
	
	
	

	Kareli Municipality
	
	
	

	Kurta Municipality
	
	
	

	Khashuri Municipality
	
	
	

	Java Municipality
	
	
	


E. Guidelines on CDP in Akhalkalaki district

This three years EUR1.5 million project aimed at the integration of Akhalkalaki district and the reduction of poverty of its population. The district is remote and its population is mainly (94%) Armenian. The projects consisted of two components one Agricultural development and the other Civil Society development. The main results of the first are a Rural Service Centre (RSC) providing services to farmers, the creation of farmer groups, and the access of these farmers groups to agricultural micro credits through CREDO a micro credit organisation. 

This is the only project that at the end has prepared an overview of their method and lessons learned.

This was a “Guide to Assist Local and International NGOs Develop Effective Community-Based Agricultural Development Programmes in Georgia" that presented a model for agricultural development projects in similar remote high altitude areas. 

The project was also active in community development which it under step 10  “Working with local government and development of civil code” lists four main elements and for each these four a number of lesson learnt:

1. Capacity building of local Self government units emphasising  leadership, lobbying skills, good governance, the Georgian electoral system, business planning, conflict mitigation and collaborative problem solving. Lessons learnt:

a. Establish a good working relationship with local government from the beginning of the project, which should include the signing of a formal document outlining the parameters of collaboration during the project.

b. Representatives of local government should be interviewed during baseline, midterm and final surveys; they take part in the planning and attend the workshops with communities; they should be encourage to conduct such meetings independently; they should be involved in programme demonstrations and field days.

c. Representatives of local government should have the opportunity to identify capacity building needs themselves.

d. Enhance links between local government and central government

e. Encourage local government to lobby for funds for priority projects from state budget

f. Underline importance of participatory approaches from government side during all trainings

g. Local government should be continuously informed on project developments.

h. Local government should be actively involved in projects activities and events but should not have the impression that they can influence programmatic decisions.

2. Raising awareness and capacity of communities in relation to civic issues emphasising leadership, conflict mitigation, gender, public rights and civic participation. Lessons learnt:

a. Brochures should be printed in mother language of target group which addresses issues of interest identified in the preliminary needs assessment.

b. Have frequent meetings with technical, initiative and farmer groups to ensure professional support to initiatives and activities that support material and intellectual development of communities.

c. In case the process does not progress even when all condition are fulfilled it is good to create an initiative group to speed up the process.

d. Capitalise the experiences and synergies between successful groups 

e. Ensure participatory process for the development of CDPs involving communities

3. Establishing linkages and collaboration between local government and community groups. Lessons learnt:

a. Hold frequent and large working  meetings

b. Participate as implementing agency in team decisions to assist community in better conducting group activities

c. Involve people of different profession to assess problem from various angles and to find a better ways of resolution

d. With ethnic minorities involve local programme staff able to communicate in native language. 

4. Participatory planning for local government with the aim of producing community and district development plans. Lessons learnt:

a. The size of a community development committee should be between 6 and 10

b. Select persons that are interested in the issues at stake, have certain knowledge, have the trust of the community, a sense of responsibility and committed to work with others.

c. Actively involve expert when implementing priority projects.

d. A good preparation and regular informing of the working group is essential.

e. Develop an individual approach to each of the communities

F. Presidential Decree #406, On the Approval of the Regulation of the State Trustee/Governor

Chapter II 

Objectives, functions and responsibilities of the State Trustee/Governor

Article 5 Objectives and functions of the State Trustee/Governor

Within the competence defined by legislation, the objectives and functions of the State Trustee/Governor are following:

1. State supervision over the activities of local self-governance organs for lawfulness of local self-governance organs and activities of the officials, consistency with state interests

2. Coordination of public order

3. Supervision and control of military recording and compulsory military service of the citizens in administrative territorial units

4. Participation in implementation of defense capacity raising and civil defense activities, support to military-training gathering and military preparation organization activities.

5. Elaboration and implementation of social-economic development programs, participation in the attraction of investments and regional development activities.

6. Support to the implementation of activities needed for achievement of ecological stabilization

7. Support to culture and historic monuments’ protection activities

8. Provision of human rights protection in administrative-territorial units defined by the constitution of Georgia.

9. Fulfillment of other objectives considered by laws of Georgia, legislative acts of President and Parliament of Georgia

Article 6. Responsibilities and rights of the Governor

The Governor, in order to fulfil the functions:

10. Coordinates and controls execution of laws of Georgia, normative acts of President and Government in the administrative-territorial units

11. Upon the task from the Government, implements regional programs for social-economic development in the administrative territorial unit.

12. Based on the Law on State Supervision over the Activities of Local Self-governance Organs supervises the activities of local self-governance organs and reports to the President and Government.

13. In cases considered by article 73, point 1 of the Constitution of Georgia, presents to the president proposals on termination of the activities of Sakrebulo or their dismissal

14. In cases considered by organic law “On Local Self-governance” article 63 point 1, presents to the president proposals on termination of the activities of Sakrebulo before the expiration date  

15. Supervises usage of financial resources in coordination with state management organs, within the delegated responsibility of the organic law On Local Self-governance.

16. In cases defined by the legislation, provides consultations to the local self-governance unit on the planned expenditures and the priorities which are to be reflected in the Basic Data and Directions Document

17. In coordination with relevant State management organ, within defined priorities provides implementation of the planned activities (except exclusive and voluntary responsibilities), also, monitoring and supervision of implementation of investment projects considered by the budget law.

18. On the instructions of the government coordinates the activities of the territorial organs of the ministries of Georgia

19. Governor can participate in the Cabinet meetings with a right to vote

20. Governor produces individual-legislative acts – orders/instructions

21. Governor can ask for the information, documentation and material from state organs and officials in order to execute his/her responsibilities, use state and government communication systems.

22. Takes decisions on the motivation raising and disciplinary liability of those employed in the Administration.

23. Governor can create special temporary commissions and working groups in order to fulfill the tasks of the President and Government

24. Performs other duties as defined by the legislation

Chapter III, article 11:

4. The main objectives and functions of the Regional Development Service are as follows:

25. Organizing the elaboration and implementation of social-economic development regional programs of relevant administrative-territorial units;

26. Support to attraction of investments and implementation of regional development and economic reforms;

27. Participation in consultations to local self-governance units in the cases defined by legislation;

28. Support to supervision and monitoring of investment projects considered by the state budget, support to the execution of the activities within the defined priorities (except the activities considered by exclusive and voluntary responsibilities), preparation of proposals for the Governor;

29. Analysis of economic potential and development perspectives of administrative-territorial units

30. Preparation of recommendations and proposals on economic development priority directions of administrative-territorial units

31. Analysis of investment possibilities, investment spheres and perspectives and elaboration of relevant proposals

32. Analysis of economic reform process and current results

33. Participation in development of foreign social-economic and cultural relations within their competence

34. Support to the development of relations between Governor and regions of the foreign countries and international organizations

35. Within its competence - implementation of the activities aimed at attraction of investments, technical and humanitarian assistance from foreign countries and international organizations, participation in coordination of these activities

36. Provision of cooperation with other regions of Georgia (administrative-territorial units)

37. Fulfillment of other tasks of the Governor

G. Example of a Council Meeting Agenda
GUIDELINE

The guidelines for a good meeting procedure are:

· The draft of proposed agenda should be made available three days before the council meeting will take place to all participants, the MRDI 
· The agenda should be made public and be made available in the Public Service Centres.
· The drafting of the minutes of meetings should be the task of the Governor and be available within a week after the council meeting took place to the meeting participants for consideration and clarification.

· Approved minutes of meeting should be made available to all participants, MRDI and made public.

EXAMPLE OF AGENDA
1. Council meeting Number

2. Place, 


3. Date, 

4. Time,
5. Positions and names of people present, 

6. AGENDA

1. Approval of minutes of previous meeting
2. Report on status of planned actions in previous meeting by parties responsible 
3. Approval and discussion of proposed agenda points

4. Additional points
5. Plan of actions to be undertaken and parties responsible for the period till next meeting
6. Place and date/time of next meeting
7. Closure
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� See http://www.regnet.org.ge/index/showfile/9


� See http://www.regnet.org.ge/index/showfile/10


� See http://www.regnet.org.ge/index/showfile/11


� With thanks to the  GTZ Private Sector Development project


� See under chapter “Recommendations” and in annex G


� Handicraft, knitting and embroidery course, bead working course, tapestry courses and sewing courses


� 106 representatives of 96 businesses and 12 representatives of nine business associations


� An article in the magazine Financial showed that many Georgian firms do not consider human resource management as an important issue.


� In total 71 municipalities and 7 cities including in Abkhazia and Shida Kartli. 


� In many case these are the same areas of former sovkhozes


� In Georgia the word Majoritarian is used for the Sakrebulo member, elected by the people of a LSU


� Municipal Economic Development Plan of Akholgori


� In most cases of SGUs these priorities are similar: to improve the agriculture and tourist sector.


� Community Stabilization for IDPs, Host Communities and Returnees in Georgia and Abkhazia


� Supporting the socio-economic integration of IDPs and their host communities through engagement in active dialogue and decision-making.


� Support to socio-economical integration of IDPs in Zugdidi district


� Main needs are 1)a Job, 2) acces to land, 3) housing, 4) health care and 5) education for children


� � HYPERLINK "http://www.care-caucasus.org.ge/en/main.php?id=1245057643" �http://www.care-caucasus.org.ge/en/main.php?id=1245057643�.


� � HYPERLINK "http://www.care-caucasus.org.ge/en/main.php?id=1236323669" �http://www.care-caucasus.org.ge/en/main.php?id=1236323669�


� The new Organic Law (Chapter 1, article 2)


� More on this  � HYPERLINK "http://37signals.com/svn/archives2/edward_hall_the_perfect_group_size_812.php" �http://37signals.com/svn/archives2/edward_hall_the_perfect_group_size_812.php�


� ACF poverty reduction EU financed programmes in Kvemo KArtli and Samegrelo


� Selection of a sport stadium in Tsalka


� ACF, DEA, NALA


� Source GEOSTAT 2009 


� Only in Bernaouli and Khoby which have revenues from a goldmine and the gas pipe terminal own resources are sufficient.


� Source, Financial Statements and Independent Auditor's Report Municipality Development Fund Georgia an audit by GrantThornton


� Also here a clear set of uniform selection criteria was absent


� See annex  F


� (14%x12/(12+3)+14%x80/(80+50)+14%x4/(4+10)+29%x 60/(60+40)+29%x 20/20+40)) =46%


� (14%x 3/(12+3)+14%x 50/(80+50)+14%x 10/(4+10)+29%x 40/(60+40)+29%x 40/20+40))= 54%


� ‘agglomeration’ is an area where the population and/or economic activities are sufficiently concentrated for urban waste water to be collected, treated and discharged. They are divided into 3 categories: Those with more than 15000, between 15000 and 2000 and less than 2000 population equivalent.


�  Strengthening Community Based Farmers' Groups and Agricultural Services in Samstkhe-Javakheti is EU financed.


� Market and Social Akhalkalaki Linkages in the Akhalkalaki District of Samtskhe-Javakheti


� The RCS was provided with the resources to purchase agricultural inputs to cover expenses and to generate a profit. The provision of equipment (for hire) and the demonstration activities are source of income for the Centre. Its main activities are (i) production and supply of seed potatoes, (ii) supply of fertilizers, herbicides and plant protection inputs, (iii) consultation related to the goods sold (its costs are included in the price of inputs purchased), (iv) leasing of equipment, (v) artificial insemination and (vi) veterinary services.


� The ex-post ROM mission of the project found after two years since the project end the RCS still in good shape.


� Municiplaities of Akhmeta,  Chiatura,  Chokhatauri,  Dmanisi,  Dusheti,  Kazbegi,  Keda, Kharagauli, Khulo,  Lentekhi,  Mestia,  Ninotsminda,  Sachkhere,  Shuakhevi,  Tetri Tskaro,  Tianeti.


� “Market Alliances Against Poverty (Alliances)“ financed by SDC,  “Creation of Rural Service Centers in  Akhaltsikhe (Samtskhe-Javakheti and Martvili (Samegrelo)” financed by the Chech Republic


� http://moe.gov.ge/index.php?lang_id=ENG&sec_id=43&info_id=119
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